7 cok- HOLLY -X -~ 
INDEX TO THE ACCOUNTANT 


Vol. CXXV 


PAGE 

Bleak Prospect: Balance of Payments .. gra 
Board of Inland Revenue: Appointment ob Sew. Deputy 

Chairman. , 346 

D Trade General Annual Report 283a 

» Headquarters: Change of Address, 143 

Bonuses, Christmas: Liability to Income Tax .. Dr? 

Book-keeping, Hero o I9I 

ee A Problem 216 43c 87c 

Bookmakers: Income Tax 70p 


Boom That Wasn't: General Election Reaction- d 4Ageor 


Bournemouth and District Chartered Accountant 
Students’ Society : Ss 631 
Brass~foundry Productivity Team ‘Rep ort 290wn 
Briscoe, H, A., A Case for teg Profits.. 3a 
Bristol Rovers Ei Club Ltd i 300 
Britain’s Deficit with E. P.U. d Aozeung 
Oversea Investments rost1 
British Assam Tea Co Ltd 46rf 
» Bankers’ Association: Memorandum to the Royal 
Commission on ‘Taxation 99a 
» Celanese Ltd 4047 
» Electricity Authority Appointments 143 235 
» European Airways . 263007 
» Institute of Management and Institute of Ind us- 
trial Administration, Merger of 277 
» Life Assurance g vi 588 
» Overseas Airways Corporation (et 26300 Ad4gron 
Plaster Board Ltd Sron 


” 
Brown, 
Commentary. 
Budget, Flexible and Variable e 
Building Societies: Statistical Suminary 
‘i Society Interest 


S: &, LLB, F.C.A. (Aust. H ~ Australasian: 
s , 48 s4a 20a 4394 598a 
. en 


vie sote SE 


» Mortgage Interest 491 
Burberrys Ltd ‘es Ge Ge 315, 
Bury Felt Manufacturin ‘Co Ltd ve ee oe 37f 
Bustness Efficiency Exhibition, 1952 564 


Byrd, Kenneth F., M.A., B. Se. (Econ. J} A. C.A., CA. x 
(S 4.) ~ North American Commentary 210 124a 260a 
32948 4.164 


Campbell, W. G., B.A., F.C.A. — Valuation of Holdings 
in Privare Limited Companies fo for Purposes other thar. 


Probate ., e -. 555l 394l 
Canadian Audit Reports 325a 
Can Prices Fal? .. ` 223un 
Capital and Credit, Control of 566a 


» Employed ` 383¢ 4346 510€ 533¢ 
» Issues Committee ,  5366a 


ep zë Sp and Hire-purchase Capital .. 178wn 
og New Economic Policy 5835p 
ve Profits, Distribution of (Sidney I. Simon, Bar- 
rister-at-Law) .. 471a 
Es PA Dividends: Capital or Income? (Spencer 
G. Maurice, Barrister-at-Law) 326a 
„ Reserves .. gs fei as Dé ee 339¢ 
Cargo Ekandling .. D D ae TA 7. 444ton 
Cars, Still Fewer .. $ ae vi ,, Zosen 
Caterpillar ‘Tractor Company P 248f 
Census of Distribution: Queries on Completed Forns.. 21c 
Production for r951 .. d 540 
Central Land Board: Claims and Applications 227c 
Report, 1950-51 i I54wWn 
Century of Sociat Service 1474 
Quarter of a: Reminiscences of a Gre 
Accountant (Herbert A. Adams, 2. A3 617a 
Chancellor of the Exchequer in America 223un 
Charges, Accountants’: Government Inv: estigations 408c 
SÉ Distribution i i 486c 
Taxing of Professional Accountants’ .. 435¢ 486c 
Charging Orders on Shares (Spencer G. Maurice, Bar- 
rister-al-Law) .. ii 567a 
Chartered Accountant awarded Research Grant in 
U.S.A. ey D L44 
i Accountant, Reminiscences of a: Quarter of 
a Century (Herbert A. Adams, A.C.A.) . 6r7a 


ee Accountants at Cricket 94 
Accountant’s Contented Reflections: I En- $ 


ar 


joy My Job (F. C. Autolycus) 5948 
ge Accountant’s Double Jubilee 563 
£ 18 Accountants’ Golfing Society 48 347 
$ Sy Accountants Students’ Society of Kingston 
K upon Hull . x 411 
Si Accountant Students’ ‘Society of London - 
Course for Speakers S ; 323 
Introductory Courses of Lectures 236 


vo | LO” mos 


PAGE 
Chartered Accountant Students’ Society of London — 
contd, — 
Lectures, Discussions, etc. 299 387 410 435 468 540 
Lectures on Auditing S 323 
President’s Meeting i i 346 
s Southend-on-Sea Branch ` us ee 2 
Thirty-eighth Annual Dinner . 609 
» © Accountant succeeds to Scottish Chiefship. . 166 
Ce Institute of Secretaries: World-wide Jubilee. 324 
Christmas and Income Tax o Di 589a 
a Bonuses: Liability to Income Tax Git 
P Competition 


ua 600 
Crossword for (Kenneth Trickett, A. S.A.A. j G10 63o 
Church Accounts, Consolidated . 2667 


» of England, Finances of the 15500 266f 
Cinema and Theatre Managers: Salaries 8 41c 
Claims, Unsettled: Income Tax .. e is Ss 23p 
Clarity: A Question of s si 351a 
Clerical Salaries Analysis, 1952 Së 558c 
Clothing Allowances g d Ai 
Coal and Steel Shortage .. 2gown 

» Board Appointments rown 
» Board’s roro Results rown 
» Productivity Team Report.. Gaswn 
», Stocks Below Target .. A2290n 
Cohen (George), Sons & c9 Ltd -29027 318f 
Cole, E. K., Ltd DEET 530f 
Colombo Bian Begins a ae SS 1 rm 
Columbia Gas System Inc. Be oe af 
Commercial end Cash Accounts: Post Office S14p 
S Bill Rates, Higher 34000 
Commission Agents . 4oc 
Commonwealth Conference on Raw Materiali grwn 
Trade in 1950 .. 2 52gwn 
Companies and Residence: Profits Tax . ms ggwn 
S and Sur-tax .. Si » 87c 163c 
Së Proxy Forms . Gs 539 
Feport 283a 
Company, Floating a Private (B. G. Rose, A.C.A. ) 6154 
Formation of Holding 297¢ 
Se EE in Wonderland (Angus MacBeath, 
C.A., A.C.W.A.) 352a 
No. 500, 000. 347 
Comparative eure (E. Harman, ACT. ES) 1234 161¢ 
Compensation, Road Hauliers’ .. 5198 
Competition, Christmas Geo 
Complete Answer, The .. wes FER 
Concepts, Accounting Terns and ; ‘igra 319c 
Conference on Accounting, Inter-American Se 278 
Productivity S 4S2wn 
Conscience Money paid in Error: ‘Income Tax. 43¢ ze 
Conservation of Materials , — g Sree 
Conservative Party Trade, Finance and Industry Com- 
mittee < g 563 
Contraction of Bank Credit 554207 
Controller of Death Duties d ics 70 
Controlling Spending of Public Funds .. IZ120n 
Control of Capital and Credit Re de 566a 
2 Dividends S Sie 97a Top 257a 268c 
Co-operative Societies’ Finance .. 278 
» Shareholding Limitation 514p 
Copper ‘and Zinc Allocations 338wn 


Cork Manufacturing Co Ltd... A d y 206f 


Corporation of Certified Secretaries 564 
Corporations, The Auditor in Public .. D RS 20¢ 
Correspondent, Australian Accountant Seeks .. a 23 
Corrigenda — 
Estat Duty and-the Family Business <u ic 96 
Fraud by Director 96 
Costing for Inflation (A. Ñ. Taylor, A4. C., Ët) j 258a 


392a 464c 486c 
» of Industrial Salt Bath .. 383¢ 
» System, Installation of Standard: Consultants’ 


Fees 435¢ 463¢ 
Cotton Crop : ..  5obwn 
» Textiles, Cross-currents i in Ei rown 
Courses of Lectures on Taxation 211 255 278 
Courtaulds Ltd i os Bt 
Craven’s Railway Carriage and Wagon € Co Ltd.. bozun 
Credit Restriction ER 46ga 
Cricket, Chartered Accountants at i 94. 
» Newport Chartered and Incorporated 4 Account- 
ant Students 5 144 
SN Student Accountants at X ds SA 190 
Crompton Parkinson Ltd.. S ae ws ae Dos 
Cross-currents in Cotton Textiles Loge 


4 _ INDEX TO THE ACCOUNTANT 


PAGE 


Cross-currents in Prices . Zosen 
Crossword for Christmas (Kenneth Trickett, A. LS. ALA, 1 610 630 
y Holiday (F. Rose, A.C.A) . -IIQ 144 190 212 


Current Law — 
Account, Banking : et Nay eee z 17 


Advertising Contract: Duration 606 
Agent, Liability of “a f 18 
Assignment, Equitable S i7 
Attornment Clause in Mortgage 187 
Bailment: Breach of Contract . H 187 
Banking Account : Ei 17 
Bankruptcy: Money Lent God Su EN 89 
Relation Back ue es 187 

Breach of Contract: Devaluation of Pound 18 

Measure of Damages 160° 

Capital or Income ‘ 166 
_ Cornpanies: Scheme of Arrangement 160 
Company Liquidation: Surpius Assets 160 
Procedure e e Wy 
Company’ s Share Premium Account 187 
Conflict of Laws: Administration 62) 
Contrict: Altered Circumstances 267 
» + . Anticipatory Breach | 17 

M Breach E 186 

A of: Devaluation of Pound |. H: 

Sé for Personal Services 606 

» » for Underlease 267 

dig Motor-car Covenant 382 
Sé Fublic Policy go 

. Warranty 267 
Damages. Detinue Së SN Si Së 17 
Detinue: Damages as be 1 
Devaluation of Pound: Breach of Contract |. eg 1 
Discharge of Ship: Indemnity. . 606 
Dividend Free of Tax up to 6s in the £ 207 
Documentary Credit 629 
Enforcement Notices 553w 


Equitabia Assi nment .. E ie Pre Sé 17 


Estate Agent: Commission 432 
Executors: Revocation of Probate ° 382 
Foreign Stave: Jurisdiction 3482 
Forged Mortgages Ss 90 
Liability for .txcise Duty 629 
i for Purchase Tax 606 
Aë of A zent 18 
a5 H asband to Wife in Tort- 382 
Money Lent Oo 
Owne rship of Gold brought from Occupied Territory 382 
Pensioa: Estate Duty .. zà 187 
Pound, Devaluation of: Breach of Contract |. 18 
Procedure, Ccmpany .. ox 17 
Renunciation Af Probate: Lisbility 89 
Revocation of Probate 187 
Sale of Goods oo 
Service af Wets and Documents on Companies so5wn 
Settlement: Nationalization Stock — Capital or Income oo 
af Patiente Property - R 606 
Stamp uty; Disposition inter vivos .. 606 
Trading wich the Enemy 267 
‘Transfer of C vharge e Sch 160 
Trustee: Pev or of Appointment sal 186 
Current Law: Gases Cited — 
Alexander u, Railway Executive ` ` 187 
Bank vuori Handei en Schecpvaart N. V. v. Slatford | 382 
Bernard & Shaw Ltd v. Shaw (Rubin Third Party) . Qo 
Bey, Mehm t Dogsn v. Abdeni, G. G. & Co Ltd .. Hi 
Biggin & Co:Ltd and Another v. Permanite Ltd 160 
PA. o Gilbert 382 
British Movietenews Ltd o. London and District 
Cinemas ZA) i 267 
Buckingham County Council v. Callingham 555R 
Carti edge & Son Ltd v. Parker & Son cS 606 
Chelsea and Walham Green Bailding ee v. 
Armstrong Se 160 
Coltness Tron Co ‘Ltd, Re 160 
CW M. R 606 
Danish Mercantile ‘Co Ltd and Others v. Beaumont. 17 
Drinkwater and Another v. Kimber .. 382 
Duff’s Settlements Trusts, Re; National Provincial ` 
Bank Ltd v. Gregion and Others 187 
Estate of Galbraith, deceased, Ke the 382 


Vol. CXXV 


PAGE 
Current Law: Cases Cited - contd. — 
Friends’ Provident and Century Life Office and 


Another v. Investments Trast Corporation Ltd and 
Others... SCH 


26) 

Fung Kai Sun v. Chan Fui Hing a 
Galbraith, deceised, Re 187 
Garngad Bonding Co Ltd v. Fraser, “Bali & Co Lad . 629 
General Publicity Service Ltd v. Best's Brewery Co . 

Ltd. 606 
Hangkam Kwi ingtong Woo v. Liu Lan F ong, alias 

Liu Ah Lan Ce ; 257 
Harling v. Eddy go 
Harrison, A. Ltd, Re; Walker v. Forshaw SÉ oi Ibo ` 
Hollington Brothers Ltd v, Rhodes and Another .. 267 ` 
Jones v. Maynard 17 
Joseph Ltd v. Ralph Wi ‘ood & Co Ltd . 17 
Kahan v. Federation of Pakistan TER 382 
Kehr, Re; Martin v. Foges Gag 


Kleinwort’s Settlemen ts, EN re; Westminster Bank Ltd 
v. Bennett 


; = Ma , 40 
Lalonde Bros and oe lam v. , Reynolds 982 
Love, Re; Ex parte Official Receiver (Pr ustee) v. iS 
Kingston-upon-Tir mes County Court Registrar.. 187 
McArdle, Re, deceascd. . KE è Ei 
McLaren v. The Chalet Club Ltd e $06 d 
Meade, Re; Humber v, Palmer (The Trustee) 89 i 
Napier v. National Rusiness Agency Lte .. go d 
Navarro v. Moregrand Ltd and Kushner 18! 
Pavia & Co, S.P.A. v. T) e Sag 3 


Payton, deceased, ite; Payton o. C.I. së w S 
Power’s Settlements Trusts, Re; Pace v. Power ., 2 
Rex v. C.LR.; Ex parte Evill and Another 

SE (1944) ‘Ltd v. Patabmull Rameshwar . 

Shanklin Pier Lid v. Detel Products Lid A 

Steyning and Littlehampton Building Society v. 

Wilson 
T. F. Maltby Ltd v. Pelton Steamship Co Lita 
Tiger and Another v. Barclays Bank Itd . 
TO. Supplies (London) Ltd v. Jerry Creighton Lid Fotopat 
William Cory & Son Ltd v. City of London Corporas ` 

tion 


t ga w 
GA w 
GC EN 
-m 1 


144 
‘Winders Will ‘Trusts, Re; Westminster Ba vs Jtd v. ; 
Fausset and Another 160 
Customs Duties: Statistics stp 
Damage, Liability for ZSI 
Death Duties 3 cb, 
pe » and the National Union of Manufacturers Basre 
s, Controller of , SÉ , gë 70° 
Deep- -sea Tramps, Lay-up Levy for | e ,  Sëzenet ~= 
Defence Bonds Three per cent, Second Issue: Convers ` 
sion Offer . d 7 540 
Deficit in EDAT, sin 


de Paula, I. C ‘live, “T.D. Ge A. CA., AC WA- “Stocks, 
Standards and Variances , 2394 296e. 319s "Bue 
e SE and the Future (h. Hodgson, ACA 


A.C HA) 74a ‘1686 Sie 
Director, Fraud by. 


, 5wa gt" 
Directors’ Benefits . Sóc ibre 
Emoluments 209c 
Distributior, Census of: Queries on Completed Forms E? 
» `> Charges A 486c 

» of Capital Profits (Sidney W Simon, Bar- 
rister-at-Law) .. ayia 
Dividend Cpnfusion r30wn ` 


ep Control, Federation of British Industries on.. 
131 ron ZZVN 


Sé Freeze .. ọya Tou 
i ‘Limitation in Northern Ireland, No EK 
S Ee New Treasury Statement on 2, 255 
Treasusy ‘Thinks Again ., sjun 

Dividends, Capital Profits: Capital or SE (Spencer 
G. Maurice, Parisera Law) .. 326a 


e Control of 


97a loqun Igun ` 


13 reen 2470H 255 257a 2080 4 


m Federation of British Industries on. tain Gasron 


We Free-of-Tax ee Godfroy Phillips 
Ltd. s2 x b ,, IJ8an 
d Limitation of | ia 


“g7@ 1O4WN 3130 


r 
1310n 24°7UN 255 2572 arb 
Documents, Science and Suspect: Genuine or False? j 


(F. A. Radley, M.Ss.(Lond.), FRC.) oh véi 48a 
Dollar Exports Council .. " (rem Boom A 


Doukle-2ntry Book- SE Origin and Development 
of (R. Robert, A.C.I.S.) ined 
586p | 


Double Taxation Agreement: India and Pakiscan 


À 
ZS 


4 


Vol. CXXV 


: PAGE 

Double Taxation Relief: Finland 611 

i Si Ze France 166 

ER ei » Guernsey <- 2433070 

Ze de wn jersey .. ae , 24 33207 

Sé ee ve Kenya .. as : eng 166 

e Ké ~Norway EI gaton 277 387 

5 S , Stock Exchange Supplement e 323 

a S » Tanganyika S 166 

de Cp » Uganda 166 

a Zanzibar 166 

Douglas (Ki ingsw ood) ‘itd > 340f 

Dr Barnardo’s Hom es S Sé DEE Si 120 
Dublin Society of Chartered Accountants: Annual 

General Meeting es od a & 492 
- Dugdale, Harry, AACS CA. » ACW, AMALLA. - 
Management-Control Accounting: Standard Costs 

and Budgets . S 28a 
Duncan, S. M, CA. An Accountant's Working 

Papers... , . 4452 4731 

Dutch £,P.U, Quotas, Gorman and 1310 

Narned Income y 
SN Married Women SN 
Ensing an Executor’s Burdens (A. R. English, A.C.A. Jes | 285a 510c 


East Anglian Chartered Accountante Students’ Associa- 
tion ei 95 


Ze Society of Chartered Accountants. 254 
Economic State of the Country .. x Lown 
Zzünomy, Fuel. Ze 482700 
dédgar Allen & Co Ltd , 182f 
Educetional Supply Association Ltd 530f 
Cducation for Management: Productivity Team Report Koswn 

Progress and Regress 1934 268c 

Effect of Taxation upon ee and the Individual 
(E. CG" der? AMC, A. S F 4961 
Election, After the 4134 
Electricity and Investment. 3780072 
Electric Lamps: Mopper: Report a «.  500t0n 
Ely Brewery Co Lid e ee .-431f 556f 
Enforcement Notices g S , 358530 
Exiglish, AR, ACA, — Easing : an Executor's Burdens 285a 

English, Jeffery, AC at. ~ Another View on Orthodox 
Profits .. e AS en 100a 
Entertaining and Income Tax |. 1o4ton 
Erratum: Golf Photo Ee Caption oh 412 
„Estate Dury, A Few Pitfalls of Ss 339¢ 4346 
ea » and the Family Business . . 49a g6 163e 

„o Joint Bank Account 6o7c 

European Payments Union, Belgium and 24700n 

ve ve » Britain's Continued Deficit 262ron 

» ve »  Deficitin .. +s 58wn 

Se jà » in October 506wn 

Quotas, German and Dutch IRON 

Europe Can Bo It: O.E. E. C. Statement ETH 
Everyman, Accounts for (7. GE A. C. A. 

AM ILA ) s 495a 

Exchange Control Eased, Foreicn, Go3un 

Exchequer Tallies, Story of the YR. Robert, ACI, Si. 201@ 


iExecutor’s Burdens, Easing an (A. R. English, A.C.A. y ës sioc 
Exeter and District ‘Branch, Bristol and West of England 
Society of Chartered Acc cuntants: Third Annual 


Dinner 583 
Expenditure, Revenue and: Half-Yearly Figures 30ra 
Expenses, Allocation of Overhead g es 4934 558c 
Exports in November '.. io <. Gogzwn 
External Trade in September 378wn 
Factory Management ‘ x 218a 
Family Businesses, Estate Duty and 49a 96 163c 
Farm Prices, Higher ea ,  554un 
Farriers, Worshipful Company of: Maier GA Warley, 

F.C.A.,, installed as Master . 277 
Federation of British Industries on Dividend Control.. S grwn 

25w71 
Fees, Consultants Installa ton of Standard Costing 

System 435c 4636 

Finance Act, 1951. ` iggwn 169a. 195a 215a 251c 255 4346 
pP Ze Definition of Whole-time Service 

Directors Se 612 

Ze Bill, roer 1a 25a 


e Co- -operative Societies D SÉ es a 278 


» for Sulphuric Acid Plant , Toon 
Finances of the Church of Eneland 155w 266f 
Financie! Surplus for Gas .. Goze 
Finland; Double Taxation Relief 611 


INDEX TO THE ACCOUNTANT 5 


PAGH 

Finn, H. P, A.C.A. — Some ‘Reflections on Industrial 
Profits s = 546l sol 

First Taxation Conference 

Fiscal Quarter, First iX . D 
Flexible and Variable Budget k 79wn 
Floating a Private Company (3. G. Rose, ACÀ. L.) Drog 
Footwear Productivity Team Report R 42z7wn 
Foreign Exchange Control Eased bozwn 
Formation of Holding Company 2976 
France: Double Taxation Relief T 166 
Fraud by Director Ze SS .. 57wn 96 

Free-of-T'ax Preference Dividends: Godfrey Philips 
Ltd a oy dE T78wn 
Freight Rates, Increased , véi d S76 
Ae » Lower Shipping ae S Boma 
Recover 4OLWN 


French for ‘True and Fair View’ ` 339¢ 408c 464e 486c sure 5336 
Friendly Societies: Approved Auditors . 408 
Fruit and Vegetable Utilization Productivity Team 


Visits U.S.A. . zogun 
Funds, The Importaace of Pension 48rccrt 
Furnished Lettings, Relief Loss on Ste 


Gallant Service in Korea: Second Lieutenant J, B. 
Venner .. ee Si SE SS 46 


Gas, Financial Surplus for bogun 
General Agreemen: on Tariffs and Trade: Sixth Session 
of Members 263000 
Se Election: Accountant Members ‘of Parliament... ET 
Accountants and the .. å 377wn 
Genuine or False? Science, and E Documents 
(F. A. Radley, Ai. Sc LU and), F.RLC . arga 
German and Dutch E.P.U. Quotas 131wn 
j Debt Settlement SS Sg SN ,  KIJWN 
Glasgow Transport Inquiry SS zs die Ss 278 
Gold and Dollar Reserve Position = Se 3470n 
., 4arketing, Free ZIZUN 
» Ruserve rops 33 7WN 
», Sales, Lower United States. Soren 
Goodwill and Taxation . 41e 
A (Angus MacBeath, C. A, AC A yi. “tS 1734 
Goveriment, Accountants ia the . 4431n 
Investigations: Accountants’ Fees qobc 486¢ 
Gray’ ` ’ Carpets and Textiles Ltd . ay 25of 
Great Universal Stores Ltd a, ES a 4837 
Guernsey; Double Taxation Relief à us oe 243900 
Half-year’s Balance of Payments 44 70n 
Halliwell, J., A.C A. AM.ILA. ~ Accounts for Every- 
man 4958 
Hamilton Baynes, T, A., A. ER ` F.C.A. — Valuation of 
Holdings in Private Limited ‘Companies for Probate 
Purposes os ki 420l 
Harnran, E., A.C. LS. - Compatative Figures Sa rage (Die 
Heating and Sanitary Engineers: Froni aac . Be 2516 
Hero of Book-keeping .. e 19x 
Higher Commercial Bill Rates gwn 
» Farm Prices 55470m 
» Loan Charges 576m 
High Rayon Output gen 
Hillebrandt, Mr F: J.K, B.Com. (Hons. H AC 144 
Hill Lands (North of Scotland) Commission .. 347 
Hire-Purchase Capital, Capital Issues Committee and.. 1 2baan 
Hockey 412 515 


Hodgson, H., A. Çi A, A. G. w. A- ~ Depreciation ‘and the 
Future ae 4a Tic giie 


Holding Company, Fornation of | 297 
Holdings in Private Limited -Companies for Probate 
Purposes (T. A. Hamilton Baynes, M. A.R C. ge 420} 
Holiday Crossword (7. Rose, SE A) D 130 Wé 190 212 
Holmes, Sir J. Stanley, M.P., F.C.A. Së 563 
Horlicks Limited ... Se : go7f 
Hospital Accounting G Déi at o Sé 282a 
Service Plan ae a gk oF 95 
Hospitals, Information and Advice for 170 
Howard & Bullough (Securities) Lid 4f 


Howitt, Sir Harold, G.B.E., D.S.O., M. C., D. De i, 
F.C.A, — Tr: ining for ‘Act ountancy E e ay 200C 212 
Hughes, W. E. & Co Ltd sa 


I Enjoy My Job: A Chartered Accountant’s Centented 


Reflections (F. C. Autolyeus) . Ga 5944 
Import Surplus, Bank Money and the |. 58tun 
Income, Earned . 47h 

» Harned: Married Women. 23p 
+ from Investments ay Sg Bëc 137¢ 


6 ` INDEX TO THE 


PAGR 
Income Private Profits and: Inquiry 5592 
» Returns: Taxpayers’ orp 
1» ‘Tax: Allowances . 3585p 

5s » and Social Security: The Royal Com- 
mission 73a Ot 163c 

3 e RE i. A. Sisson, O.B. E., o M.A., 
F.C.A.).. it 5261 
SL Bookmakers ` 70f 
Ge » Christmas and ` sSoa 
oy », Conscience Money Paid in Error 43¢ 67e 
kg ay Consolidation 7 528wn 
ob » Entertaining and SS , Fogcun 
Ss » Indian 185¢ 387 558c 
ve » Liability to: “Christmas Bonuses es ie 611 
pa „» Resident or Non-Resident 1ogen 
e » Returns: Bank Pass-books 46p 
Sé » Ruleg aa e 23p 
Se S Unsented Claims ` 23p 

vi Ge Wear and Tear Allowances Yor Machinery 
r Plant .. 608 

Incorporated deene (ser also under ‘Society of 

Incorporated Accountants and Auditors’) - 

Lodge .. 436 
Newessite upon Tyne District Society 299 
Incursion into Back Duty, An (Isaac Bartfield, FS.A.A. 3 244a 
India and Pakistan: Double tenon Agre ement 586p 


Indian Income Tax 


185¢ 387 ssie 
Industrial Assurance P 


ap Premises, Register of. s a 

et Production, National: ‘Seasonal Changes i in 
Output , I54wn 

Aë Profi, Some Reflections on (E E. P. Finn, 
CLAY . 5461 570l 
Industry, Restriction of Overdrafts and SE to... 629¢ 


S The Qualified Accountant in 67c 136c 163c 
(Be 2rec 284a 
University Training for b ia S 
Inflation, Accounting for Š 
ep Costing for (4. H. Taylor, Ai, C, AAA. ) 258a 
392a 464¢ E 
Information and Advice for Hospitals | 
Inland Revenue, Board of: Appointment of New Depaty 


Chairman Si 346 
i Extra-statutory Concessions |. M 70 
vi Organization . 144. 
” Staff Federation "Memorandum: Royal 

Commission on Taxation 1224 


Inspector of Taxes Interrogatcs: Two People Who Wish 
to Get Married (Wilfred Tulleti, F.S.A.A.) . 5 

Inspectors of Taxes, What I Think of (By on. Accountant) 596a 

Installation of Standard Costing System: Consultants’ 


Fees 4386 4636 511c 
Institute of Actuaries 72 387 492 515 
j Bankers k 410 
53 Chartered Accountants in "Australia: Ac- 
counting Principles 389a 
Institute of Chartered Accountants in 
England and Wales — 
Accounting 'Terms and Concepts 171 
Appeal Committee 45 166 386 


Associates Elected to [Eellowship and Applicants 

admitted to Membership 70 165 270 32, 386 513 
Autumnal Meeting, Twentieth 22 322 3370m 3494 361 412 
Disciplinary Committee e a +. 142 165 
Examination .Results, May 1951 -, TOqcon ILI 
General Purposes Sub-caramittee (Non- -practising g 


Members) dg 5654 Gage 
Library, Additions to the 164 
Luncheon yown 
Meetings of the ‘Council: July “4th, z931 44 

Sé h August Ist, 1951 140 

D ep September sth, r951 253 

ei s October 3rd, rost 342 

D ep November 7th, 1951 457 
December sth, 1951 58r 

Non- -practising Members of the Institute ` zóga 629c 
Notes on the Allocation of Expense 493a 5581 


Summer Course, 1951 .. L, 2z22wn 246wn 262w 


% » Photograph of some Personalities 


Facing page\z62 

Taxation and Research Comunittee x .. 298 385 
Tnstitute of Chartered Accountants in Ireland — 

Dinner in Dublin a 537 

Examinations ats ze Lë Be 254 


ACCOUNTANT Vol. CXXV 


PAGE 

Institute of Chartered Accountants in Ireland — contd. — 
Quarterly Meetings of the Council `. 253 562 

Institute of Chartered Accountants of Scotland: New 
Members a $ Së 321 


Institute of Cost and Works Accountants — 


Director’s Visit to South Africa 
Examination Results, June 1957 
Londor. Regional Conference .. SÉ 
Measurernent of Productivity Report. . ee ve 1g8a 


: 300 
17820 188 


Midland Kegional Conference. . 388 
Proposed Fellowship in Management Accounting 24a 
Regional Conferences .. g `; 323 
Retirement of Miss M. R. Glover 300 
Second London Regional Conference ' 492 


» Residential Summer School .. 47 204000 210a 236 
Jastitute of Industrial Administration and British Insti- 


tute of Management, Merger of 277 
se Internal Auditors, Inc., New York: London ` 
Chapter . . 191 348 
Ae Municipal T reasurers and Accountants - 
Return of Rate Collection, 1950-51 435 
Statistical Returns of Education and Fire 
Services... Se See Se e 71 
e Taxation 515 
Twenty-first Anniversary Dinner 587 
Integrat Book- keeping: a Problem i are 43c 87¢ 
Interest, Building Society RE 296c 383¢ 
D “yy D Mortgage 491 
Internaticnal Bank Report A 247wn 
Investment, Electricity and 378wn 
Investments, Britain’s Oversea 1ostwn 
D Income from . 86c 137c 
ep Quoted and Unquoted 1860 227c 383¢ 
Janzen (Australia) Ltd 248f 
Japan ard Sterling 22200 
Jenson Er Nicholson Ltd | 37F 
Jersey: Double Taxation Relief , 24 33w 


Job, í Enjoy My: A Chartered e s Contented 
Reflections (F. C. Autclyeus) . 5QAG 


Joint Bank Account: Estate Dour ` boye 
Kelsall & Kemp Ltd 379f 
Kenya: Double Taxation Relief | 166 


King Edward’s Hospital Fund for London. SG 119 


King’s Health, T'he 29own 
» Peace, The (Sir Theobald Mathew, Director of 
Public Prosecutions) Gaal 
a Speech, The S 443tn 
Kirkstall Forge Engineering Ltd 370f 
Kuwait, Oil Agreement with 55 quun 
Landlord and Tenant: Leasehold Property (‘Tsvuj-szary 
Provisions) Act, 1951 (T. J. Sophian, Barriste.-2%- 
Law) * 
Lawson, W. H, C.B. E., B. Aa FCA. Auditing . 305l ST 
Leaschold Property (T emporary Provisions) Act, 1951: 
Landlord and Tenant (T. 3. EE Barrvister-at- 
Law) H = 441a 
Lectures in “Lee de 253 
on Taxation, Courses of Sé z211 255 278 
Leeds and District Chartered Accountant Students’ 
Association 255 
» Bradford and District Societv of Chartered 
Accountants A DÉI 2. 255 031 
‘Annual Dinner in Leeds. s4 de 536 
Lend Strength to Britain 630 


‘Leslie Howard’ Case: Taxing ‘Schedule D Earnings 
when Received D SS 


SE Reticf Loss on Furnished ase 
Levy for Deep-sca ‘Tramps, Lay- CR abgor 
Lewis Berger & Sons Ltd 1337 
Liability for Damage zaie 
Libera! Party President- Elect: Mr Lawrence W. "Robson, 

F.C.A., F.C W.A. EE A 


Liddington, Tan, M.C., ACA, ~ Monthly Reports o on 
Net Margin S , F 

Life Assurance, British 

Limitation of Dividends .. 


vyůa. 
588 
“ova ‘loqwn 1307 ži 
131000 247M 255 2574 CH d 
Liquidation, Sur-tax Directions for the Final Period in a groe ` 
Lithographic Printing Productivity Team Report 377un 2 
Liverpool and Manchester Students’ Residential Courses 235 / 
3 Chartered Accountant Students’ Association 324 € 







| Vol. CXXV 


3 PAGE 
A 
‘Liverpool Society of Chartered Accountants: Annual 
d Oinner 582 
Loan Board, Public Works: Rates Increased 491 
we E harges, Higher : , 576wWrn 
Loau fer Business Purposes, Proof in Bankruptey for a 
(Spencer G. Maurice, Baerister-at-Law) 5 5446 
London and District Society of Chartered Accountants 70 322 


387 410 468 553 539 386 612 


» and Overseas Freighters Led boa f 
+ and Westcliff Properties Ltd 184f 
+» County Freehold and Leasehold ! Properties Lid 1157F 
» Express Newspaper Ltd éi 377f 
i Midland Associated Properties t ‘Lid gist 


S7 _ School of Econom: cs r Gg ie 279 


T ongmans, Green E Co Ltd bosf 

Lass on Furnished Lettings, Reliet 21c 

novell & Christmas Ltd .. K 462f 

Lower Shipping Freight Rates .. Bown 

Lower Untted Siates Gold Sales Bown 

t Loyalties, The Accountant's 20c 

MacBeath, Angus, CA., AC W.A. - 

ba’ance Sheets in tne Future .. 5200 

Balance Sheets in Wenderland Sia 

Company Meeting in Wonderland SÉ = 3520 

Goodwill a > 486 173a 

Profit and Loss Accounts in the Future sora 
Macdonald of the Isles, Captain Alexander Somerled 

Angus Bosville, M.C., B. An ACA. ae es 166 

Meintenance Relief Ze 

Management Accounting, Proposed New Qualification i in 2840 
ei -Control Accounting: Standard Costs and 

Budgets (Harry Dugdale, A.A.C.C.A., 

ACTA. AMILLA,) ag ? 28a 

Factory DIER 

Manchester and Liverpool Students’ Residential Courses 235 

a Chartered Accountants Students’ Society. . 298 

str 631 

T Sociezy of Chartered Accountants. 25,3 410 563 

Bolton Branch a 22 436 

Man-hours, Assets and 51ic 


Married Women: Earned Income S i $i tien 23p 


Materials, Kies ervation. of Arzu 
Palks Begin, Raw Zosen 
Mathew, S Sa Theobald, Director of Public Prosecutions - 
The King’ 8 Peace : ; Zä a $221 
Maurice, Spencer Gu, Barrister-at-Lav. - 
Capital Profits Dividends: Capital os Income 326a 
Charging Orders on Shares 567a 


Proof in Bankniptey for a Loan for Business Purpos s 544a 
May & Hassell Ltd Sé ex d Se è 


Measurement of Profit 339¢ 
Measuring Productivity 198a 
Merger of Managemen: Institutes 277 
Metal Allocations, Mure .. í SS a , 428cun 

» Box Co Lea P os š9f 

» _ Finishing Productivity Toam Report W .. 528wn 
MIetalastik Limited e A 627f 
Meta sis, Allocation of à a T ei rrn 
Migrant Companies and the Treasury mi . 1214 143 


Millard ‘Tucker Committee on the Tax Treatment of 
Retirement Benefits sage 1724 2gown 298 
Nlinistry Appointments ., ne a à 611 


Moccasin Shoemakers Ltd bosf 
Money Rates Shaking Loose? e SOA 
Monopoly Report: Electric Lamps e z 506wn 
Monthly Accounts, Speed in Production of 18c 40c 50a 


65c See 110c "Deg 185c 
a Reports on Net Margin: Cigi Liddington, M.C., 
A. S d 


ACA) ` 1960 

Morg Richards Ltd 507f 
Rorris-Austin Merger . agin 
vurtgage Interest, Building Society 491 
Aotor-car Outlook Pe 15 5e0r 
» Show F 40207 
Geer Ltd 264f 

National Chamber of Trade’s Memorandum: The Royal 

Commission or Taxation i 3izwn 

y Health Service Finance: Select Committee’ s Le 
Observations .. 282a 

D Insurance or 19g 

» ` Savings Certificates, 1945: Value ‘ 556p 

vi » Committee he Sa Sé 23 

a » Movement 630 

í Service a 346 


INDEX TO THE ACCOUNTANT 7 


PAGE 

National Union of Manufacturers, Death Duties and the baswn 
Netherlands Institute of EE Mee Account- 

ancy Occasion in Holland : Kë 409 

Never A Mother 136¢ 


New Zealand Society of Accountants 47 
North American Comnmentary (Kenneth F Byrd, M. A. 
B.Sc.(Econ.), A.C.A., C.AS.A.)) gla 124a 260a 
329a 416a 620a 
» Yorkshire and South Durium Branch, Leeds, 
Bradford and Vistrict Society of Chartered 


Accountants: Länner in Darlington .. Dt 
» Yorkshire and South Durham Chartered A ccount- 
ant Students’ Socicty 411 


Northern Society of Chartered Accountants: Dinger at 
Newcastle upon Tyne : 512 
Norway: Double Taxation Relief "24 33107 277 387 


Notes on the Allocation of Expense . 4934 5580 
Nottingham Chartered Accountant Students’ Society - 
Dinner .. are SN 490 
Lecture Meetings IQ5I- ~ 52 Se sa 278 
November, Exportsin .. hs oe haven! bozwn 
Obituary -- i 
Allen, L. E., a.c.a. (St Albans) e D Ae 344 
Bate, W. L., Fea. (Bristol) `, d 45 
Bayley, H AL. a A.C.A. (Wellington, Shropshire) sn 
Beard, A., Aca. (Finchley) 344 
Bevan, P, "CG F.c.A. (Swansea) SS CS Dé 45 
Blackstone, H. V., A.C.A. (London) 429 


Bowden, J. H., a.c.a. (Surbiton) e SS : 
Brandon, R. J., F.c.4. (Clifton- on-Teme) Se D Ai 


Burge, H. W. Š. » A.A. (London) 489 
Chater, T. F., F.C.A., ASAA. (Kettering) 22 45 
Clark, R. £., A.C.A. (Hs: deg) . S gi Kë 489 
Conning, P. "np. A.C.A. (London) ie oe SE 45 
Davies, D. A., BCAA. (London) os a 3 

Garnett, D: E. A.C.A. (aines -SUr -Mer) D 581 
Gray, J. S., a.c.a. (Cardi) .. D a HI? 
Hannay, P D., F.c.a. (Cheltenham) . 14.2 
Hayes, B. C., C.B. , Major-General o 210 
Henshall, J., PC. A, 4.S.A.A, (Chester). . : X42 344 
Heslop, W. S., RCA. (Newcastle upon Tyne) Sc 489 
Hill, np. ACA. (Sydney, N.S.W.) 7 des 45 
Holloway, H F., F.c.a. (Nottingham) ` eg Ort 
Howard, E. S., TCA. a oncion) aes és ice Ap 
Jones, T. S., F.C.A. (London) ` os 489 
Leonard, N., A.C.A. (Cheltenham) ; ie PA 142 
Lepine, A. W., a.c.a. (Carshalton) .. = de 45 
McAuliffe, Sir H. T., F.c.a, (Eastbourne) .. 539 561 
‘McCracken, E. W., Aca. (London) a., .. es 581 
Mann, H. M., a.c.a. (Southampton) . e Ni Dit 
Morris, Th H., A.C.A. (Pwllheli) ` 3 

Nowell, H. E., A.C.A., GPA, (San Francisco) +e Zë 344 
Phillips, K. R., A.C.A. (London) SS da Së 45 
Pooley, A. W, r.c.a. (Leicester) Sie do Ka 344 
Porter, H. S., F.c.a. (Grimsby) eh es dë ER? 
Rawson, N. L., A.C.A. (Leicester) sy Se 142 
Rey nolds, E., F.C.A. (Watford) 344 
Richardson, H. F., A.C.A. (Manchester) 244 
Rocke, W. P., F.C.ê. (London) S GE . 166 344 
Sangster, B., P. Ga, (Slough) .. wa Li 45 
Starkie, E. Ġ., M.B.E., A.C.A. (Leeds) | T si 43 
Strect, G. W., ESA A. aa area isd re 94 
Sutcliffe, S., F.c.a. (Halifax) .. 7 ie i 586 
Taylor, E. ACA. (London) Sé ER e s8r 
Tilley, J. P. + F.C.A. (London) . 142 
Tollit, C. Ca M.A., F.C.A. (New York) ad 489 
Trenchard, H rA C.A. (Leeds) eg ae 45 
Tropman, T S, F.C.A. (Birmingham) ` ae 581 
Veitch, H. J., CA. (London) .. z aie AN ETA 
Vickers, E., F.c.a. (Liverpoc}) ae ve 45 
Wakeling, CE. — LP FSAA (Brighton) Da ae 46 
Walker, E, H., F.C.A. Gë verpool) Ss e ae 45 
Warmington, G. H., F.C.A. e ; yu 142 
Watts, C., rca. (London) SÉ: 


West, L. H., F.c.A. (Lor-don) . j ee 489 
Whineray, R. C., FCA. (Barrow- in Furness) ae 

Whitaker, A. D., A.C.A. {Bradford} 
Wilkinson, F., A. CA. (Manchester) Ss Wë a 
Williams, T, Gs A.C.A. (Fleetwood) .. Se Co 45 


Wilson, H. S., F.c.a. (Manchester) 344 
Wood, J. P., F.c.a. (Burnley) 344 
Wood, S. A. V., F.c.A. (London) e 142 
Worthington, H., a.c.a. (Liverpool) .. 142 
O.E.¥..C. Statement: Europe Can Do It azzron 





THE ACCOUNTANT 


7 PAGE 
O.E.E.C. Survey: As Others See Us ee , ` 204 
Official Receiver, Appointment of ek Wi .. 7a 586 
Qi Agree ament with Kuwait Ss #3 ee te 54m 
Olivier Case: Restrictive Covenant Gren 
Origin and Deve! GEET of Doubie- entry Book. Jeeeping a 
(K. Robert, A.C Sc e dÉ 
Geihedos Profits .. he paa ` 86¢ 85e rege ECH Tac 
186c 20g¢ 2282 agze 268c 
5 » A Case for (F. A. Briscoe, A.C.A.) . 20 

a » Another View on (Jeffery English, 
ACA) 4y oe D Sé 10088 
Orthodoxy? Return te .. oe D Şa es Auge 
Osborn (Samuel) & Cola: Ss Sa Sa bont 
Our Contempuraris3 24 96 4d 792 212 255 


279 300 412 370 564, 632 


» Weekly Probler: d 













200 
Overdrafts und Advances ta Industry, Restriction of bays 
Overhead Expenses, Allocation of s3 Si "4034 ge 
Overseas Desnomie Surveys ee a . 210 435 535 
A Investments, Britain’s .. e Ss ee ey a 
Overtime Rernings: Tax .. e N e? 519p 
Pekistan’s Sterling Baiances Sa 2 ; iy yoron 
Parcel Post R: tes Higher Za e st S 96 
Parkland Manufacrurmg Co Ltd D ZE 3 aisf 
SE E “nt, Accountant Members of .. ed +. ZJN 
"Dale, Ltd .. P is Ka EZ 
iven eyouscurn: Evasion, T ag GE Sie RER? 
a during Sickness Se ae 42e 

4 Peace, The King’s (Sir Theobald Mari hew, Director of 
Prilig Prosecutions) zs vi Dé Gael 
Pension ‘Funds , The inp tance of SN SS 7 Atom 
» © Schemes .. oe 42c $35¢ 1350 
Perse A .. 22 46 70 D 110 142 166. iar 210 235 Ei 277 298 
322 346 386 479 435 468 491 313 539 353 586 610 630 
Pirie.” Ine scent Ia ap Works Co Sé Sé 340f 
Pi uis ‘iy y hone and Electric Holdings Tad 204 f 
Pistols eng Duty .. a i E 2390 
Pians Fonet Enter Rai Trafe .. hs A7 
Post Offices WW SE and Cash Accounts |. Siaz 
o wan Certs. D s za osp 
Pound Stringa “conasing Power ea Lo oe EE 
Power Prospects, Winter . we IS ce TH4tone 

Preference Dividends, Frev-of-T'ax: Gedfrey Philips 
Lid i ks ,  räson 
Premises, Register ‘of Industrial ` wey 


Praniura Accounts, Share: Shares Allotted Other’ Phan 
fos asn (Peter Whitevorth, I 








Zarrister-at-L aw) a 302a 

Presi ni uf the Institute at ‘Lerguay .. Gr +. 3490 36x 
Prisacd Sr 3 Company Ltd sid Sa K Gë LAI 
E ciwi a f. A, Indus.ces Ltd a on SR 5797 
Price Decline Begun? Has a Sa d Sie .  abawn 
e Maintenance, Unilever Ss A ag ss ywn 

p Reductions: Ena of Stage Ane? .., Fa 32 qeen 
Prices, Creoss-Currents in... di dx kb Zoron 
> Fait: Can .. E D SM , 2a3zwn 
Private Compnanics snd S Ouren c. Bhe 163¢ 

» Company, Floating a (R.G, Rose, AC, A LS 15a 

» Members’ Bills: £ zompanies Bill 24 586p 

A ge ay rectors ete., Bueden of Proof 

BE .. seGp 
Pronsic ['urposes, Valuation of Holdings in “Private 

Limited Companies for (IT. A. Henalton Baynes, 

47.4,, PCL) .. D Di 420l 
Problem, Our Weekly . Sé Wi 206 
Production for 1951, Census of asd Se É 540 

e of Monthiv Accounts, Speed in 13e 406 79a 
ge Sse 110¢€ 176a 185¢ 
Productivity, Corferesce on E Sg SE k 4q8awn 
wé Measuring Sy SN ie Ss zoka 
a Team Report: Bress-foundry S +. Son 
D v » Coal 625un 
ws y S Education for Management og 
wë e . Farming .. Kä ,, 24ÕUT 
, a Ké Footvear 427UN 
ys B 8 Flop Indusiry ; S Zär 
e e Ae Hot Div Gal, anizing .. Zeen 
E b i Lithographie Printing ..  gyywn 
së Ro $ Metal. Finishing . LERE 
e zi ; Steel, Iron and Non-ferrous 
Valve Industry e 34u0n 
D ap i Training of Operatives Anyi 
e Sé sé Vranang of Supervisors .. 4430 
Se Ve Welding S i5 zogun 
Profession Zo 1951, Tne .. n de a oe brga 


Professional Classes Aid Council 


d 
Notes.. ++, 22 254 | 277 7298 322 Ant 544 Ana 6x e, 
Profit "and Loss Accounts in che Mi ture Ke Ma 
3 Beath, C.A., ACW A) 3 the 
+ is Unnecessary, Theory of is Ss Si 


» Measureinent uf  ., 


1, Percentage: Hearing and Sanitary Engincees ‘see 


Percentages: Bakers d 
Epnfits, A Case for Orthodox (HE. A. Briscoe, AE A3. 
Se and Income, Private: inquiry .. Se 
m Distribution of Capital (Sidney 7. Siw on, Rar- 
: ristcr-at-Law) .. D ; 
d Orthodox .. 6 ee 





Sa Some Reflections on Industrial (H. P. Minn, 

A.C.A.) a N 7 sd We 

e Tax en E e 3 Ss EN 

CG » Companies and Residence .. Sg ks 

‘Taxation .. dé 

Poof in Bankruptcy for a Loan for Business Purposes 

(Spencer C, Maurice, Barrister-ai-iLaz) oy ie 

Proxy Forras: Companies Se D = ei 

sychology, Singular ve, e b es 

„Public Corporations, The Auditor in S d 

» Funds, Controding Spending < Dé r 

„o Works Loan Beard: Rates Increased. Së 
Purchase Records .. sa e 
iy Tax: Stock Problem |. i 

Pye Lid... as fi 8 pas ie 


Qualified Accountant in Industry, The 





"Ber aroe agaa 

Quarter of a Century: Reininiscences uf a Chartered 
dccouutiat (Herbert A. liams, A041). iN b178 
Quoisd and Unguoted Invertments a -. 486 227e 363. 


Raviley, 3 4., M Se<Lond.), FRAC ~ Genuine or 
False? Science and Suspect Documents Më e 
Rail Trafic, Plans for Winter A8 


Railway Takings, Betier .. Se së +g wa 
» Trafiic Reccipts, Better w he S 
Wage Award ie E Sé Se gé 
Rate Collection, Return of, 1950-51 Dé SS 
Raw M:.terials Talks Begin ef oa ah 
Rayon Output, High . vs ; a 
Reactions, First: Change in l Bank Rute Se Aas 
Rearmament Delays ag ae 
Recent Publications eu. 24 cé T29 144 th, 
279 299 350 412 gx6 564 
Recollect:d in Tranquiility Ai sie a Ké 
Register pf Industrie] Premises .. "n Ke 
Reguler Army Commissions tor Young Acc ourtants .. 
Relief Loss on Furnished Lettings vs SY Ca 
Reminiscences of a Chartered Accountant: Overter of a 
Centar: (Herberi A. Adams, ACA.) ass ae 
Renold and Coventry Chain Ce utd ~. ve e 
Residence, Compznicn and: Profits Tax v D 
Resiteniic} Course in Yorkshire, Students’ SE Ka 
Resident ur Non-resident: Income Vax tog oe 


Restiessr ss in the Sterling ge A 

Restricrion of Overdrafts aad Advances to Industr vou 

Restrictive Covenant: The Olivier Case. ee tee 

Remit Sales, Higher of ae Ss da Sé 
E Trade, Autumnal ° 

Retirement Benefits. Committee on Tax Treatment of ~ 


Appeintment to ‘I ‘ucker Committee .. e 
Asseviation of Superannuation and Pension Funds 
Memorandum E 
Faenity of Actuaries in ‘Scotiand’s Memorandum .. 
RBA, “Memorandum . ads a 
Institute of Actuaries’ Mer aorandum. , ra es 
Return of Rate Collection, 1950-31 Si vk Së 
x to Orthodoxy? .. KEN 
Revenue and Expenditure: Hali yearly Figures ue 
o Appointment .. ay Ke Së o? 

ab Concessions a? 3 aca Ss 1 

ee D:partments’ Accounts ei z Se 


Reviews — 


ABC of Plain Words (Gowers) dä Ka 

» e Foreign Exchanges (Crump) Se eh 
Accounting Mission, The (Sewell Bren) oi a 
Accounts Consolidated in Five Stages (fvans) +e 
Addington, Author of the Modern Income Tax 


{Fernsworih} .. te dé 










` te Sëe TO z 1376 12e 
tibe zone 238e 252c SECH 


300 Dër ie abre 


Doc 1366 163¢ 


LN 


A1 
597 


418a 
37 Rw 
qolcom e 
oam 
sobun 
436 
agin 
aa 
mt 
Gs gwen 


192 212 236 256 
538 612 632 


zaoa 
277 
298 
are 67c 


` zent, — 


6174 i 
roof 
Toun 
63 D 
10g¢ 
q2sin  , 
6296 
gwu 
179W 
a82ten- 


298 


ET 
ZNOW 





Vol. CXXV 


Reviews — contd. - 


Agricultural Death Duties (Watse .. 
Auditing Practice (Coomber) 
Book-kecping and Accounts (Dougan) 
British Economic History since 1760 (Lythe) ` 
Building Societies’ Year Book, 1951 

vg Society Work Explained (Ashworth) 
Companies Act, 1948, and edition (Magnus and Estrin) 
Conditions of Economic Progress, 2nd edition (Clark) 
Corporation Income Tax, "The (Good ei 
Cost Accounting and Analysis (Devine) 

e Ze for the Pharmaceutical Industry 
(The Association of British Phar- 
maceutical Industry) 

Course in Applied Economics, A (Phelps Br own) 

Cyclical Movements in the Balance of f Payments (Tee 
Chun Chang) . Dé x 3 

Differential Rating (Horsley) an 

Digest of the Law of Agency (Bowstead), 11th edition 

{ (Allsop) 

D; ymond'e Death Duties, 7 

‘edition (Dymoad and Johns} 

Eiectricicy Statutes, Orders and Regulations, and 

rdition (Ellott) S 

F undamentals of Accounting, ‘ard edition (Wade) | 
Group Accounts and Holding Companies (MacBe: oath 
and Plati) béi D D Pe 
Tlancoook on Accounting, Statistics and Busincss 

Office Procedures for Hospitals: Section J- 

Uniform Hospital Statistics and Classification of 

Accoants (American Hospital Association) . 

Tinportant Sections of the Bills of Exchange Act, 1882, 
und uf Other Acts (Textbooks Ltd) 
Income Tez 


st ‘Supplement to ruh 


baum) .. 
S Treaties (El encweig s and Sach) ` 
insurance Brokerage and A Agency (Dover) .. e? 
D of Profits, sth edition (Macken) 
Inter... Cost and financial Accounts (Souster) . 
Investment Arithmetic (Rix). 
Issue, Control and Regulation of Capital (Randall) | 
Key to income Tax and Sur-tax, 1951-52, and 
edition (Sieples) 
Law and Practice of Meetings, ‘3rd edition ¿ (Shackie- 
ton) S 
» of Income’ T ‘ax, rth edition (Konstam) 
Leeds Chambe:s of Commerce (Beresford) 
Legal Aspects of Business, znd edition (Light) 
Lewin on Trusts, 15th edition (Horne) 
Modern Management £ for Bakers and Confectioners, 
Book II: Four Confectionery CARI and Turner\ 
Money in a Maelstrom (Beyen) 
Motorists and the Law (A¢cFarlane) 
Nationalized Industries (Chester) S 
New Issuc Market and che Finance of ‘Industry 
(Henderson) a 
», Society, The (Drucker) .. 
Office Organization and Management (Dicksee, Blain 
and Rowland) . 
yy Systems (Office Management Association) 
Outline of the Law of Trusts and Trustces (Wilsoxt 
and Beattie) 
Palmer’s Company Prece sdents, 16th edition (Topham) 
Pioneers of British Liic Assurance (Withers) 
Practical Book-keeping and Accounts (Advanced 
Stage) (Castle) 
» Epitome of the Death Duties, and edition 
(Harrison) .. 
» _ Secretarial Work (Lee and Barr), ard edition 
Gate ; 
Principles of Accounting (Rowland), ah "edition 
(Falliams) . 
Proñts Tax (Mustoe) . PR 
Pe vn Acts, The (Board of Inland Heen P 
P Simpli fied (Rez) Séi e 
Random Keminiscences (Cutforth) 
Ranking, Spicer and Pegler’s Executorship Law and 
Accounts, 18th edition (Wilson) $ 
Reconstruction of Economics (Boulding) k 
Register of Defunct and Other Companies: Compan- 
ion to the Stock Exchange Official Year 
Book, 1951 
ep Surveyors, Land Agents, Auctioneers and 
Estate Agents, 1951 
Role of Measurement in Economics (Stone)... 


:¿ in Southern Rhodesia (Block and Rosen- 


PACE 


INDEX TO THE ACCOUNTANT 9 


Reviews — conid. — 
Secretarial Practice, 6th edition (Mannal cf the Char- 
tered Institute of Secretaries) 3 
Some .\ccouating Terms and Concepts (Unstitute of 
Chartered Accountants in England and Wailes and 


National Institute of Economic and Social Research) 171 
Specialized Accounting Systems, 2nd edition (Baily) 403 
Spicer and Pegler’s Income Tax, roth edition (Wilson) 403 
Siock Exchange Official Year Book, 1951, Vols. I 
and II (Skinner) . 15 626 
Substance of Economics, 13th “edition (Silverman) | 36 
Taxation of Private Companies (South Africa) (Silke) 84 
Tax Conventions: between the Swiss Confederation 
and the United States (Carroll and Locher) ja 430 
Teach Yourself Management (Frost) D i 429. 
Trustees’ Handbook (Finlay) 2 ks te 555 
Road Hauliers’ Compensaiion .. E Ze .. 67e 519a 
Rohert, Rọ, A.CI.S. ~ 
Accounting Through the Ages: Origin and Develup- 
ment of Double-entry Book-keeping zÄ bi 151a 
Story of the” Exchequer Tallics A wk 2ola 
Robson, Mri Lawrence WW., PCA., FEW e vi +. 3g8ten 


Rose, F., A.C_4,~ Uoiiday Cross: word sa L119 T44 190 21% 

Ross & Glendini:.), Ltd... ss es Ka 556f 

Royal Commission on Taxation — 
Banks and the 





Wat 


Memorandum of British Bankers’ Association es 998 
5 Federation of British Industries . ^ Sage 

d Inland Revenue Staff Federation .. 1228 

5 Mr M. G. Spriggs, Mä, ACA, EEN 

P National Chamber of Trade Zien 
Shipping Industry . S 1972 

Notice of Public Meeting 45 410 


Oral Evidence of British Bankers’ Association .. 534 5178 
Me sy F.B.1., A.B.C.C. and N.U.M. 437a 46, 519¢ 


SE Mr Nutcombe Hume 


. 335 5074 
Photograph és E . éi 47 
Singular Psychology Sei SE we ` 23c 


Social Security and Income Tax 
Poyal Society of Arts 

Rubber Trends . . 
Ruston & Hornsby (td 


ae, 41 1636 
6 


Salaries Analysis, Clerical, rgs2 .. ia 
Theatre and Cinema EES 

Seles, Higher Retail ` ; 
Records 

Salford Hundred Court 





e . RACH 
Sanitary and Heating Engineers: Profit Percentage e en 
Savings Certificates, {100 million in New ‘ š Ja 

x» Difficulties Sé 28 is ia E 213a 
Figures, Better .. ; Lo, ZOO 
Schedule Earnings when Received, Ta axing: ‘Leslie 
Howard’ Case .. 54.2a 
Science and Suspect Documents: Genuine or False? (7. A. 
Radley, M.Sc.(Lond.), FRI. 4184 
Seasonal Changes in Output: Se “Industrial Pro- 
duction .. d 154m 
Service Officers’ Uniforms: Tax Allowance 559P ` 


24 45 72 96 120 144 167 102 212 
236 256 279 300 324 348 438 412 


Seventy-five Years Ago 


436 408 492 516 540 564 = 8 612 632 
Shareholding Limitation: Co-operative Societies - 514p 
Share Premium Accounts 541a 
Aë 5 Së Shares Allotted other than for 
Cash (Peter Whitworth, 
Barrister-at-Law) 3024 
Shares, Charging Orders on EE G. Maurice, Bar- 
rister-at-Law) . 567a 
»  Waluation of ds 420 335l 394l 
is Si in Private Limited Companies for 
Probate Purposes (T. A. Aani 
tan Baynes, A. 4, FCA 4201 
Sheepbridge Engineering Ltd 207f 
Shetheld and District C Sie “Accountants Students’ 
Society ` D ae ere DÉI 515 
Shipbuilding, Activity i n EH 
Record .. 428wn 
Shipping and Taxation: Shipping Industry’ s , Memo- 
randu'u to Royal Commission on T gration 197a 
s»  - Freight Kstas, Lower Sorn 


F Freights, iiigher së 28 ,  I79wn 
Sickness, Pay during : E SON Suis 420 
Simon, Sidney F., Barrister-at-Law — Distribution of 


Capital Profits At 


ioe ‘INDEX TO 


~ 74 
PAGE. 
Sisson, H. A., O.B.E., M.A., F.C.A. ~ Income Tax 
Avoidance ` S 5261 
Sixth Internationa Congress on “Accounting: - 
‘Appointment of President and Vice-President 337un 
Death of Major-General! E. C. Hayes, Cp. 220 


Social Security and Income Tax: Royal Commission on, 
Taxation e ax 4 EIN 734 oi 163c 


D Service, Century of 47a 
. Society of Incc; porated Accountants and ua. 
Auditors — 
(See also under ‘Incorporated Accountants’) i 
Examination Results, May 1951 . 56wn 68 


át Cambridge 235 246run 269 


Residential Cou- es 
* Industrial Profits (H. P. Finn, 


Some Reflections 
A.C.A.) . 


. 546} 570l 
Sophian, T. 4, Barrister-at-Law — Landlord and Tenant: 


Leasehold Bron: arty (Temporary Provisions) Act, 1951 441a 
South-Eastern ` ciety of Chartered Accountants — 
Southampton Moyi ders’ Group 563 
Twelfth Annual ; ner. DEEN 467 
Southend-on-Sea ("` ~:tered Accountants’ Group 9 563 
Special Contributi. and Trusts (Peter Whitworth, 
Barrister-at-Law) wie Pa 199a 
Speed in Production of Monthly Accounts. 18c 40¢ 50a 
. 65¢ Sse 110c 176a 185c 
Spicers Ltd sof 
Spiers & Pond Ltd’ k 224f 
` Stamp Memorial Lecture 411 
Standard Costing System, Installation of: Consultants’ 
Fees . Site 
e Costs and “Budgets: Management- Control Ac- 
counting (Harry Dugdale, A.A.C.C.A., 
ACW.A., AMILA. 28a 


Standards Sd Variances, Stocks es Clive de Paula, 
A.C.A., W.A a 2394 296c 319c 384c 


SC SE KS 514P 

Steel and Coal Shortage .. 2gown 

» Controlled Again = L7gwn 

» Corporation and Directors 1o5wr 

» for Aluminium Szen 

» Prices, H'zher. EE 

n Production Maintained swn 

» Supplies Outlook .. 577wn 

SE) Team for U.S.A., Constructional 299 

Sterling Area, Restlessness i in the 42820n 

» Balances, Pakistan's oy Ze yown 

», Japan and Se SS +. 222000 

» Pound: Purchasing Power 585p 

Stevens, Mr G. P., M.P., EGA, 563 

Stock Dividends: Non-resident Tax 46p 

» Exchange Visitors .. 167 

za 5 Weekly Oficial Intelligence 323 

»» Valuation of EECH 
Stocks, Standards and Variances (F. Clive de Paula, 

C.A., A.C.W.A 


> 2394 ae 319¢ 384c 
Story of the Exchequer Tallies (R. Robert, A. & IS.) . zora 


Students’ Residential Course in Yorkshire 631 
Study Period, An Experimental . EI 
Styrene Co- Polymers Ltd WEI 
Sulphuric Acid Plarit, Finance for 17gtun 
Sulphur Outlook 2o5wn 
Supervisors, Training of, Productivity Team Report . 44302 


Supplement — 
Photograph of some personalities at-the 1951 Summer 
Course of The Institute of Chartered Accountants 
in England and Wales . facing page 262 


Sur-tax Directions for the Final Period i ina Liquidation 510¢ 
» Private Companies and . . &7e 163c 
Tax Allowance: Service Officers’ Uniforms 559p 
» Arrears: Bankruptcy Proceedings .. yop 
» Non-résident: Stock Dividends ;.. 46p 
d saaa time Earnings 539 


Treatment of Retirement Benefits, ‘Committee on, 


the .. f .. IZOWN 172a Zoom 298 
‘Taxation Conference P ` ei 4144 464c 
o Courses of Dectures en 


.211 255 278 
E Arte 
515p 


ag Goodwill and : ne Ge 

S Profits .. T 

Royal Commission on ‘(see Royal Commission 
on Taxation). 


THE ACCOUNTANT 


Vol. CXX% 


PAGE 
Taxation upon Industry and the Individual, Effect of 
(E. G. Turner, M.C., F.C.A.) te Sé 4g6t 
Fering of Professional Accountants Charges , a -435¢4. 
Schedule D Earnings when Received: ` Leslie = 
Howard Case ny 5428 
Taxpayers: Income Returns -., S D op 
Taxpayer's Victory, nome 7 602%, 
Taylor, A. B. ZC AACL. A. Losing Re, Ti ¥ 
tion ` = e EE Zug 464e 
Terms of Trade, Better R SE ged . T vu bien 
‘Textiles, Cross-currents in Cotton ke op bé "Togeon 
Theatre and Cinema Managers: Salaries eee Ae 
Theory of Profit is Unnecessary 4lc 
™hornycroft (Lt I.) & Co Ltd ` §30f 
““‘hree perce _-2fence Bonds, Second Issue: Conver- 
sion Offer g ; ne x 543 
Tithe Act, ost e  baäo 
d Redemption Cominiasion .. ate 
“Tonnage Stabirearion Association Ltd . 267 
Trade, Autumnal Retail .. Er Sé Be E 
» Better Terns of .. Cé n d o Te. 
An Dez ES d Prices syur 
ae vi. Mäculties — 2S 
eg E Seller Gs ER ne 17 
» b Sexsember, External .. wd g Ko E 
» . Union Sr tistics Bax 


SE for Accountancy (Sir Harold Howitt, Ton EN S 
D.S.O., M.C., D.L., J.P., F.C.A.) 126l 209¢ 212 


D s» Industry, "University Atom 

5» of Operatives Productivity T eam Report 4270n 
Supervisors Productivity Team Report 443000 

Tramps, Lay-up Levy for Deep-sea. GC 263wn 
Transport Arbitration Tribunal . iw ie ae 519a 
Sé in 1950 Gë Si 3qwn 

di Inquiry, Glasgow S Ss 278 
Treasury, Migrant / Companies and the .. 3 . I2IA 143 
Trickett, K., A.S.A. A. — Crossword for Christmas Bro Be 


Triplex Safety Glass Co Ltd. 92f 
True and Fair View, French for 339c ‘4o8e 464c 4860 511c i 
Trusts, Special Contribution and (Peter Whitworth, 


Va 


Barrister-at-Law) Logo 
Tullett, Wilfred, FLSA. A. — The Inspector of Taxes 
Interr~sates: Two People Who Wish to Get Married shoa 
Tusz ruland | Cement Co Ltd aay 
Turner, E. G., , F.C.A. — Effect of ‘Laxation upon 
Industry and ie Individual f 4961 
Tyzack, W., Sons & Turner Ltd wet Déi 507f 
Uniforms, Service Officers’: Tax Allowance .. A 559%, 
Unilever and Price Maintenance Ka swn 
Union of Chartered Accountant Students’ Societiës ©. 4 631., 
United Gas Industries ‘ Bry" 
» Kingdom’s Reserves and. Liabilities 247wn b 
», States Gold Sales, Lower Bown 
Units, Autonomous (7. P. EN `B. Com. ‘Hons. d Si 
C.A.) i 8a 
University Training for Industry ` Aën 
Valuation of Holdings in Private Limited Companies for 
Probate ee (T. A. Hamilion Baynes 
M.A., à 42ol 
2 Holdings i in Prin Limited ‘Companies for 
Purposes other than Probate (W. - 
Campbell, B.A., P C.A. ) on 394l 
i Shares . 3 42c 355l 394l 
Stock $ 252c 
Valves” Productivity Team Report ER 
Variable Budget, Flexible an ggwn 


Variances, Stocks, Standards. and (E. Clive de Paula, 
T.D., A.C.A C.W.A. 30a 296c 319¢ 384c 
Venner, Second Doc 5. B.: Gallant ee in 


Kor 46 
Vigzol | Oil Co Ltd.. 530f 
Walker, William, & Sons Ltd .. E cage ve 132f 
Warley, Major G. A., F.C.A., installed as Master of 

Worshipful Company of Farriers 277 
Wear and Tear Allowances for Machinery ¢ or Plant: 

Income Tax s A A š 608 
Weekly Problem, Our on S 20 
Welding Productivity Team Report <.. ZOUR 
Western Manufacturing Estate Ltd -404 f 4837 
Wet Water 88c 136c 185c 
When is a Share Given? | EES 
What I Think of Accountants (By an Inspector of Taxes) 5978 

ve ge Inspectors of Taxes (By an Accountant) 596a- 


























“\ Wool, ‘Australia’s Decision on 


d 


we S JE E 
Ke ie 


Vol. CXXV 


| Whitworth, Peter, Barrister-at-Law — 
“0dwill and ‘Taxation 
age Premium Accounts: Shares Allotted other than 
for Cash Gë it wi . 
Special Contribution and Trusts a wie + 
Wide Interests of Articled Clerks se A9 "ës s 
Yestkes Ber “ngincering Co Ltd 
Winter TL. vrospects ., Ss 
We: - Chartered Accountants’ Dining ‘Socie oun, Dinner 
in London S 
. Wonderlenc, Company Meeting 1 in (Angus MacBeath, 
C.A., A.C. W.A.) 


ESTATE DUTY 
Trustees, Lord Advocate v. S Er 
“eneral, St Aubyn Estates Ltd = 








$ ‘Ltd, Inre, Inre re Payton: ` EN 
vee ery 
Sech ent, Inve |. . (CVA) 
GE R., D’ Avigdor-Goldsmid v... ad «+ (CLA) 
Cunliffe-Ow en, In re ihe =z .  (Ch.D.) 
D’ Avigdor- Goldsmid v ĠIR. |. .. (CA) 
` Lord Advocate v. Angus Trustees xa (C.S.) 
Payton, In re; In re Austin Motor Co Ltd .. (CA) 
St Aubyn Estates “td v. Attorney-General . (H.L.) 
EXCESS PROFITS TAX 
Birmingham Small Arms Co Ltd v. C.LR. . OI LA 
CIR, Birmingham Small Arms Co Ltd v, s LL.) 
INCOME TAX 
" Asia Mill Ltd v. Ryan .. (H.L. 
B+ Ap, Littman v. . (C.A 
Batley, "In re .. (CA. 
Beeson; Bentleys, Stokes & Lowless v. (Ch.D. 
- Bentleys, Stokes & T owless v. Beeson .. (Ch.D. 
Bernard and Shaw Ltd v. Shaw (K.B.D. 
C.LR., Craigenlow Quarries Ltd v. a .. (C.S. 
CLR., Moray Estates Development Co v. .. (CS. 
Craigenlow Quar ce Ltd v, C.LR. (C.S. 
‘nds Provident and Century.Life Office and Anothe 


v. Investment Trust Corporation Ltd and Others 


(H. 
Gospel and Another v, Purchase S - (HL 
Higgs v. Olivier .. Ve Ge D “(Ch. 


Dat: 


Ne ee Na Na ee 


INDEX TO THE 


PAGE 


Ae 


302a 
199a 
631 
132f 
I54Wn 


538 


3524 
Rogue, 


INDEX TO SUMMARIES OF TAX CASES ~ 


ACCOUNTANT 


Wool, Complexity in DN Te le 
» Prices, Uncertaifi .. 
Working. Papers, An Accountant's Wi M. ` Duncan, 


Worshipful ‘Company of Farriers: “Major GA Warley, 
F.C.A., instaled as Master 
Writs and Documents on Companies, Service cf 


Yorkslire Brick Co Ltd .. 
re County Cricket Club | 


Zinc Allocations, Copper and 


b 


DI 
E 
| 
l 


Investment Trust Corporation Ltd and OI s, Friends 


Providen. . nd Century Lift Office and Ay ther a, 

(H.L d 

Littman v. Barron: iS ag Sei .. (C.A. 
Luker, Wildbore v. i SN de (Ch.D. 
Lyons, In re (Ch.D, 
Moray E' cates Dev clopment Co v. CLR. .. (C.S. 
Morleston and Litchurch Commissioners, Rex o: ex 
parte G. R. Turner Ltd (EBD 
Napier v. National Business Agency Ltd .. (C.A, 
National Business Agency Ltd, Napier v. / äi 
Olivier, Higgs v. . (Ch.D. 
S; o 


Rex v. Morleston and Litchurch Gene a 


Lë ` 


parte G, R. Turner Ltd Di 
Ryan, Asia Mill Ltd v. .. 7 p .. (H.L) 
Shaw, Bernard and Shaw Ltd v. (K.B.D.) 
Turner, G. R. Ltd, ex parte; Morleston and Litchurch 

Commissionėrs, Rex v. (K.B.D.) 
Wildbore v. Luker En Dé is (Ch.D.) 

d PROFITS TAX 
CIR, Johannesburg Consolidated Investment Co 

Ltd v. Sei 
C.LR., Lamson Paragon Supply ‘Co Lid v. (Ch.D, 
CIR, Trinidad Leasehold Ltd v. . Ch.D.) 
CIR, Union Corporation Ltd a - (Ch.D.) 
J ohannesburg Consolidated Investment Co Ltd v. 

C.LR. orp) 
Lamson Paragon Supply Co Ltd v. CL. R. (Ch.D. 
Trinidad Leasehold Ltd v. C.LR (Ch.D.) 
Union Corporation Ltd v. C.LR dë (Ch, D: 

Si SPECIAL CONTRIBUTION ` 
C.LR., Dale v. (Ch.D.) 
Dale v, CLR. (Ch.D.) 





yonn LS 


gswn 


445l 4731 


JULY JTH 1951 


CONTENTS 


Leading Article Page 


The Finance Bill, 1951: The 
Debate Continued — IV 


Special Articles 


A Case for Orthodox Profits 
by H. A. Briscoe, A.C.A. 


Autonomous Units 
by 3 P. Hourston, B.Com. 
(Hons.), C.A. 


Weekly Notes 


‘Coal Board Appointments — 
.Coal Board’s 1950 Results — 
First Fiscal Quarter — Record 
for Bank Advances ~ Price of 
Bank Accommodation -- Allo- 
cation of Metals — Dollar Ex- 
ports Council — Colombo 
Plan Regins 


Reviews 


Finance and Commerce 


Current Law 
` Detinue: Damages — Com- 
pany Procedure- Banking 
Account — Equitable Assign- 
ment- Contract: Anticipatory 
Breach — Breach of Contract: 


The Accountant 


H 


Devaluation of Pound- ` 


Liability of Agent 


Correspondence 


Speed in Production of 
Monthly Accounts — 'The Ac- 
countant’s Loyalties — Singu- 
lar Psychology ~ The Auditor 
in Public Corporations — 
Relief Loss on Furnished 
Lettings ~ Census of Distri- 
bution: Queries on Com- 
pleted Forms- Integral 
Book-keeping: a Problem — 
Our Weekly Problem 


Notes and Notices 


Personal — Professional Notes 
— Obituary - The Institute’s 
Autumnal Meeting, 1951 — 
Manchester Society of Char- 
tered Accountants ~ In Par- 
Lament ~ Chartered Account- 
ant Students’ Society of 
London: Southend-on-Sea 
Branch~ Australian Ac- 
countant seeks Correspond- 
ent-Double Taxation: 
Jersey, Guernsey and Nor- 
way ~ Recent Publications — 
Our Contemporaries ~ 
Seventy-five Years Ago 


17 


18 


22 


ESTABLISHED 1874 
VOL. CXXV NO. 3994 


THE FINANCE BILL, 1951: 
THE DEBATE CONTINUED-IV 


A T the report stage of the Finance Bill, four new clauses, all 
put down by the Government, were added to the Bill on 
the first day, Thursday, June 28th. 


Gifts to the National Trust and other bodies 


‘The exemption from estate duty which Section 31 of the Finance 
Act, 1937, and Section 31 of the Finance Act, 1949, provide in 
respect of land and maintenance funds given to the National 
Trust is to be extended 


(1) to any objects ordinarily kept at the time of the gift in a 
building forming part of the land and given by the donor 
of the land with a view to their preservation or use in the 
building; 

(2) to any building (together with its grounds) given to, or in 
trust for, a Government department, local authority, or any 

~ other body not established or conducted for profit, with a 
view to its preservation for the public benefit, provided that 
the Treasury direct either before or after the gift that the 
gift falls within the subsection. 


The first subsection provides that, although the same person 
must make the claim for exemption in respect of the building and 
its contents, the claims need not be made at the same time. 

Under the second subsection, the Treasury may not give a 
direction unless in their opinion the building is one for the 
preservation of which special.steps should be taken by reason of 
the cost and the building’s outstanding historic, architectural, or 
aesthetic interest, and unless the department, authority or body 
in question is an appropriate one to take on the responsibility. 
The Treasury may require such undertakings as they think 
appropriate for securing the preservation of the building, for 
restricting its use and disposal, and for providing reasonable 


-public access. These undertakings may be varied from time to 


time by agreement between the Treasury and the person bound, 
and are enforceable by injunction. 


The Commissioners will have a discretion, where property is 


_ given as a source of income for the upkeep of any land or objects 





x 


to direct that so much cz iy of the income shall be deemed to be 


so given as is in their opinion sufficient for the purpose, having 
regard to any other property given by the same or any other 
person. ~ 

The Clause is to apply to duty leviable on or with reference to 
any death occurring after the commencement of the Ace when- 
ever the gift was made. 
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_ Private companies and estate duty 
Every year a considerable amount of time is 
found for general discussions on different aspects 
of taxation, which though useful, and indeed, 
essential, are unlikely to bear legislative fruit. It 
seems a pity, therefore, that when Section 55 of 
the Finance A 1940, came at last under review 

` after ‘several attempts in previous years, the 
debate should have been so short. Though the 
Opposition speakers made some telling points 
they did not really develop the subject, whilst 
the Government benches could only muster a 
statement from Mr EpwarDs, a short speech, and 
a number of personal comments by way of 
interruption. 

The unreasonable results to which Section 55, 
and indeed the whole of the 1940 estate duty 
legislation may lead, scarcely need to be em- 
phasized to accountants. Suffice it to say that 


whereas the private company became extremely. 
popular soon after its introduction in 1908 and, 


conferred an undoubted boon on the industrial 
and trading community, itis becoming a pitfall 
for the unwary. Indeed, anyone forming such a 


company except under the advice of an experi-. 


enced tax practitioner may well pay dearly. for 
his incaution unless his means.are very modest 
when he dies. 

Part IV of the Finance Act, 1940, which greatly 
strengthened the legislation of ten years previously, 
was really aimed at persons whose main object in 
forming a limited company was to avoid estate 
duty. It was debated“in Dunkirk week ~ not the 
most suitable time for examining a dozen of the 
most complicated sections in the statute book — 
and its drastic nature may not have been fully 
appreciated. The position of such shareholders 


has not been equated with but may be worse- 


than that of persons trading individually. ` 
In ‘effect,-a disadvantageous method of valua- 


tion is imposed in respect of certain companies 


because their shares are not distributed amongst 
a sufficient number of people, regardless . of 
whether the individuals concerned Have used the 
company as a mere device or are bona fide 
traders. However, the complaint has generally 
been the economic one that family businesses are 
being” foreed to sell up or to float a public issue 
in order to pay death duties — which is almost 
i impossible to demonstrate effectively by means 
of statistics. 


It is presumably complaints on these lines 


made by such bodies as the National Union of ` 


Manufacturers which engendered the Inland 
Revenue inquiry to which Mr Epwaros referred 
in his speech. He disclosed that 


‘there are about one hundred cases a year which 
can be described as hardship cases, using that 
word in a particular way, namely, to describe any 
cases in which the estate duty on the total assets 
exceeded the non-trading assets so that some part 
of the duty would have to be found out of the 
business. I usé the word “hardship” in that rather 
technical sense in which the inquiry has been 
conducted.’ 


' This is not BE ‘hardship’ in a ‘rather 


technical sense’ but giving it a wholly artificial ` 


meaning. The real hardship is the imposition of 


. discriminatory methods of taxation on a particular 


section of the community and it proves nothing 
to compute whether in individual cases the total 
duty borne exceeds the market worth of such of 
the assets as have not been unfairly valued. Such 
a comparison does not even show the extent to 


which the payment of estate duty necessarily 


involves selling some of the shares concerned ~ 
though one supposes this to be the implication - 
because no one suggests that the widow or other 
main beneficiary would or should sell -the 
deceased’s dwelling-house, furniture, personal 
effects, etc., in an effort to keep the EES 
inviolate. 


The results of the inquiry are to be at 
in a White Paper, and it is to be hoped that they 
will be more illuminating than the EE 
SEcRETARY’s remarks foreshadow. _ 


Miscellaneous Points 


Mr GAITSKELL announced that the Government 
is working on a scheme to compensate pensioners 
of the Indian Government for the additional 
taxation involved by the decision of that Govern- 
ment to tax them. . . 


Mr Douctas Jay promised to consult wih the 
Service Ministries about an amendment of the 
out-of-date’ scales of ‘uniform allowance’ given 
under Rule zo of Schedule E to ‘officers in the 


Services. He’ pointed’ out, ‘however, that the’ 


existence of these scales does not preclude a 
claim under Rule 9 where the facts warrant it, i.e.- 
when the ¢ expense, was wholly and necessarily i in- 
curred i in ‘the: performance $ of the. officers’ duties., 
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A CASE FOR ORTHODOX PROFITS. 
AN INQUIRY INTO THE BUSINESS MEN’S BARGAIN 
WITH THE COMMUNITY ` 


by H. A. BRISCOE, A.C.A. 


By laying out money, the business man provides the income of the rest of the 

community, which in turn provides him with goods. His bargain is that he wili 

sell these goods for a greater sum and live on the difference. He has no right to 

alter the terms of this bargain if inflation occurs and must, therefore, accept 
orthodox profits as true and fair. 


HE Institute in their recommendation 
XII, ‘Rising price levels in relation to 
accounts’, confirms the use of orthodox 
methods of calculating profits and the Millard 
Tucker Committee adopt those recommendations 
in their recent report as the only fair method by 
which all sections of the community may be 
treated alike. Nevertheless, neither answer the case 
put up by replacement cost accountants on their 
chosen ground, and I think they have a case which 
must be answered on its merits. What is more; 
I think they have proved their casé, which is based 
on common sense, and it breaks down in the end 
simply because the underlying principle cannot 
be applied to all, and as the Tucker Committee 
say, it is unfair to apply it to one section alone 
of the community. 

For what does it amount to other than that 
inflation is dishonest, and they propose to correct 
that dishonesty in the case of the business man 
because they say that if this is not done the life- 
blood of British industry will drain away. No 
doubt they would do the same for the rest of us, 
but they realize that to correct the wrongs of 


inflation for every one is to will that there is no . 


inflation, which is absurd. 

To investigate the matter we must first Bohne 
our terms. Orthodox profits may be defined as 
what is Íeft over after wealth in terms of money is 
maintained intact, and replacement cost profits 
what is left over after real wealth is maintained 
intact. Since money, even in the form of gold, 
will not support life, and credit money is but a 
debt owing, surely it is more important to main- 
tain intact the things which money will buy 
rather than money itself. Does this destroy the 
case for orthodox profits at one, blow? 


Replacement Cost Accounting Examined 


The business man stafts with a sum of money. 
He carties on a business, and if he never spends 


i Reproduced i in'The Accountant, ‘January 15th, 1949. 





more than his orthodox profit he will never dip 
into the money he started with. If all business 
men do the same, then the community will 
maintain its money intact. I mean in the sense 
that it will have money or equipment and stock 
which, valued at cost, will equal the money 
which was originally laid out. 

This is better, for it means that the orthodox 
method of accounting does at least. maintain a 
volume of real wealth equal at cost to original 
outlay. But this volume of real wealth is constantly 
consumed and replaced, and if inflation continues, 
and we do no more than maintain intact the 
original money outlay, this will buy a progres- 
sively smaller volume of réal wealth as time 
passes. Obviously so, for each time it is used to 
replace the wastage of wealth it buys less. Are 
we, then, living in a fool’s paradise if we are 
content to maintain our capital in terms. of 
money? If this is what happens in times of 
inflation, even if we agree that orthodox profits 
are true money profits, what is the use of that? 
If inflation is to be always with us, and a stable 


- currency is a thing of the past, must we accept 


profits calculated by the replacement cost method 
as the only true profits in a practical sense? 

. Consider the effect on the country ge 3 whole 
of adopting replacement cost accounting in times 
of inflation. We know that the gross national 
income is equal to the gross national product. 
Part of this product is consumed, and this is - 
equal to that part of income which is spent. It 
follows that the remainder of income is saved, 
and is equal to that part of the gross national 
product which is not consumed. In other words, 
it is equal to gross capital formation. 


The Effect of charging Depreciation 


When we charge depreciation against profits, this 
is, in effect, a decision to save, As with the rest, 


_this part of saving is represented by a correspond- 


ing part of gross capital formation; somewhere in 


ORG 
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the country it is represented by new plant, but 
not necessarily within each business which 
charges depreciation. 

Since the new equipment is no more than 
equal to the wastage of old equipment due to 


wear and tear and obsolescence,’ this saving Is ` 


rightly considered not to be saving at all, but a 
legitimate deduction from profit to arrive at net 
income. But if it is orthodox depreciation, then 
the sum of money involved will represent a 
certain volume of old equipment bought at low 
prices on the one hand, and a smaller volume of 

_ new equipment bought at high prices on the 
other. Hence, the relative volume of gross capital 
formation involved will not be so large as the 
volume of wastage of old equipment. A further 
amount of saving must be allocated, equal at 
current prices to that further yolume of equip- 
ment required to make up the differerice, and if 
we use the replacement cost method of calculating 
profit we are conceding that this too should be 
considered not to be saving, but a legiti- 
mate deduction from profit before arriving at 
‘income. 


- If this is allowed, and a corresponding adjust- , 


ment is made for stocks, business men will be in 


that favourable position where, not only can ` 


they save enough to finance the effect of inflation 
on their business, but that saving will be con- 
sidered to be, not savings, but a legitimate deduc- 
tion from their profits, and only what remains will 
be looked upon as income for all purposes, in- 
cluding that of deciding their fair share of the 
national cake. The final result is that the real 
wealth of each business and, adding them to- 
gether, the real wealth of the nation, is preserved 
intact before arriving at spendable income. This 
is common sense, and it is also true; then why 
not accept replacement cost accounting here and 
now? Before deciding, let us have a glance at 
what happens in practice in times of inflation. 


A Stable Currency versus Full Employment 


Inflation is the result of a deliberate choice made 
by the community for the very good reason that 
the means of preventing inflation are ‘available, 
are well known and effective. If we apply them, 
believing that a stable currency should be our 
first priority, we know from experience that we 
shall suffer from booms and slumps, and if times 
are out of joint, as they were between the wars, 
the slump may be long continued and unemploy- 
ment rife. But if we say we have had enough of 
this, we will be masters of our fate, too long have 
we suffered ourselves to be the slaves of money, 
in future we will make full employment our first 


priority, then, human -nature remaining un- 
changed, inflation is the. result. 

Well that is bad enough, but we console our- 
selves that at least we have full employment, all 


‘resources are in use, trade is good, orthodox profits 


are high, investors hurry to buy equities because 
in spite of the orthodox method of calculating 
profit they provide the best available hedge 
against the effect of inflation, and industrialists 
lay out money freely on equipment and stocks, 
so that our real wealth increases at an unpre- 
cedented rate. What, then, is there to worry 
about? Why bother to alter the method of calcu- 
lating profit? Again, before deciding, let us see 
how the difficulty has, in fact, been overcome up 
to date, using orthodox methods. 

Orthodox profit maintains our original money 


‘outlay intact. Admitted that this is not enough 


to maintain the original volume of the country’s 
real wealth, but is it not true that inflation con- 
tinues because government does not restrict 
credit, that extra money is created in sufficient 
quantities to support an increasing volume of 


real wealth in spite of high prices? The essential - 


thing is that business men should be willing to 
adventure their money on equipment and stock, 
and while inflation persists they ate willing and 
are held back only by controls and delays in 
delivery. It is during a slump that they are un- 
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willing, and in consequence, it is then, and not. 


in times of inflation, that the country’s real . 


wealth declines. 


Savings will always finance Inflation 
We have the proposition that money is available, 
since bank credit is unrestricted and is cheap, 
and sufficient is laid out to maintain and increase 
our real wealth, but can this go on indefinitely? 
I see no reason why it should break down. The 
elements of economics will help us here, for as we 
noticed above, savings are equal to additions to 
equipment and stock, hence whatever may be the 
financial position of the individual, business men 


as a whole having laid out money ‘and thereby- 


achieved large additions to their real assets, can 
be assured that savings to finance their outlay 
are available. 

This is in line with our experience in recent 
years. The capital equipment of this country has 
been maintained in a healthy condition, and the 
savings to finance it have been made available 
where needed. Why, then, the agitation for a 
new definition of profit? The reason is not far to 
seek. The business man finds that he has to save 
merely to maintain the original size of his business, 
or worse still, he may find that he cannot save 
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ven to achieve this modest result, and 
ve has a grievance, for most business 
- particularly those who owr. a small or 
ized business, are loath to seek. outside 
o keep things going. 
theless, although. he may be disgruntled 
one else at the evil results of inflation, 
‘ns willing to borrow money if necessary 
‘ain and expand his business, for this is, 
of all, so much more profitable than 
else he could do. Hence, the mainten- 
1 expansion of our real assets is assured 
enterprise of business men who have 
nd will go on making, the necessary 
o achieve this end, although no more 
rthodox profits are conceded by the 
nity. 
Survival Assured , 
this is the crux of the matter. Orthodox 
‘ants must accept as true the theory of 
ment cost accounting but at the same time 
can point out that the business’ world, 
F orthodox methods, in conjunction with the 
rs and the money market, keeps the life- 
od of British industry in good health in 
e of inflation. This being so, we are freed 
fm the compulsion of necessity. If we had to 
opt replacement cost accounting in order to 
urvive at all, then that method would be fair 
n the long run although its immediate incidence 


was unfair. Since this is not the position, we are ` 


free to judge whether the new method, on its 
merits, is fair and just, and likely to help us to 
achieve our main objective which is to combat 
inflation. 


Saving versus Business Outlay 


A small business man may have to save before 
he'can lay out money on a new venture, and this 
perhaps is ideal, for it relates outlay to saving, 
but later on, as his business grows, other sources 
of money become available to him, and so we 
find that for the country as a whole, the urge to 
lay out money has little direct connexion with 
thrift. Now the motive for outlay is enterprise, 
while the motive for thrift is security, and there 
is no reason why these two different things should 
balance, nevertheless their lack of balance cannot 
disturb the inevitable equality of savings with 
d capital formation, and the clash works itself 
Tout in booms and slumps. Thus, if the desire to 
save represents a sum which is less than outlay 
on additions to equipment and stocks we have 
, an inflationary pressure, if more, then deflation 
va the: result. This is where the vicious spiral 
manifests itself,.for as inflation persists, saving 
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becomes more and more a mug’s game, while 
the laying out of money to acquire real wealth 
becomes more and more worth while, and as the 
two decisions drift further apart, so the inflation- 
ary pressure increases, Will replacement cost 
accounting help or hinder our fight against this 
evil? ` 
Inflation our Real Concern 

If a position arises where business men find they 
can get a higher price they are but human and 
take advantage of it. The rest of us feel the 
pinch and press for more wages, salaries, etc., 
which, being added to the price, gives us but a 
fleeting advantage, the tendency being for the 
business men to be always one jump ahead in 
the’ race. If you superimpose replacement cost 
accounting on this vicious spiral there are twa 
things which can happen. Either you can increase 
prices to take care of the new item introduced 
into cost, or you can leave them as they are. In 
the first case inflation will continue at an acceler- 
ated rate; in the second case business men will 
try to use the new and smaller profits disclosed 
as a justification for refusing further wage in- 
creases, and should they succeed, they will have 
stabilized their advantage of being one jump 
ahead. I do not think they would succeed, for 
the trade unions would be quick to seé who were 
reaping the benefit of the new accounting system: 
In. any case, all businesses are. not equally 
prosperous, some would of necessity increase, 
their prices, so that on the whole I think it must 
be admitted that, as in the case of any other way 
by which a larger share of the national cake goes 
to one section of the community, the rest will 
not shoulder the sacrifice demanded of them, and 
further inflation is the result. I do not think that 
we can expect replacement cost accounting to 
make any contribution to the fight against 
inflation, rather the reverse. 


Bonds versus Equities : 
Unfortunately, there is another and worse aspect 
of the case. To stop inflation we must make 
saving in general worth while, and: particularly 
small savings whereby everyone will in time own 
a share inthe means of production.’ Now the 
business man, having willingly laid out large 
sums, can be sure that savings to match are ayail- 
able, and he will make use of them by borrowing 
on mortgage, debentures or short-term notes, 
or by. issuing preference shares, and only in part 
will he allow those who have saved to share the 
proprietorship of his business by issuing ordin- 
ary shares. Whichever method is-used, the reward 
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cf thrift should be the same, and in particular 
small savings which seek the security. of a bond 
must be protected if our final object is te enjoy 
tke kenefits of full employment as well as a 
- stable currency. Therefore, it is not fair to give 
the equity- -holder the benefit of replacement cost 
accounting while all. other ways of investing 
‘savings have no protection from the effects of 
infation. This is true in the case of the national 
debt, but where the business man has laid out 
money, and, thereby becomes the owner of real 
assets which he finances by borrowing savings 
in exchange for debentures or preference shares, 
then to protect the real value of his assets in per- 
petuity, while doing nothing for those whose 
present self-denial made the deal possible, would 
‘be, not just unfair, but . positively dishonest. 
Replacement cost accounting, I submit,. cannot 
exist sid: by side with the present forms of 
investment. These different.forms have emerged 
to satisfy varying needs, and together provide 
an, outlet for all savings. If the new accounting 
“is edooted, eventually the only acceptable invest- 
ment would be in the form of ordinary shares, 
which would’ embarrass: business men and 
governmert alike. I think we must agree’ that 
replacemer. t cost accounting; being unfair, hinders 
the cause cf thrift, and would, therefore, ER to 
inflation.. 


. Ar Honest Currency for the Business Men 
it amounts to this, that replacement cost account- 
ing, in £ world where everyone is suffering from 
the dishonesty of inflation,. singles out the 
immediate cwners of the.means of. production, 
the. equity-holders, and gives them protection, 
They gain the advantage that they are then in a 
position: +o. spend.all their income so calculated, 
and not encroach upon their. real wealth. They 
already have the advantage inherent in inflation 
itself, that they can make an income which 


expands. with the rising cost of living, for in the- 


nature of things they are always ahead in the 
race. Why should they be so specially favoured? 

We have already seen that the last advantage 
is a sufficient. incentive to ensure that the real 
wealth of the community does not. decline, sur- 
vival is assured, necessity is satisfied, it remains 
to give justice. I submit that the bargain which 
industrialists have made with the community is 
fully carried out by the orthodox method of 
calculating prot. Business men are prepared 
to lay out money,. backing | themselves in the 
open market to gather in more than they lay out. 
‘When they start on venture number one they 
do not urdeztake that when, completed they will 



















enter into venture number two of equal 
They do not do this even if we conceq 
may be different in kind provided it is 
volume. Hence replacement cost accout 
their desire to give industrialists an honeg 
finisa up by giving them an honest cur 
privilege shared by no one else in the cor 


The Separate Venture Emphasid 
This cannot be denied, for all things pa 
few businesses last even as long as a 
years, and when they cease, the mone 
place their assets at the higher prices thd 
will have been provided and will be avai 
any purpose the owner pleases. His origi 
ings of, say, £1,000 will now be £3,000 ang 
time, he will have enjoyed an income 
on the waole, will have kept pace with id 
better than other people’s. This is the ing 
result thrown up by the fundamental pi 
on which all business is based=the s 
venture. To replace it by the principle tha 
one entering business for the first time. t 
undertakes to maintain the original volu 
wealth. he brings into existence, and any subj 
quent additions, in perpetuity, is absurd. 

. Business men should be the last to deny th 
for they spend their lives deciding whether 
enter into fresh ventures. Their minds are con 
centrated on improving their product, their equip. 


: ment and their methods, and all the enterprise 


initiative, in fact all that attracts them to the job, 
would be missing if to them business were a single 
indivisible unit, its future assured by replacing - 
goods as and when they are sold or worn out. 
Such a conception of business would be the death 
knell of private enterprise, yet it is of the essence 
of replacement cost accounting. Not so may we 
hope to improve our standard of living, which 


-depends, not on maintaining the volume of the 


means of production, but on providing, generation 
after generation, enterprising and inventive men _ 
who can obtain an increased output from a smaller 
volume of equipment, and so release resources:to 
add to the variety and abundance. of life. But 
business: men understand this well enough, and 
if they back the new: method jt is because of its 
immediate advantage to them, hence when prices 
break replacement cost accounting Ss I think, 
EECH lose its EE 3 Biol Ga ue 


' Justice Ge ; 
In my, opinion, it follows that economists must 
accept the. separate venture basis on which free e — 
enterprise works, and.accept the fact that. SE 
laid out on, equipment, and stock cannot, 


E 
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specially singled out for‘ protection ‘from the 

` effects of inflation. -They must realize that the 
appearance ‘of rectitude with which they dress 
up their atternpt to give this protection is based 
on a proposition which industrialists will never 
accept, namely that they should bind themselves 
to maintain in perpetuity: whatever: volume of 
real wealth they bring into existence. 

Since the business man enters into no such 
undertaking; justice ‘is satisfied br" orthodox 
accounting methods’ which preserve intact the 
money he puts into his business. To go further 

td preserve the purchasing power of this money 
while all other money declines in value is not 
fair and ‘would not be justified even if indus- 

` trialists undertook always to use it to buy new 
equipment, for it is ‘not good policy for the 
community to give this advantage to those who 
are already in business, while doing nothing for 
new-comers. £ 


` The Real Problem Stated 


It comes to this, that we must accept as entirely 
true the claim of replacement cost accountants 
that orthodox methods do not charge the whole 
of past real wealth consumed in current produc- 
tion, and we must agree ‘that in these 
circumstances if the whole of income including 
orthodox profit were sperit, our. real wealth 
would decline. 
It follows that the case for orthodox profits 
rests on the fact that the whole of income is never 
spent, that the expectation of profit being excel- 
lent owing to inflation, outlay on new equipment 
and stocks runs at a high level and is matched by 
savings of equal amount, and that while in- 
dustrialists so willingly add to real wealth, the 
whole of income cannot be spent, any desire to 
do so working itself out in more rapid inflation. 
Hence our problem is shifted from concern 
that our real-wealth is being destroyed to a 
concern that those who maintain that wealth have 
a fair deal and that the method adopted to achieve 
that end will not add to inflation. 


- The. Business Man and. the Community 
Because of inflation business men do not ‘have 
a fair deal, but neither does anyone else. The 
industrialist backs himself to live “on the differ- 
, ence between the. money he-lays out and the 
money he gathers in. The fact that this results in 
large accumulations of real wealth is found to be 
incidental to the main objective which is'to make 
consumption goods. The real wealth is consumed 
if'that process resulting ‘in outlay returning to 
him’ ang being ‘laid out again for so long as ‘he 
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remains in business. He does not undertake to 
stay in business, he repeats his ventures only so 
long as he guesses they will be profitable, and 
there is no réason why each time his money 
returns to hirn it should buy more goods’ than 
other people’s money. The fact that he may 
choose to lay it out on new equipment, this being 
so much more profitable than anything else he 
can do with it, does not mean that its loss of 
purchasing power is any more unfair in his case 
than it is for the rest of the Community whose 
money is ‘similarly debased. A man does not 
become entitled to privileges: because he decides 
to live on the difference between his buying and 
selling prices. He does not undertake to remain 
in the market for the sake of the community, in 
fact unless he has the wits to make < profit beis 
better out of the market. His ownership of wealth 
is merely incidental to his trade; ke maintains 
and increases it because it suits him, and is not 
entitled to moriey which does not lose its pur- 
chasing power as be follows one adventure with 
another. i 


Orthodox Profit alone is True and Fair 
I submit that orthodox accounting gives him a 
fair deal and is less likely to.add.to inflation than 
the alternative of replacement cost accounting, 
which benefits one section of the community, 
and so adds to that competition between sections 
which is a potent cause of inflation. Certainly 
orthodox ‘accounting ‘treats all savings alike, 
irrespective of the way they are invested, and so 
fosters saving more than the other method which 
protects equities and leaves the bond-holder, 
who has:sacrificed all for the sake of security, to 
fend for himself. 

Again, while we must give EE profits, 
pride of place as true in the real sense, néverthe- 
less, orthodox profits are true in their own sphere.. 
In a world where industrialists’ back themselvés 
to sell goods for more than the money they paid 
aut as income to produce those goods, the differ- 
ence between their outlay and their selling price 
is true profit, andthe fact that fifty years may 
elapse and moneg ` alter in’ value before that 
difference can ‘be finalized does not ‘change the 
nature of their bargain. 

We reach finally this proposition ‘that while 
replacement profits may be certified-as true, only 
orthodox profits can be certified as both true and 
fair, and I believe that my fellow accountants 
will ‘agree that the orthodox method must be 
retained by them, having regard to the reputation 
they have built up that they always uphold those 
things which are just, and true, and fair. 
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AUTONOMOUS UNITS 


by J. P. HOURSTON, B.Com.(Hons.), C.A. 


` The author suggests that the ideal organization for any company is based on a 
full application of specialized control in each class of operations of a like character; 
the likeness being determined. by the nature rather than by the name of the 
operation, provided this control. runs straight through from and to the board 
without the possibility of anyone in any one function kating authority to overrule 
anyone in any other function, and provided aiso that the final decision between 

differing views of functional chiefs is taken only ot the board table. 


„when the idea of economic self-sufficiency in 

.national spheres progresses so far towards its 
logical conclusion of growing grapes in the 
Grampians, (at in the realm of business admini- 
stration there should be so marked a predilection 
for. ‘autonomous units’, i.e. product divisions 
which are administratively self-sufficient. In such 
units, or product divisions, the aim is to ensure 
that the-one man in charge of the unit is respon- 
sible not for a particular function but for all 
functional decisions which relate to the products 
of his unit — whether buying, selling, accour:ting 
or research, etc. The final outcome of this theory 
is- for the smallest department directly engaged 
in manufacture to be in charge of its own 
laboratory ~or for every man to be his own 
doctor. Lest the absurdity of such a conclusion 
should suggest that plain common sense would 
immediately require that research, legal and 
other functions. were provided from entirely out- 
side the company, it may be worth observing 
‘that ‘contracting out’ is in fact no more than 
application of the principle of specialization 
rather than of the theory of ‘autonomous units’. 
Yet the ‘autonomy’ theory is widely held — and 
seems to become only more popular. 

It is perhaps worth remembering, therefore, 
that the competitive capitalist system has devel- 


Ts is perkaps not surprising, in these days 


oped the most: effective and intensified means of 


producing wealth. in the very widest sense of the 
term, principally because, under that system — if 
allowed to operate fully — resources are automatic- 
ally allocated tc the uses în which they have the 
greatest differential advantage, and that this allo- 
cation, in turn, rests primarily on the principle of 
specialization, or, as it is sometimes called, 
division of labour, 


: Advantages of Specialization 
Administratives" this principle might be defined 
as that division-of operations which ensures that 
all those of a like character — and only those — are 
controlled, at the various levels, under ‘cne 


functional chief. Admittedly the words ‘a like 
character’ are vague, but it is. difficult to be more 
precise. It is, however, clear that the task of 
buying bulk raw materials is a very different one 
from the task of operating a capstan lathe — or 
indeed from that of buying, say, a. ‘special order 
only’ piece of technical apparatus. But when the 
higher levels of administration “are reached, 
although different functions are still plainly seen 
as different from each other, they progress 
towards a similarity of character, reaching their 
chief point of similarity at the very top of the 
structure when their financial consequences form 
the ultimate cammon measure. 

Obvious though the advantages of specializa- 
tion are, it mzy be worth while to recapitulate 
the main ones zs follows: (a) skill is increased and 
new skill acquired; (6) only by specialization can 
certain techniques economically be employed; (c) 
duplication is avoided; (d) unified control and the 
benefit of a common, best, policy is made possible. 


To give only two illustrations, it would not pay - 


to use. payroll machines in each department of, 
say, forty employees; similarly, inventions are 
often the result of allied ideas in similar fields of 
investigation being put together with advantage 
to both, as a result of the stimulus to put them 
together given by .a unified control of such 
technical develcpment work. 


. Arguments against Specialization 

The chief arguments usually advanced against 
specialization and for the control of different 
functions under the head of a product division, 
or ‘autonomous’ unit, are that specialization 
(1) creates conflict with what are called ‘opera- 
tional commanders’; (2) is. cumbersome and slow; 
(3) precludes independent thought and internal 
competitiveness, —- 

The ‘conflict argument’ is usually put forwar 
in the form that if you have a number of func- 
tional departments, or ‘horizontal’ units, diffi- 
culties: will arise where these are crossed at right- 
angles by: ‘vertical’ or so-called operational units: 
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people in the same place will be in conflict with 
each other because some are responsible for, say, 
production, regarded as a vertical function, and 
have demands made upon them by others, e.g. 
accountants, whose responsibilities run at right- 
angles extending outside the place in question. 
Therefore to resolve difficulties you appoint one 
person to supervise all the activities of those 
within a place; and this argument is often 
advanced: even by those who admit the loss of 
efficiency resulting from the fact that this one 


a cannot possibly be sufficiently expert 


f 


a variety of widely differing fields to supervise 
S m effectively. 


; Conflict of Authority 

If, however, the true principle of specialization 
is rigorously applied, no conflict of authority can 
possibly arise: for the control of each function 
will extend vertically to the top of the structure, 
namely the board, and there will therefore be 
no one to give decisions as between one function 
and another except the board. As it is one of the 
prime tasks of management to co-ordinate 
specialized functional operations to the most 
economic achievement of the common purposes 
for which the concern has to be managed, it 
surely follows that this task must be executed 
from the very top. 

But if authority is ‘delegated’ by the supreme 
authority so that one functional or other chief 
below the board has power to direct in any way 
the affairs of another functional activity, the 


. advantages of specialization will to that extent 


j 


be lost; in fact such delegation of responsibility 
will merely amount to an avoidance of it; and 
conflict of authority will inevitably arise. 

It is sometimes suggested in this connexion 
that what are called service departments — usually 
legal, accounts, research — ought to be horizontal, 
and operational departments vertical. The depart- 
ments usually described as operational are pro- 
duction, selling, and (surprisingly) buying. There 
may be difference in degree but surely there is no 
difference in principle between one department 
and another; tke aim of all is to contribute to a 
profitable sale of the company’s products. The 
only approach to a scientific division of authority 
is according to the essential likeness of the basic 
nature of the operations. 


Second Argument against Specialization 
The second argument against specialization — 
that it creates such a long chain of responsibility 
from the bottom to the top, and such an extension 
of control under the one hand that it therefore 
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causes delay and difficulty in operation — although 
surprisingly widely supported is, probably, not a 
criticism of the principle of specialization at all, 
but an admission that the top management have 
failed to establish policy and delegate responsi- 
bility for carrying it out. Those who criticize 
delays in the large functional organization, also 
frequently forget that even in the relatively 
smaller unit, basically all the problems of the 
relatively larger one appear. That in the smaller 
unit they may seem to bz solved more quickly, is 
usually due to their being solved without such 
intelligent thought and without such specialized 
knowledge, or because they are not solved at all 
but are disposed of in an arbitrary, ill-informed 
manner — or even subconsciously. 


Real Target for Criticism 


As to the benefits of the smaller unit in sup- 
posedly permitting a healthier spirit of indepen- 
dent thought and initiative, it is at least possible 
that in a large unit independence of thought may 
even be encouraged by the fact that fewer 
decisions are likely to be arbitrary. The real 
target for criticism is more likely to be that there 
is insufficient accessibility and freedom of move- 
ment of ideas up and down the line; but while 
the telephone works, and while the principle of 
specialization is allowed to operate, without 
intermediate authority coming in to Cut across 
specialized functions at a lower level than the 
board, then no impediment to independent 
thought can arise. 

It is interesting to note that what those wha 
demand ‘decentralization’, as it is sometimes 
called, are in fact usually advocating unwittingly, 
is vertical or lateral disintegration. But the basic 
argument for disintegration is that the operations 
in’ question are so dissimilar as to prevent 
effective supervision under a single control — and 
to an extent which more than offsets the benefit 
of assured supplies or markets or mutually com- 
plementary supplies or markets. 

The benefits of such ‘decentralization’ thus are 
found merely to emphasize the merits of the 
principle of specialization. 

The second part of the third argument against 
functional specialization is that without it you get 
a degree of competition within the one organiza- 
tion. This argument is only valid where there is 
no effective competition from outside the company. 

To sum up: decentralize; speed up decision; 
avoid conflict of authority; split off the héteroze- 
neous; delegate—by all means. These are the’ 
points that full, functional, specialization achieves. 
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WEEKLY NOTES 


Coal Board Appointments 


As was generally expected, Sir Hubert Houldsworth 
is to succeed Lord Hyndley as chairman of the 
National Cozl Board whea the latter retires at the end 

of this month. Sir Hubert has been chairman of the 
East Midlands Division since 1946. 

The Coal Board has teen to some extent recon- 
stituted at the same time. As from the end of the 
month the full-time members will be (in addition 
to the two deputy chairmen, Mr W. J. Drummond 
and Sir Eric. Coates) Mr Zbby Edwards, Sir Charles 
Ellis, Sir Geoffrey Vickers and Sir Andrew Bryan. 
The part-time members of the Board will be Mr J. H. 
Hambro, Sir Geoffrey Hevworth, Mr Gavin Martin, 
Sir Godfrey Mitchell and Alderman Sydney Jones. 
There are no changes in the part-time membership 
of the Board. 

The new Board takes over at a critical time for the 
industry. The annual report of the industry, sum- 
marized below, has shown that the Board does not 
underestimate the difficulties which lie ahead. It is 
to be hoped that the new chairman will bring with 
Aim mot only the valuable experience of a divisional 
command held for a number of years, but also some 
of the success which has ettended the workings of 
that particular section of tie British coalfield both 
under private enterprise and as a’ nationalized 
industry. 


Coal Board’s 1950 Results 


The fifth annua! report of the National Coal Board 
was issued receatly, covering the year 1950. The 
financial results, compared with those for 1949, are 
set out below. ` 





; 1950 1949, 
Operating profits: . £m £m. 
Collieries "` +242 | + 29°4 
‘Darbonization + r0ol+ 9 
Other activities . + zait, 8 
Other income less interest payabl2 .. — 2,- “i 
Compensation for loss of office - äi 8 
Additional provision for workm:n’s 
compensation a — — 4:0 
Loss on imported coal - 3 — 
Profits Tax $ — 25} — 35 
Interest and interim i income. —14°5 | — 13°2 
Surplus + 83} + os 


As the table shows, the decline in the net surplus 
ovez the year from £9°5 million to £8-3 million was 
due to the drop in operating profits at the collieries, 
This fall is put down in the report to three causes: 
first, shortage of man-power which the report admits 
is now a chronic, basic problem for the industry; 
second, lower exports owing to the diversion of 
coal to inland marxets where prices are lower than 
abroad; third, higher costs of stores and materials. 
Of these three, lower exports must have played an 


important part, for export prices-are still about fra a 
ton higher than domestic prices. 

The man-power problem is, however, much more 
serious in the long run and the. public’s satisfaction 
in seeing encther net- surplus from the industry, if 
a slightly smeller one, will be qualified by the man- 
power record over 1950, Miners’ earnings are going 
up and so is output per man-shift. But these improve- 
ments, even aided for the present by coal from open- 
cast mining, are barely sufficient to offset the logs of — 


Le 


L 


men from the pits. Better output per e, Sei 


last year plus more shifts worked produced an ex 

47-7 millon tors. Against this has to be put a loss of 
6:3 million tons estimated to have been missed by a 
decline in man-power. 


First Fiscal Quarter l 


The Exchequer returns for the first quarter of the 
fiscal year show an ordinary revenue surplus of 


£138 million compared with a surplus of £41 € 


million at the seme time last year and with a surplus 
of -only a few hundred thousand pounds the year 
before that. 

These figures are arranged on the conventional 
budget besis anc deal only with the surplus or deficit 
position on ordinary revenue account. On the same 
basis, the target for the full fiscal year is £199 million. 
There is clearly a long way to go ‘to the target. On 
the other hand, the first quarter is not one that 
provides results usually to the advantage of the 
Exchequer. 

It is nevertheless interesting to note that nearly all 
the items on the revenue side are running well - 
ahead of szhedule if allowance is made for the cus- 
tomary sezsonal drop in revenue. For example, the 


. Inland Revenue is expected to receive an extra £77 


million. This quarter it took in an extra £39 million. 
It would seem that the Exchequer’s takings, like 
everything else at a time of generally rising prices, 


are going ud. 


-Record for Bank EE 


During Mar the level of bank advances, as recorded 
by the Bricish Bankers’ Association, rose to Oe 
record level of £1,895 million. This general increase, 
however, h:des some noticeably different trends 
among the various classifications. Thus the iron and 
steel industr.es, non-ferrous metals and textiles have 
slowed off in the rate at which they have had re- 


course to the banks. Large increases have been built € 


over the last few months, however, by the rubber 
industry, retei] houses, food manufacturers, farmers, 
building contractors and the public utilities. In view 
of the increased impetus now being imparted to. the’ 
engineering industry by rearmament: orders itis 
surprising to aote that this industry is not making ‘as 
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large demands on banking accommodation of late as 
are some of the others mentioned above. 

The general trend is, however, clearly upward 
` and, it is difficult to foresee any change unless there 
is a sudden break in the price of international cóm- 
modities which can in due course be reflected in the 
value of stocks. For the time being, many large firms 
are being called upon to finance not only -large 
increases in their bill for raw materials but also higher 
wage rates. This ~comibination is in- many cases 
putting a severe strain on their working capital and 
upon the amount of accominiodation which-they can 
obtain from the banks’ under existing arrangements. 
ay well be that the answer will have rd be another 
d™of price increases for industrial goods arid 





‘higher t bank advances; There have been notable falls 


of late in the prices of certain international com- 
modities, but these so far affect only a limited range 
of industries and trades. 


Price of Bank GE 


Following: premature. and inaccurate statements in 
the press on the banks’ ‘policy regarding higher rates 
' for bank advances, the Committee of the London 
Clearing Banks have now-issued a statement on the 
matter. “It is contemplated’, they say, ‘that in view of 
present monetary conditions and the ever-increasing 
running expenses, modest increases of $ per cent and 
$ per cent should be made in cases where the lending 
rate is comparatively low, but this is a matter which 
will be dealt with’ domestically : by each bank -with 
its own customers and not by general application’. 

` In other-words, whatever moves the banks may. make 
with their customers individually, there will be no 
concerted action to apply a pre-arranged higher tariff 
of charges for. accommodation.’ There have been 
talks going on for some time among the clearing banks 
about the level ef bank charges in general in relation 
to ‘their rising costs and this question of policy on 
advances fits into this wider subject. 

„Tt is indeed certain that-any increases that there 
may be will be related to rising costs and not to broad 
considerations of. monetary policy. JC Ze coincidental 
that these changes have been mooted at a-time when 
there are indications in the gilt-edged market and 


elsewhere that-a higher level of interest rates has’ 


become a fait accompli. It would be wrong to say 
that’ higher bank charges would, in these circum- 
stances, not be disinflationary. But if they do have 
that’ effect it will not be on account of steps taken 
consciously in that direction by ‘the banks - or ‘the 
monetary” authorities. ’ 


Allocation of Metals a, 

A priority scheme for essential metals has’ now been 
announced by the Government although it is not 
expected to come into operation until the end of 
this-year. The plan bears all de marks-of a com- 
promise arrangement to ensure a minimum amount 
of metals: for essential orders, without. allowing either 
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the price system or a full-blooded set of controls to fix 


`. priorities. 


There age ro be two sckemes. Under the first, -a 
‘Defence Order’ symbol (‘D.O.’) is to be applied to 
special defence contracts. This will ensure top 
priority: for this kind of work. The metals: covered 
are iron, steel, copper, zinc and their alloys: |. . 

“Under the second scheme, a preferential treatment 
symbol “P.'T.’ is to be introduced, covering the same 
metals. This symbol. will:be used, however, only. in 
a limited number of cases, something like 6 per cent 


‘of civilian orders. For- the rest, the : Government 


expects to achieve any .priorities that may be neces- 
sary by issuing general directives to .industry and 
leaving it to firms to carry-out its wishes: There is to 
be no statutory. sanction’ behind these . interim 
schemes — at t least such i is the intention at SECHS 


Dollar Exports Council . 


It has been known for some months that the Dollar 
Exports Board was being wound up and that a new 
organization would take its place ` tun’ on not dis- 
similar lines. The main difference was to be that the 
new organization would be set. up. with, a view to 
helping to maintain a stistained effort in‘dollar - exports’ 
rather than, as its predecessor had done, to’ conceive 
and ‘implement measures to deal ` with: an im- 
‘mediately critical situation. ` — 

A Dollar Exports, Advisory. Council has been set 
up which bas in’ turn established an ‘executive 
committee to take action, reserving to itself top 
policy matters. The chairman of the new council is 
Sir William- Rootes but the chairman. of the Dollar 
Exports Board, Sir Cecil Weir, has accepted: an 
invitation to sit on the new council, The new council 
will work in close collaboration with the Dollar Ster- 
ling Trade Advisory Council‘ of Canada and ‘the 
E.C.A. Mission to the United Kingdom. | * 

It-is to be hoped thet the decision to set up a body 
with a long-term rather Chan a crisis directive is not 
interpreted by industry as a sign that dollar exports 
are in-any way. less of an urgent. need than they bave 
been up`to the present: e: 


Colombo: Pian Bis 2 


The six years’ plan for the development of south 
and south-east’ Asia began this week. Over these 
years it is expected that a eum of about £1,868 
million -will be spent on development projects in 
the oriental Dominions, Colonies and ‘Indo-China. 
The two.largest types of scheme to receive financial 
aid will be transport and agriculture.: These. are 
followed by housing, health and -fuel-and power. 
There. is also provision for technical assistance. 

This country fe giving assistance under the scheme 
to the tune of about. £300-million~ mostly in-the __ 
form of releases of sterling balances. ‘The United ` 
States-is, however, the largest donor: The. Dominions ~ 
are: also. making important-. contributions, E, 
Canada and “Australia.” DE | Saat 








12 THE ACCOUNTANT 


July 7th, 1951 


REVIEWS 


Profits Tax 


By N. E. Mustoe, M.A., LL.B., 
- Barrister-at-Law 

“(Sir Gen Pitman & Scas Ltd, London. 455 net) 
Profits tax has now beer with us in one form or 
another for fourteen years and affects many thousands 
of erterprises, besides being a compulsory subject in 
manv professional examinations. It is in one sense 
surprising, therefore, that 30 very few text-books on 
it have yet appeared. 

The subject is, of course, extremely complicated, 
and writing such a book is a task beset with difficul- 
ties and dangers. Mr Maustoe is therefore to be 
congratulated on this, the longest text-book so far 
produced on the subject, azd it is unfortunate that it 
should have been so soon followed by a Budget which 
introduced sweeping changes, although it does in 


any case look rather to the past than to the future. A. 


substantial part of it is coacerned with provisions 
and decisions which ceased to apply after 1946. It 
is not always clear which reriod the author has in 
mind, the index containing such headings as ‘Account- 
ant — whether exempt from the tax’, ‘Bookmaker — 
“not exempt’. 

Some aspects which receive very short treatment 
in other text-books are fully dealt with by this book; 
more than thirty pages are devoted, for instance, to 
an examination of what corstitutes a ‘trade’ or a 
‘business’. A good deal of space is given to income-tax 
provisions — not more general principles of computing 
profits, but the specialized subjects of capital 
allowances and the ‘herd bas?’ of valuation of stock. 

The relevant statutory provisions are reproduced, 
with some minor exceptions, and are to be found with 
the appropriate part of the author’s text. One of the 


best things in the book is a long and carefully thought. 


out example showing exactly how computations are 
made. 

In such a.long book one would have expected a 
little more detail on unilatera. relief (only fourteen 
lines} and on bonus issues (ore short sentence) but 
on the whole the ground is weil covered. 


The Law of Incame Tax 
by E. M. Konstam, K.C., C.B.E. 
(Eleventh Edition: Volumes I and II) 
(Stevens & Sons Ltd. Swee: & Maxwell Ltd, 
London. £8 83 net) 
The contrast between the eleventh edition, and 
earlier editions of this well-known work is outwardly 
very striking. The previously familiar book in a grey- 
blue jacket is replaced by two brightly coloured loose- 
leaf volumes devoted, respectively, to text and to the 
statutes and- -regulations. The type and layout has 
also been considerably changez and both volumes 
are in unusually readable. print. The text is now set 
out in numbered paragraphs, ani this has permitted 


- method is suitable for dealing with topics sitth Si 


the useful innovation of noting against each section ~ 


in Vol. II the passage in Vol. I where the subject- 
matter is discussed. 

Apart, however, from such welcome improvements. 
as these, few alterations have been made in the 
admirable manner of presentation. Konstam’s Income 
Tax has always been based on a succint statement of 
the law as it is to be found in statutory provisions and 
the cases, with the authority given for almost every 
sentence. This is, of course, a very valuable thing to 
accomplish but it is perhaps doubtful whether sug} 


double taxation relief, which really requires ilfustra- 
tions and explarations to make it intelligible. Indeed, 
the twelve-page chapter shared by this important 
subject and Cominion tax relief would seem inade- ` 
quate for a text-book of this size. 

There is a lack of emphasis in practical — as distinct . 
from purely legal — considerations, in the passage- 
dealing with sur-tax on companies. The reviewer has 
not come across eny reference to the Chancellor of the 
Exchequer’s statement of July 22nd, 1948, which ` 
confirmed that except where dividends are lowered; - 
or avoidance devices are employed, Section 21 is 
virtually in abeyance. 

In the opinion of the reviewer, Volume II combines 
legibility with manageability to a degree not achieved ` 


by other ccllections of the taxing statutes and regula- : ` 


tions. A minor criticism, however, must be made. In 
an exagzerated parochialism, efforts have been made 
to expunge references to profits tax even where they 
are essential to the understanding of the income-tax 
position, as, for instance, in the Ninth Schedule of 
the Finance Act, 1947. Nor has this been well done 
in all cases ~ in, for instance, the mutilated reprint of 
Section 2 of the Finance (No. 2) Act, 1947. 

In spite of these criticisms, however, Konstam 
remains a vital par: of a practitioner’s library. 


A Reconstruction of Economics 

by Professor Kenneth E. Boulding, Dept. of 

Economics, University of Michigan 

(Chapman & Hall Ltd, London. 36s net) 
Although it is not its primary intention, Professor, 
Boulding’s book develops the theoretical implications 
of the various items appearing in a balance sheet and 
it is chiefly this aspect of the work which makes it of 
interest tc accountants. It is definitely a book for the 
specialist, however, for it assumes a high level of 
economic knowledge and considerable familiarity ` 
with the mathemetical expression of economic 
principles. 

An American authority who has other works on 
economic theory to his credit, Professor Boulding 
criticizes. what in his view are the two main weaknesses 
of Keynesian economics. Of these one is, in the 
writer’s own words, 

. ‘a general feilure to distinguish between two very 
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__ different processes in economic life, the ‘exchange or 
payments process on the one hand, by which 


existing assets, including monzy, are circulated . 
among various owners, and the processes of produc- 
tion, consumption, income and outgo on the other,’ 


by which assets are created, destroyed, and 
accumulated.’ 


The other is the failure. to develop a theory of 
` distribution comparable to that set forth on employ- 


ment. 
-As a follower of Keynes, nevertheless, Professor 


‘Boulding attempts in this book to remedy these 


- deficiencies. Whether he does so cr not is a matter for 


“Sa 


à 


* the expert to decide; it is his treatment of certain 

hich accountants will find interesting but it 
wever, test their copiei for close and 
-suistainéd thought. 


Stock geg Official Year Book, 1951 
Volume I 
Editor- ‘in-Chief, Sir Hewitt Skinner, Bart. 


(Thomas Skinner & Co (Publishers) Ltd, London. 
` Complete edition of two volumes £6 net) 


The first volume of the 1951 edition of this invaluable 
. ‘hardy perennial’ has made its welcome appearance. 


` Containing special chapterson Government, municipal 


‘and county authority finance, as well as comprehensive 


details of Government securities (both home and 
oversea) and local authority stocks, a feature has also 


“been made this year of information regarding the 


` rights of preference shareholders. 


ge Ge 


‘It has been decided [state the publishers] where- 
ever articles of association make definite provision, 
to indicate whether or not the creation or issue of 
further shares is deemed to be a modification of the 
preferential rights.’ 

This contrasts with the former practice of mentioning 
only those cases where companies were debarred 
from making further issues without the consent of 
shareholders. 

The company section of this volume of the year 
book deals with railways, banks, insurance, breweries, 
electricity and gas, iron, coal and steel, shipping, oil, 
rubber and tea, telegraphs and tramways, etc. 


Secretarial Practice 
(Sixth Edition) 


The Manual of the Chartered Institute of 
Secretaries 


(W. Heffer & Sons Ltd, Cambridge. Cloth 21s net; 


rexine 25s net) 
Since its first appearance nearly forty years ago, this 
manual has been a most reliable work of reference 
for students and practitioners. The sixth edition, 
now available, has been completeiy revised in view 
of the changes in company legislation brought about 


by the Companies Act, 1948. Much new material has _ 


been added, including chapters on accounts, exchange 
control, the control of borrowing and capital issues, 
Board: of Trade investigations and superannuation 
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and, symptomatic of the age, the useful appendix of 
specimen forms has been trebled in size. 

` Lord Justice Cohen, who was legal editor of the 
fourth and fifth editions of the Manual, has been 
succeeded in that capacity by Mr J. W. Brunyate, 


` Bencher of Gray’s Inn, assisted by Mr N. P. M.. 


Elles, M.A., Barrister-at-Law, of the Inner Temple. 


The Companies Act, 1948 
(Second Edition) 


by S. W. Magnus, B.A., Barrister-at-Law. 
and Maurice Estrin, A.S.A.A. 

(Butterworth & Co (Publishers) Ltd, London. sos net) 
Among the first of the commentaries on the new 
Companies Act, this useful book has now achieved a 
second edition. Corrections and clarifications, where 
necessary, have been made and the various rules and 
orders affecting companies published since 1948 are 
now included so as to bring the work up to date. 
Several new appendices have also been added. These 
comprise, among other things, the provisions relating 
to borrowing and raising of capital, surveys of capital. 
and stamp duties and of income-tax and profits tax 
provisions, a table of penal-ies and a guide in tabular 
form to company and secretarial practice. The book’s: 

855 pages (more by 220 than the first edition) are 
encased in a binding sufficiently strong to stand up 
to the many calls likely to 5e made on it as a work of 


. reference of ever-increasing value to accountants and. 


company secretaries. 


Money in a Maelstrom 
by J. W. Beyen ` 
(Macmillan & Co Ltd, London.. 1 5s Set 


A director of the International Bank for .Recon-- 
struction and Devélopment and of the International’ 
Monetary Fund, the author is well qualified to write- 
on financial theory; im this book be reviews the; 
changes. that have occurred in monetary policy from: 
the end’of the First World War till recently. Many of. 
the decisions made during this period’ were based, he: . 
holds, on’ incorrect theoretical assumptions. For’ 
example, the desire to restore the pre-1g1q relation-- 
ship of sterling to other currencies lay behind the- 
return to the gold standard in 1925. This action, 
through its deflationary effect, contributed to the- 
financial difficulties of various countries, culminating- 
in their economic collapse and also in the departure- 
from the gold standard again on the part of Britain.. 
Dr Beyen discusses crizically the various attempts- 
made to deal with the situation which emerged. 
Later chapters deal with the plans for post-war 
financial reconstruction and outline the history of 
the Bretton Woods Agreements, with a description 
of the manner of their implementation up to the 
time of devaluation in September 1949. 

The lesson to be learned from this survey, as sum- 
marized in an epilogue, is that the desideratum of 
exchange stability involves a higher degree of inter-- 
national co-operation than ‘has so far appeared. 
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FINANCE AND COMMERCE 


Peace moves in Korea have been followed in stock 


markets by a rally in British furds and reaction in . 


metal and commodity shares. Business, however, is 
still small. 

Pressed Steel 
We reprint this week the 1950 acccunts of the Pressed 
Steel Company, Ltd, the company which makes 


pressed. steel motor bodies for the automobile indus-" 


try, the ‘Prestcold’ refrigerator, etc. In these accounts 
we have a further variaticn of the problem of replacing 
assets under conditions cf inflaticn. 

Practice in the past has been to provide for depre- 
ciation and obsolescenc2 of plant, machinery and 
equipment a: amounts ccnsidered appropriate by the 
directors having regard -o the original cost of the 
assets and their estimated life. It is now clear, states 
the board, that if this practice is continued, the initial 
outlay on plent acquired before the operation of the 
1948 Companies Act will be amortised before the end 
of its effective life. On the othér hand, the board 
points out, the replacement cost of plant and machin- 


ery has risen żo such an extent that the reserve estab» .- 
lished this year for this purpose must be largely ` 


increased. 

The position is dealt with in. these accounts by 
charging -£250,000 in profit and loss account for 
‘amount set aside for increased cost of replacement of 
plant, machinery and equipment’ which is taken to 
a new capital. reserve for that purpose. The reserve 


is further raised to £1,011,365 by the transfer of the . 


depreciation overprovided for in prévious years. 


Too Early to Revalue 
Major Albert’ Pam, the caairman of Pressed Steel 


and a director of one of the leading private banking.. 


kouses in the City of Loncon, deals further with the 


matter in his statement witt the acccunts. His opinion: 


is-that it is too carly yet to.contemplate a revaluation 
of: assets. Neitner. costs nar financial conditions, he 
says, are yet sufficiently ‘stable. We neither know-how 


far inflation is going nor the effects of rearmament.. 


It: would be imexpediefit GC go to the trouble. and 
expense of reveluation, he says, while so many fluc- 
tuations are still. taking place — it might be necessary 


to-undertake it again in a year or two’s time because. 


conditions had again changed, 


` Weare therefore retaining the histo-ical cost of our, 
buildings, plant and machinery, less ‘depreciation, 
Major Pam ‘cortinues, whik-we tell you that these’ 


assets; which havé been mzintainéd: in an excellent 


state of repair, are today worth two or three times. 


their hook cost end that thei- replacement cost would 
be three times or more, if the company: were lucky 
enough to get: ‘delivery at all. 


Realistic Capital 


This view, with the several cthér statements on asset | 
values given recently iw this column and, of course, 
the leading case for revaluction given by Imperial ` 


Chemical Industries, shows the state of flux which 
exists in current opinion on this subject. The action 
by: LCI. is made even stronger by the statement of 
Mr J. Rogers, the chairman, at the annual meeting, 
that the directors are prepared to write up the capital 
as weil as the assets. 

Applica-ion was in fact made to the Capital Issues 
Cammittee for a share issue under a ‘comprehensive 
scheme’ which would have capitalized a substantial 
part-of the increase in reserves from £17 million to 
£118 million resulting from the revaluation of asgets. 
Unfor-una:ely, the Treasury rejected the schéffie- 






as usual gave no reason for its action. We say unfor- 


tunately’ because Mr Rogers did not disclose the 
details of the rejected scheme and we apparently 
shall not now know how far the I.C.I; directors were 
prepared tc go in the writing up of the capital. - 

At Last, however, we have the board’s broad 
view oa the subject. ‘We are firmly-convinced,’ Mr 
Rogers declared, ‘that realistic figures for assets 
should be matched by realistic figures for capital’. 


Yard -stick of Value ` 


` For the first time-since 1931, the balance sheet of 


Howarc & Bullough (Securities), Ltd is free from 
qualification regarding the value to be placed on its ` 


‘investment in Textile Machinery Makers, Ltd. The ` 


investment consists of £163,875 of 5 per cent pre- 
ference stock (market value £174,117) and £767,875 
ordinary stock (unquoted). The figure of £1,508,775 
represerts the book value of assets transferred plus 
the cost of additional shares ‘purchased. The value of 
this investment, the March 1951 balance sheet states, « 
is considered tc be not less than the book value. Last 
year, it was stated that the value of the ordinary stock 
could oct be assessed but might be less than book 
value. 

The chairman, Mr W. A. Walsh, refers to the 
omission of the qualification, stating as the: reason, 
that the company. has received a dividend of ro per 
cent cut of earnings in the region of 100 per cent, such 


‘earnings now having been shown for two successive 


ears. 

This statement is a useful reminder that the public 
investor uses just the same yard-stick to appraise the 
value of his invested capital — the extent of the. earn- 
ings the use of his capital has preduced and how much 
personal income was available from those:‘earnings. 


‘These two facts should be incorporated as percen- 


tages in company accounts-on the lines of the example 
provided recently in the reprinted accounts of the 
Caterpillar Tractor Company. 


Money Market 
Treasury Lill applications totalled £340,480,000 on 
June 29th. The allotment basis was 64-per cent with 
the average rate r1os'2-q1d per cent. There is no 
‘Treasury deposit receipt call this week. _ . 
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Detinue: Damages 


In Joseph Lid v. Ralph Wood & Co Ltd (Solicitors’ 
Journal, May rotb, 1951) the plaintiffs, exporters of 
woollen goods, contracted to buy from the defendants 
and to sell to an American firm. The property in 
the goods had passed to the plaintiffs when the 
defendants recalled them, and so the plaintiffs sued 
for detinue and conversion. 
+. It was argued that the plaintiffs could not sue 
« in detinue because the property in the goods had 
Pagid to the American firm, but McNair, J., held 
that’ there had been no such unconditional appro- 
priation to the firm as would divest the plaintiffs of 
— their right to possession. The true measure of 
damages was the value of the goods at the date of 
judgment, less so much of the purchase price as had 
already been repaid. Moreover, the plaintiffs were 
entitled to an indemnity against any possible claim 
by the American firm. 


Ka Company Procedure 
In Danish Mercantile Co Ltd and Others v.. Beaumont 
(Solicitor? Journal, May 12th, 1951) the plaintiffs 
were a company owned equally by S. and H., the 

. only two directors. In 1949 S. was appointed sole 
managing director with power to conduct the affairs 
of the company as he in. his sole discretion should 
think fit. On disputes arising S. caused proceedings 
to be brought, inter alia, in the name of the company. 
These proceedings were justified by S. on the basis 
of the agreement appointing him managing diréctor 
but they were not authorized by a general meeting 
or by the board. 

+ Later a motion was presented asking that the name 

~ of the company be struck out on the ground that the 
attion had been brought without the company’s 
authority. For the plaintiffs it was alleged that the 
proceedings had been adopted by the liquidator who 
had since been appointed. Roxburgh, J. refused the 
motion. 

The Court of Appeal dismissed the appeal. 
Jenkins, L.J., did not accept the argument of the 
defendants that where an action was brought without 
the authority of the purported plaintiff, it was there- 
fore a nullity, for that would be to introduce an 

~ entirely new doctrine into the law of principal and 
agent. Where a solicitor brought proceedings in the 
name of a company without making sure that he had 
the requisite authority, he did so at his peril. But if 
the purported plaintiff adopted and ratified the pro- 
ceedings, then, in accordance with the ordinary law of 

/ principal and agent and the ordinary doctrine of 
ratification, the defect was cured. 


Banking Account 
In Fones v. Maynard (Solicitors Fournal,. April 28th, 
1951) the Court was called upon to settle a dispute as 
to the ownership of the balance on a banking account. 
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CURRENT LAW 


The defendant, while on active service, authorized his 
bank to accept the signature of his wife to his account. 
Both paid moneys into the account, but the larger 
part was paid in by the husband. In 1948 the marriage 
was dissolved and the wife claimed half the balance 
and half the investments which had been made in the 
husband’s sole name by moneys drawn from the 
account by him. 

Vaisey, J., held that the wife’s claim was justified. 
Pointing out that the events which happened had 
never been in the contemplation of the parties and 
that there was no authority exactly in point, he found 
as-a fact that the parties had intended to make a pool 
of their resources and not to divide them up according 
to the respective contributions. He accordingly held 
that the husband was a trustee for the wife of half 
the balance and half the investments. 


Equitable Assignment 


M. and his brothers and sister were beneficially 
interested in a house forming part of zhe estate of 
M.’s father and in which M. and his wite were living. 
M. and his wife carried out certain alterations which 
the wife paid for. Subsequently M. and his brothers 
and sister wrote to Mrs M. stating that ‘in considera- 
tion of your carrying out certain alterations and 
improvements to [the house] at present cccupied by 
you, we the beneficiaries under the will of [the father] 
hereby agree that the executors, . . . shall repay to 
you from the said estate when distributed the sum of 
£488 in settlement of the amount spent on such 
improvements’. In fact, the work had elready been 
carried out. 

When the tenant for life died, Mrs M. claimed the 
amount, but the Court of Appeal held that there had- 
been no assignment. For a voluntary equitable 


- assignment to be valid, it must-be complete and 


perfect in all respects. Here the consideration was 
past and the instrument was a nudum pactum. While 
an equitable assignment could be valid: without con- 
sideration, this document: did not constitute such an 
instrument for, contemplating future action by Mrs 
M. to the satisfaction of the signatories, it did not 
make her title complete. (Re McArdle, decd.) KS 
Journal, April 27th, 1951.) 


Contract: Anticipatory Breach 


The Accountant for October 7th, 1950, gave the 
decision of the Lord Chief Justice in favour of the 
corporation in William Cory and Sen, Ltd v. City of 
London Corporation. "The appeal of the firm has now 
been dismissed by the Court of Appeal (Law Times, 
June 8th, 1951). 

‘The firm contracted with the Corporation for the 
removal of refuse, undertaking to use lighters fitted 
with temporary ‘coamings’.. While the contract was 
running the Corporation passed a bye-law requiring 
lighters to be permanently fitted with coamings. The 
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firm contended that this amounted to an anticipatory 
‘breach, but Lord Goddard, C.J. found otherwise. The 
Court of Appeal held that while it was an implied term 
. that neither party to che contract would do anything 
to prevert the other party from’ performing it, to 
regard the passing of the bye-law as in this category 
would plece an unwarranted hindrance ‘on the free 
exercise by the Corporation of its statutory powers. 


Breach of Contract: Devaluation of Pound 


In ‘Mehme? Dogan Bey v. G. G. Abdeni and Co Ltd 
(Law Times, June 8th, 1951) McNair, J., refused to 
disturb the findings of the arbitrator in favour of the 
defendants charterers of a ship belonging to the 
plaintiffs. Iz was a cond:tion of the charter that freight 
should be paid in advance to the owner’s agents in thè 
‘United Kingdom. The ‘freight became payable on 
September 6td, 1949, but was not paid until September 
14th, 1949, by which date the pound had been de- 
valued, so tkat the owner suffered a loss of £3,953. He 
claimed this sum from the charterers and the matter 
was referred to arbitration. 

— Thearbitrator found (a) that the loss was not réason- 
ably foreseeable by either party as a likély consequence 
‘of the failure to pay the freight on the due date; (b) 
the charterers would not reasonably have assumed that 


the loss wo d'result from the late payment; SES dei 
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that the loss did’ not naturally and directly “flow 
from the delay. He accordingly found for ‘the | 
charterers. . 

MeNair, J., decided that the arbitrator’s findings 
were of fact, against which there was no appeal. In 
regard to the remoteness of damages, it was the duty 
of the Jucge to direct the jury on the meaning of 
‘natural and direct’ and ‘reasonably foreseeable’ con- 
‘sequences and the duty of the jury to decide whether 
there had been damage which ought to be regarded as 
falling within that category. Here the arbitrator was 
the tribuna! of fact himself, - f 


< 


Liability of Agent ` a 

In Navarro v. Moregrand, Ltd and Kushner a, 
Times, June ist, 1951) the Court of Appeal found for 
the’ plaintiff i in an ‘action against the defendants for 
the return cf a premium obtained from him by an 
agent of the defendants in respect of the letting of a 
flat, contrary to the Landlord and Tenant (Rent Con- 
trol) Act, 1949, Section 2 (5). It was held that a 
principal is liable for all wrong done by his agent in 
the course of his employment even though he acts 
outside his actual or ostensible authority and thet 

wrongful act :s for his own benefit, The tenant had no 
notice of the fact that the agent: was exceeding his 
Peg 


CORRESPONDENCE 


- Letters must be authenticated ‘by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or. „hold himself responstble for, the opinions expressed. 


Speed in Froduction of Monthly Accounts 
Sir,~ The monthly accounts and statement: of 


budget expenditure of the association of which I 


am’secretary are available ky the 15th of the following 
month. ` 

- Although it Ze net a trading concern and the 
numbér ‘of employees is only a few hundred, ‘the 
accounts depdrtment is very small. It would seem 
that afi increase in accounting work would merely 
imply an increzse in staff, with some mechanization, 
sö that, with the right system, ‘the time factor would 
remain constant “> t 
Yours faithfully, es 
“Surbiton, ‘Survey. "E Te SUTTON, A.C.LS. 


Sur, -During tke past twenty years wè have issued 
monthly accounts ‘to cover ten individual depart+ 
ments with an everage employee roll of 350; and a 
present turnover, including purchase tax, of about 
480,560 per month. 

We aim at presenting them by the rth “of the 
month, but I -mast confess. ‘that usually ‘It is more 
like the EE À 

Yoik faithfully, = ` 
SANLE BLAKE REECE, ` 
= Director 


Liverpool, 1. - "IL BLAKE & Co Lr.’ 


Sir, - As you have invited letters on the subject, it 
might be well to suggest that more information. be 
given than appeared in the letter from Mr G. Pé 
Brown, in your issue of June 23rd. It seems clear ` 
that the data on which accounts can be ‘produced 
very largely depends upon the degree of precision 
that is required in the accounts. For example, some 
of the questions that ‘one would like to ask are: 

1. Were certified stock reports received from all 
stockists, home and foreign? ` 

2. Had these been checked’ and discrepancies 
dealt with and finally disposed of? 

3. Had the work ‘in progress been physically 
checked, and differences between the inventory and 
the books ‘satisfectorily investigated and explained? . 

4. Were statements obtained’ from all sundry 
creditors? ` . 

Upon the answers to these add similar questions - 
depends the value which can be placed upon’ the 
statement that accounts are available so many days, 
after the end of the month or year in question. ` "` 

Again, a question for consideration by each i 
individual management is the amount -of expėndi- 
ture on clerical labour that can be justified in pro- 
ducing the results. Given the basic data, the amount 
of time necessary to produce routine results cat be 
made almost strictly proportional to the labour fice, 
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This point bas been . demonstrated by the. football 
| pools, who, could produce their. results much more 
i gbonomically if their customers were prepared to 

wait for them. ` . 
` In the. absence of the relevant information one 

can only presume that Mr Brown’s accounts are a 
‘model of . precision, ‘offer congratulations on the 

speed with which results are made available, . and 

ask The Accountant to. be good enough to -provide 
him with ample space in which to give us fuller 
details as to. how his efficiency is attained. |: 
Yours faithfully, fC 
STEPHEN RUSSELL, R.C.W.A. 
Tondo Nat. 


Se ~In ‘reply to Mr Brown’s letter on the above 
subject i in your issue of June 23rd, we would mention 
that we prepare and complete monthly accounts of 
four operating divisions by the 7th and 8th of each 
month, and not later than the 15th we prepare and 
route to our managemient similar data showing the 
outlook for’ the current and the ensuing three 
months. i 
. I read into the last’sentence of Mr Brown’s letter 
(‘We might then: find that we aré not so late with 
these as the general opinion holds’) the inference that 
the preparation of monthly accounts'— : promptly or 
otherwise — is a general practice in this country. 

I doubt very much whether this is so and feel that 
even though you get a large number of replies saying 
that individual organizations prepare monthly ac- 


— 


counts promptly, such a point ‘will not in any way 


. have been proved. 
Yours faithfully, n 
I ; W. F. EDWARDS, 
lge i Director & Treasurer, 

. London, SH, GENERAL Motors Lp, 
Sir, — I am glad that this subject has been raised by 
Mr G. F. Brown’in your issue of June 23rd, and 
compliment him -on .producing the accounts of a 
company with 3,000 employees by the fifteenth day 
of the following month. Although the company I 
serve has only 800 employees, my best effort so far 
is-to equal that of Mr Brown and I fear that manage- 
ment will continue.to tolerate, rather than appreciate, 
our. efforts until this time-lag is considerably reduced. 

“Wages ‘are normally. paid one week in arrear, and 
although a lapse, of up to ten days may occur before 
the analysed. figures are available, a reasonable 
estimate for monthly proat and loss account purposes 
can usually be made at an earlier date, The main 
delay, however, is caused by slowness on the part 
of suppliers i ia rendering i invoices for the raw materials 

Land services we have purchased, and we find it 
necessary to keep our books open until the sixth day 
of the following month; even Chen many invoices are 
received Jater, but. these are carried forward. Thus 
by. ‘the time purchase and nominal ledgers have been 
pestéd, trial balance prepared and the lost, days of a 
wee Send. allowed, for, the fifteenth day soon arrives. 
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. It appears therefore that „the presentation. of -my 
‘accounts. can only. be ‘speeded. up by carrying forward 
more suppliers’ invoices, so causing additional work 
for our purchase payments staff who pride themselves 
on the promptness of their, monthly settlements. I 
know that many- companies, both large and small, 
present their accounts very. much earlier than I am 
able and so I too shall be interested to read other 
comments on this subject. 

Mee $ . Yours faithfully, - . 
. Sheffield, 8, ` W. A. BREWER, a.c.w.a. ` 


Sr, -I was interested in the letter from. Mr. G. F. 


Brown, published in The Accountant of June 23rd. 
I agree that there is nothing exceptional. about 
completing monthly accounts by the middle of: the 
following month.: In my, company: with over. 1,800 
employees, the preliminary trading figures prepared 
on a departmental basis are usually ready by the 
fourteenth day. and the detailed accounts are sue, 
able on the sixteenth day.. 

To prepare monthly accounts promptly it is. of 
course. -necessary to attend: to certain - details of 


organization in the accounts office. A programme or 


time-table should be drawn up so that the work of 
each section or group can be properly co-ordinated, 
and so that all concerned can know what is. expected 
of them. Work likely to be delayed can be reported 
and special steps taken to bring it up to date. 

The problems of each section in keeping up to the 
time-table will have to be studied and some changes 
in routine. may be necessary. On the purchases 


` section, for example, prompt closing of the books is 


not possible if they are kept open awaiting invoices. 
The purchase ‘section must be put in‘ possession o? 
information, | which will enable them to make. correct 
reserves, in respect of all goods and services -for 


` which invoices have not been received -and “passed 


within a day or two of the end of the month. 

-When the accounts .office is properly organized 
to produce monthly accounts -promptly there-is ro 
reason why annual accounts should not be produced 
promptly also, allowing a further few days. for ‘a 
special examination of such. items as -building -and 
repair contracts uncompleted, and- for a thorough 
check of the work of each section of the accounts 
department. 

The dates gester for the completion of ‘monthly 
and annual accounts are considered to be reasonable 
ones.for most businesses..,By taking on more siaff 
than could be fully. occupied. during. the. month, or 
by making a number of estimates the accounts could 
be. produced several days earlier but such a pro- 
cedure is not to be recommended. Businesses of a 
complex nature, for example those engaged mainly 
in the construction of large public works, ‘rust 


-remain an exception to the general rule and: can 


only produce accounts, promptly by making certain 
broad estimates.. .. 
: Yours Së 


. Birmingham, 4 , d H.W. HOLT, ACA. 
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The Accountant’s Loyalties 


Sir, — Inthe report, otherwise admirably summarized, 
of my pager at the annual conference of the Associa- 
tion of Certified and Corporate Accountants held in 
Buxton ard publishec in your issue of June 3oth, 
there is cne sentence which should, I think, be 
slightly azr-ended. 

The sugzestion that -he accountant’s responsibility 
may prever:t him from pursuing a course of action to 
which the client objects would, I think, scarcely be 
emphatic enough. My actual words were: 

‘It is d-fficult to conceive of any circumstances in 
which it (our responsibility) can permit us to do 
. something which he (the client) objects to- having 

done.’ l 
As the accountant is no: bound to comply with the 
client’s wish2s if he believes them to conflict with his 
professiona! responsibility, so the client is not bound 
to submit to zhe accountant’s dictation as to what is to 
be done in amy particular circumstances. If the latter 
cannot continue if the dent persists in his negative 
attitude, he must withdraw. He cannot act unilatetally 
against the cliznt’s prohibition. If he does, he may well 
be subject to a claim for damages, I should imagine. 
d Yours sincerely, 

Leicester. C. A. NEWPORT. 
Singular F'sychology 

SR, ~ In your leading article of June 30th, 1951, 
referring to the first puklic session of the Royal 
Commission, zou state that all the schemes (for 
the linking of income-tax with ‘social security’ pay- 


ments and con-ributions) ‘would worsen the relative ` 


position of the single person, especially in the low 
income group, but the recent Budget indicates that 
this is in any case the government policy’. 

A young bacazelor is normally in the low income 
group and he usually remains a bachelor until the 
time when he can afford the neavy expense of starting 
a home and thereafter maintzining at least one person 
in addition to himself. Is it now the intention to 
postpone the arrival of that time until the once-young 
bachelcr is too old to have any further interest in the 
matter? 

And what of tke bachelor who has worked. himself 
into the higher come group and. has in the process 
managed to save the minimum which he ‘feels is 
necessary to entitk him to lead a woman to the altar? 
He will beware cf marrying a woman with income of 
her own, unless-tie proverbially blinding quality of 
love (or, more probably, ignorance of the amoral 
nature cf taxation legislation) prevents him from 
knowing the monetary penalty which he and his bride 
must suffer. As there are but few eligible women 
without income, he may not unreasonably choose to 
remain single. - 

The time may nət be far distant when a bachelor 
will be regarded’as an artful dodger if he has reached 
the age of, say, 30. He may perhaps. be charged, for 
each year of assessment, a penalty equal tc three times 
the. amount-of any. additional tax he would have paid 
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had he merried a woman having an income of such 


sum as the Commissioner may think reasonable. dp 

After this year’s Finance Bill anything is possible Le 
and young bachelors may. well consider whether to 
move the control of their activities outside the United 
Kingdom before the Treasury, or some working 
spinsters’ essociation, persuades Parliament to use 
manacles. 
. For reasons which will be evident to you.it is 
undesirable that I should allow my name to be ~ 
published, but I can declare my interest by signing 
myself — : 

Yours.tragicomically, ké 
BACHELOR. 


Our Weekly Problem ` 


Sir, — I was very sorry to see such a sad lapse in 
Mr L. U. Sidate’s genius as was evidenced in his 
answer to.the problem. of June gth, ‘Farming 
Technique’. 
My solution ‘is as follows: 
20 cows’ consumption in 3 weeks=60 cow/weeks 
21 cows’ ccnsumption in 2 weeks=42 cow/weeks 
Therefore: Growth in 1 week=18 cow/weeks . y 





Therefore 2 fields will maintain 36 cows. 
Either Mr Sidate’s 6 cows will be grossly overfed 
during the summer, or there will be an ample supply 
of hay to last them all winter as welll 


` Yours, etc., 
J. R. ROSE. 


[We agree, of course, with Mr Rose’s solution. ~ 
Editor.]- 


Brighton, Sussex. 


4 


The Auditor in Public Corporations 


Sır, — The article on the functions of the auditor in : 
the control of public corporations, which appeared $ 


` in your issue of May 12th last, was of great interest 


to some of us in a grant-aided body with peculiar 
governmental relationships. We aré in a position to 


observe the relative merits of governmental and 


commercial audit, since both types are applied to our 
accounts, the choice between them being determined 
mainly by geographical considerations. 

Though we are glad to avail ourselves of the 
services of practis:ng accountants in various parts of 
the world, our specialized requirements are the cause 
of some embarrassment and necessitate elaborate 
instructions. On the other hand, in attempting to _, 
secure improvement in the effectiveness of financial 
controls generally we are only too conscious of the 
deficiencies of the usual budget and cash accounting 
techniques as applied to trading accounts and 
inventory control. ee 

` Your contributor is, of course, concerned with a-¢ 
very much wider range of accounting requirements ` 
in the case of large-scale corporations. Was it modesty - 
that deterred him from proposing a solution on the 
lines of development of a suitably trained internal 
audit branch withia the Ministries when he spoke of 
a ‘form of.audit carried on.in.close and continuous 


-~ 
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contact with the concern’? This would not appear to. 


«sinfringe upon the proper sphere of the Department of 
‘Exchequer and Audit, who are mainly responsible for 
briefing the Public Accounts Committee in their 
examinations, since that Department would naturally 
have full access to the results of the internal audit. 

After all, is it not the case that most monopolistic 
institutions depend largely upon their own internal 
organization for securing the necessary standards of 

~ efficiency, since these are not invariably achieved or 
_ disclosed by the ordinary tests of profitability as 
S ` gauged my the published profit and loss accounts? 
y Yours faithfully, 
W. H. ROBERTS, 
Director of Audit, 
London, W1.. Tue BRITISH COUNCIL. 


KH Relief Loss on Furnished Lettings 


Sir — In reply to your correspondent ‘E. H. S.’ whose 
inquiry under the above heading appeared in your 
issue of June oth, 1951, I would refer to the recent 
case of Littman v. Barron before Mr Justice Wynn- 
Par : 
`~ It was held that an excess arising under Section 
Te (x) of the Finance Act, 1940, was not a profit to 
which Section 27 of the Finance Act, 1927, related 
and that, therefore, deficiencies of rent could not be 
- set against the excesses. 
It is noted that the above case is at present down for 
hearing in the Court of Appeal. 
Yours faithfully, 
BERNARD D. WINTERS 
Enfield, Middx. 


er 


Census of Distribution: Queries on Completed 
Forms 


en — In connexion with the recent census of dis- 
~'tribution forms, it is noticed that queries are being 
raised in a number of cases as to the correctness or 
otherwise of some of the entries, particularly in 
connexion with wages. It appears that the wages 
and salaries paid for one isolated week of the year, 
namely week ended June 24th, 1950, was required, 
as well as the total of annual wage and salary bill 
and a query is apparently raised if the latter does 
not calculate to approximately fifty-two times the 
former. 
The fact that the wages for one isolated week of 
«the yeat might greatly differ in ratio to the total for 
the whole year seerns to be completely beyond the 
comprehension of the office of the census of dis- 
<N tribution. 
It should be noted that many of these forms are 
ompleted for the traders concerned by their account- 
ko (another one of those burdens, which accountants 
ave to oke in their stride) and consequently when 
the trader receives a letter implying some doubt 
as to the accuracy of the figures supplied, the faith 
~ of such client in his accountant is somewhat dis- 
turbed, and not always completely reinstated by 
subsequent explanation by his accountant that the 
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office of officialdom themselves may not be having 
the corréct perspective of the matter. Other cases 
have arisen when in a letter to the client, doubt is 


‘expressed as to the ratio of salaries to turnover, 


and again the client is asked either to confirm or 
amend his figures. 

It is further noticed that these letters are printed 
for various types of queries and thereby implying 
that large numbers of these are being sent out. In 
any case, if the form is originally sent in on behalf of 
a client by his accountant, surely any reply or query 
thereon should be addressed to the accountant. 

If, therefore, it is the experience of other account- 
ants to have to deal with a number of these cases, 
should it not officially be pointed out to the census 
authorities that while the already overworked ac- 
countant still cheerfully or otherwise takes on these 
additional burdens of work in the ever-increasing 
‘paper’ world in which ‘we live, he does begin to 
draw the line when the possibility arises of the 
relationship with his client being strained thereby. 

Yours faithfully, 
ACCOUNTANTS. 


Integral Book-keeping: a Problem 


Sir, — The following procedure exists between the 
accounts and the cost departments of a firm: 

(1) The bought day book is analysed into produc- 
tion, maintenance, tools, etc. 

"GI All invoices entered in the production column 
are passed to the cost department where they 
are analysed in the goods inward book against 
the receipt of the items. 

(3) Returns to supplier go through the reverse 
procedure. 

(4) All items in the goods inward book are debited 
to stock cards. i 

(5) Issues of ‘production’ stores are made via 
requisitions which are credited to the stock 
cards, valued and summarized into: (a) produc- 
tion expenses, (è) maintenance or overheads. 

A difference of opinion now arises in the method 
of dealing with the following: 

(x) A contractor enters’ the firm’s premises and 
repairs the lift. His invoice is duly entered 
under. ‘maintenance’ in the day book. 

(2) Later, it is discovered that the contractor used 
materials (production) from stock via a requisi- 
tion whieh was marked ‘maintenance’. A 
credit is therefore demanded, and received 
from the contractor. 

The problem is, where in the day book columns 
should the credit be ‘entered. The cost department 
says it is obviously a reduction of the original charge 
of maintenance. The accounts department, however, 
insists that the credit reduces virtually the purchases 
of ‘production’ materials. Can your readers see why 
it is impossible for the cost department to accept this 
procedure? 


Enfield, Middx. HR CLOTHIER. 
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NOTES AND NOTICES `, 


Personal 


MR J. S MUR, A.C A., announces that, with effect 
from Jul? 1st, 1951, he has taken into partnership 
Mr Hector CHARLES Laux,- a.c:a.; and. Mr Eric 
g VICTOR SANDERS, D.F C., -A.C:A., both of whom have 
been -in kis office for-many years and served their 
articles with -him. Te practice will continue under 
the .style. of Watson Com & Co, at. Nraniport 
House, Snith Square, London, SWr. si 

“Messrs - Cart ES CHATER, of Bank Chambers, 
High Street, Kettering, announce ‘that, following the 
death of their senior ‘partner,. Mr Tuomas FAREY 
CHATER, 3.C.A,,-A.8.A.4., the practices at Kettering, 
Rushden and Corby ‘will be continued by the 
surviving partners, Mr. G..R. DREVER, A.S.A.A;, and 
Mr A. W: Morais,. F.c.c.s., both of whom were 
associated with Mr CHATER for some years before his 
death, Th2 name of the firm will remain unchanged. 

“Messrs- Pricë Waternoust’ 6 ‘Co, Chartered 
Accountarts, of 3 ;Frederick’s Place, Old Jéwry, 
London, EC2, annourcé that: they have admitted to 
partnershi> Mr CH. “NICHOLSON, who has been a 
member óf their London'staff since 1936.' 

"MEssks’ BowMaNn, BuLLey, YouNó & Co, Accoun- 
tafits and Auditors, announce that they have removed 


from 32 Great Orniond Street, Holborn; WC1, to 


ii Queen Street, Bank, EG, as from Monday, ‘June 
2 sth, 19 51 Their telep: none number i is now w City 4623. 


` Professional Notes: 


Mr 8 H. Gillett, vi, F.c.a., was promoted to, the 


rank of Commandér in‘ the ‘Order’ of St John of 
Jerusalem. on May 24th, IQI. `: 

“At thei: last meeting, the’ Lancashire . County 
Finance Committee. unanimously. appointed Mr 
Norman Doodëon, A.S.A. A., AI.M,T.A., to be County 
Treasurer in succession to the lite Ma Alan Beal 
who died saddenly in April. The commencing salary 
for: the post is £3,000 per annum rising to £3,500. 

‘Councillor Alec Ling, J.P., F.C.A., Principal of 
Oswald Ling & Son, of Derby and Ashby de la 
Zouch, has been appointed a local director of -The 
Provincial Insurance EE Ltd, oi London and 
Kendal. . 

Mr A. E. Tunley, a. GA. Chief Accountant of Harris 
Lebus Ltd, manufacturers. of. furniture, has been 
given. a sea: on the bozrd on taking up the position 
of Financial Controller of the company. 


phy 


"Obituary | 
THOMAS FAREY CHATER, F.C.A., AS.A.A. 


We have learned with regret of the death, at the 
early age of 48, of Mr Thomas Farey. Chater, F.C.A., 


A.S.A.A., senor partner in the firm of Cattell & Chater, 


of Kettering, Rushden and Corby: :. 
` Mr Chater was admit-ed an e of the Tost 
tute.in.192£, became a member of the Society. in.1934 . 
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and was elected a Fellow of the Institute in ST He 
had been in practice in Kettering for over twenty years 
and played a prominent part in.the basic industry. 
of the district - the manufacture of boots and shoes ~ 
as secretary of a number of councils and associations 
connected with this trade. ` 

Among the directorships held by Mr-Chater were ` 
those’ of Stimpson Leathers Ltd, East Midlands 
Allied Press Ltd, and the Northampton. . Board o. 
The Eagle Star Insurance Co Ltd. He was a past” ~ 
master of the St Crispin Lodge of Freemasons, and 
held degrees i in various other lodges. | 

At the time of his death Mr Chater was president 
of the Kettering Rotary Club and was Treasurer of 
the Kettering Cricket and Rugby Football Clubs. 


The Institute’s Autumnal Meeting, 1951 — 
Plans. for the’ twentieth autumnal meeting of The 
Institute cf Charteréd Accountants, to’ be beid: in 
Torquay from October rrth-13th next, are well, 
advanced, The programme includes a paper on ‘The, 
valuation of holdings in private limited companies’, 
by Mr T. A. ‘Hamilton Baynes, MA, F.C.a., with 
special reference to estate duty problems, and by. Mr 
W. G. Campbell, B.A., F.c.A., from the more general .. 
aspect} ‘another paper is entitled ‘The effects of taxa- 
tion on industry and the individual’, by Mr E. G. 
"Turner, MECH " 

‘On June 2gth members of the Bristol and West 
of England Society of Chartered Accountants and of 
the Exeter branch, who aré members of the Confer- 
ence Committee and the Confererice sub-committees, 
together with their ladies, and Mr Alan S. Maclver, 
M.c. (Secretary. A the” Institute), and Mr Derek d 
Pré (Editor of "The Accountant’), were received by ~ 
Mr $. W. Cornwell, F.c.a., President of the Society, 
and ‘Mrs Cornwell, at an informal social meeting 
held ‘at ‘the Grand Spa Hotel, _Bristol. i 


Manchester Society of Chartered Accountants 
PRroposep BoLToN BRANCH > 

With a view to starting a branch in Bolton of ie 
Manchester Society of Chartered Accountants, A 
luncheon was held at the Swan -Hotel,. Bolton, on 
Friday, Jun2 22nd, and was attended: by some ER Le 
members of the Institute. ` 

After ‘the meeting had been ` addressed ER Mr 
Mark Wheetley Jones, B.COM.,. F.C.A., . President, of 
the Society, and other members of the committee, a 
resolution was carried unanimously that it. was. 
desirable that a branch of the Manchester Society 
of Chartered Accountants should be _formed iny 
Bolton, and the following ad hoc committee was: 


elected to make the necessary arrangements: Mr 


Kevan.Wm. Horton, F.c.a., Chairman; Messrs P: 
Clarke, . a.c.a.; H. Daniels, A.C.A; E M. Haslam, 
A.C.A; J.-H. McLaren, ACA; K.o Pilling, A.C.A... 


In Parliament 
4 Income Tax: UNSETTLED CLAIMS 
bt, Houcuton asked the Chancellor of the Exchequer 
“flow many claims for the repayment of income-tax 
were received by the Inland Revenue department 


more than three months ago’ and are still unsettled; 


what proportion those unsettled cases are of the total 
number of repayment ‘claims received; and how 
many of the unsettled cases are for sums exceeding 
£1,000. . 
Mr GAITSKELL: At June 4th, 1951, the latest date 
for which figures are available, there were 8,939 
unsettled claims which had been in hand for more than 
three months; this represents one-third of 1 per cent 
of a year’s intake of claims, I cannot say how many 
of the unsettled claims involved more than £1,000. 


i Hansard, June 26th, 1951. Written Answers, Col. 116.. 


. Marren Women: EARNED INCOME 
Mr Burke asked the Chancellor of the Exchequer 
(1) how the principle of assessing a married woman’s 
earned income separately from her husband’s 
earnings is affected by his regulations in respect of 
the fiscal year in which she ceases to be employed; 
‘and whether the concession is then withdrawn with 
the effect that her earnings for that year are assessed 
with her husband’s earnings; (2) if he is aware that a 
married woman who ceases to be employed during 
the fiscal year and applies for a rebate of income-tax 
` payments has her earned income for that year assessed 
jointly with her husband’s income thereby losing the 
benefit of separate assessment; and if he will take 
steps to remedy this hardship; (3) why a married 
woman who leaves employment in the course of Che 
fiscal year is not entitled to an adjustment. of her 
income-tax payments unless she makes a claim for 


adjustment before the end of the fiscal year in which- 


e has ceased to be employed. 

Mr GarrskeLi: The normal rule is that the income 
of a married woman living with her husband ‘is 
treated as income of the husband for income-tax 
purposes. But either husband or wife, by making a 
claim before July Sth in the year of assessment, may 
have the two incomes assessed separately. The 
allowances to which both parties are entitled are 
then divided between them in proportion to their 
respective incomes. A: daim to separate assessment 
continues to have effect until revoked, and is not 
affected by the nature: of the wife’s income or if she 
Je in‘employment, by her ceasing to be employed. I 
am not clear exactly what typé of case my hon. friend 
has in mind, but if he will send me particulars I shall 
be glad to lok into the matter. 

Hansard, June 26th, 1951. Written Answers; Col: 118. 
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Income Tax, RULE Q ` 
Wing. Coramander HULBERT asked the Minister of 
Defence if he will bring the provisions of Income Tax, 
Rule 9, to the notice of all regular and reserve officers 
in the Royal Navy, Army and Royal Air Force. ` 

Mr Suinwett: I am looking into the hon, and gal- 
lant member’s suggestion and will write to him when 
Ihave completed my inquiries. ` 

Brigadier Heap: Is the right hon. gentleman aware 
that, if what the Chancellor of the Exchequer said 
recently was correct, the Treasury undoubtedly owe 
the Services very large sums of money owing to 
ignorance of this rule? 

Mr SHINWELL: I. understand that -the service 
departments are discussing this very. complicated 
matter with the Treas 

Hansard, June 27th, 1951. ‘Oral Ansyin, Col. 1383. 


The Chartered Accountant Students’ Society 
of London 


SOUTHEND-ON-SEA BRANCH |. 


At the third annual general meeting of the Southend- 
on-Sea Branch of the Chartered Accountant Students’ 
Society of London, held on June 12th last, the 
committee reported that during the year the activities, 
of the branch had included several lectures. on 
accountancy subjects, others. of more general com- 
mercial interest, a visit to a local factory to observe, 
mechanized accounting - -methods. in action, and. an 
accountancy quiz at Spelman: “against the local 
branch of the Society:- — 

The report of the committee and the- accounts, 
were adopted, and .during -a discussion’ on the. 
activities for the coming year, several members 
expressed the wish that the branch should cater 
more for the Intermediate student, and should 
endeavour to obtain lectures on: “subjects which were 
not dealt with in the text-books. ` 

“The officers elected for the ensuing year were 

Chairman: Mr M. A. Wren, 

Hon. Secretary: Mr G. W. Abbott. , 

Hon. Treasurer: Mr G. R. Wright. 

Members of the committee: Messrs W. J. Heddosi 
and P. F. Jordan. 


Australian Accountant Seeks Tont 
A Sydney member of The’ Institute of Chartered 
Accountants in Australia has written to us expressing 
his desire to correspond, on general matters, with a 
member of. The Institute of Chartered Accountants 
Im England and Wales, whois interested in Australia. 

Our querist, who is 34 years of age, would like, in 
particular, to exchange views on accounting and 
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taxation :opics — being a member of the N.S.W. 
Division of the Australian Chartered Accountants’ 
Research Society. 

Any member of the Institute who cares to accept 
this invitetion is requested to write to the Editor, 
The Accorntant, 4 Drapers’ Gardens, Throgmorton 
Avenue, London, EC2. 


Double Taxation: Jersey 


The Finance Committee of Jersey has approved, 
subject to zhe agreement of the States of Jersey, the 
terms of a double taxation agreemént between the 
United Kingdom and Jersey. Legislation will be 
necessary in Jersey to enable the arrangement to be 
put into effect. In the United Kingdom the arrange- 


ment requires the apprcval of Parliament. The agree- , 


ment is: ie Dene published as a draft Order in Council. 


Double Taxation: Guernsey 


The Guernsey income-tax authority has approved, 
subject to taé agreement of the States of Guernsey, 
the terms cf a double taxation agreement between 
the United Kingdom and Guernsey. Legislation 
will be necessary in Guernsey to enable the arrange- 
ment to be put into effect. In the United Kingdom 
the arrangement. .requires the approval of Parliament. 
The agreement is being published as a draft Order ir in 
Council. 


Louble Taxation: Norway 


The double taxation agreement with Norway, which 
was signed oa May and, was published on July 4th 
as a schedule to a draft Order i in Council. 


" Recent Publications 


Supping Law by Lord Chorley, M.A., and O. C. Grrss, 
LL.M. Seconc Edition. xxv: + 364 pp. 54 X 84. 308 net. 
Sir Isaac Pitman & Sons Ltd, London. 

PRINCIPLES AND PRACTICE OF COMMERCE, by James Stephen- 
son, M.A. Fourth Edition by John H. Stephenson, B.A., 
B.SC. xvi + 896 pp., 84 X 54. 25s net. Sir Isaac Pitman 
&. Sons Ltd, London. 

JorD.AN’s Income Tax GUIDE, 1951-52, compiled by 
Charles W. Chivers. 48 pp. 7 5. 2s net. Jordan & Sons 
Ltd, London. f 

_Bupcerary Courroi, by H. P. Court, F.C.W.A., ALLA. 
vili-+282 pp. 19X74. sos net. Sweet & Maxwell Ltd, 
London. ` ; ` 
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Tue JOURNAL or Accountancy. (New York.) (June.) 
‘New Audit Program Based on Quarterly Transactions 
Takes Pressure from Year-End Peak’, by Leonard F: 
Beckers, c.p.a. 

Tue AUSTRALIAN AccouNnTANT. (Melbourne.) (April.) 

Tse New York CERTIFIED PUBLIC ACCOUNTANT. (New 
York.) (June.) 
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SEVENTY-FIVE YEARS AGO 
From be Accountant op Jury 8th, 1876 ‘ 


To the Editcr of ‘The Accountant’ - 
Anonymous Correspondence 
Sr, 

Mr Herman Lescher ‘wants to know’ why your 
correspondents do not attach their real names, 
instead of pseudonyms, to their communications. I 
can only reply for myself, and have no objection 
to give my reasons. They may not be good enough ~ 
for him, but that I cannot help. 

in the first place, I have neither the fierce moral, SÉ 
courage of Mr Lescher, nor his magnificent confi- 7. 
dence. I em a modest kind of. man and not inclined 
to receive the adulations which might be poured 
upon me for my effusions, if my name were to 
‘appear. Still less do I wish my arguments to be 
eclipsed by the ‘brightness which would radiate 
from: my real name were it appended to. my’ tom- 
munications. Neither do I want some lord, or perhaps 
a -dignitary of the Church, to apply ‘to me in the 


. most pressing manner to become his private or 


correspording secretary; and further — and this most 
of all—if I want an advertisement, I prefer to pop 
Io o in the ordinary way. Go far as my letters are’ 
concerned, I wish:them to stand for-just. what they 
are intrinsically worth; and not to be ‘overshadowed 
by the brilliancy of my signature. Again,-sir, I should 
not like The Accountant to be of such extreme value ~ 
for the week only in which -my resplendent and 
euphoriovs name might blazon, and I trust I ‘have 
a greater respect for the much esteemed editor; 
than to allow him to be driven nearly mad between 
the conflicting issues of .consigning my notes to the 
waste-paper besket, and dimming the lustre of his. 
periodical by the absence of my name from his 


columns. For these reasons I shall continue to get 
TWENTY YEARS. 
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THE FINANCE BILL, 1951: 
THE DEBATE CONCLUDED ~V 


Proposals to assist Mining Companies 


SHORT but important debate took place on two clauses 
aimed at giving relief to mining companies. One clause 
proposed the repeal of subsections (3)-(5) of Section 
22 of the Finance Act, 1949, which, it will be remembered, per- 
mits a depletion allowance in respect of capital expenditure on the 
acquisition of overseas mineral resources. The effect of the repeal 
would be to base the allowance on the full amount expended by 
the company, and not to limit it to the amount expended by the - 
first United Kingdom purchaser. The ATTORNEY-GENERAL 


3995 


` _ explained that loss would’ fall on the T-easury unless there were 


some means of assessing the profit made on sales by intermediate 
owners and he pointed out that the MILLARD Tucker Committee 
had recognized this in their recommendations. He considered 
that the clause raised general questions which ought to be examined 
by the Royal Commission. The clause was withdrawn. 

The second clause provided for the amendment of Section 30 (1) 
of the Income Tax Act, 1945, by extending the allowance to 
expenditure in discovering and testing deposits, or winning access 
thereto, on any mining tenures owned, or held under option or 


‘under an authority to prospect. The clause would have had the 


ancillary effect of overriding S.R. & O. 947 of 1947 which has 
placed’a narrow construction on the Act. At present, exploration 
outside a ‘mineral field’ or ‘oil province’ which the company is 
operating cannot be charged either directly or by way of an annual 
allowance — though go per cent of expenditure on oil exploration 
is said to be abortive — and a heavy premium is therefore placed 


op prospecting. Needless to say, most foreign mining companies 


are at an advantage in this respect. 

The debate was striking because the arguments for the clause and 
the obvious importance of the topic clearly shook the ATTORNEY- 
GENERAL out of a ‘wait for the Commission’ attitude, though he 
would make no definite promise of action. The clause also pro- 
duced the unusual spectacle of Mr ANEURIN BEVAN supporting 
the Opposition. He said that in his view, where an important social 
purpose was to be accomplished, either the State should do it or 


. the State should make it possible for private enterprise to do it. 


What the State should not do was merely to surround private 
enterprise with inhibitions; the Treasury’s attitude in this matter 
was a characteristic example of the unwisdom of allowing it to ` 
have too much‘influence over economic planning. He also com- 
plained that our mining resources in Great Britain were not being 
properly explored by modern methods. 


H 
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The suspenzion of initial allowances 


The Oppcsition mace further attacks on the 
clause providing for the suspension of the initial 
allowance and divided zhe House twice. In moving 
that the allowance should be reduced from 40 per 
cent to 20 per cent rather than being suspended, 
MR R. A. BUTLER said that when SIR STAFFORD 
Cripps doubied it, he did so to meet the greatly 
increased cost of replacing fixed assets, and 
because of the inadequacy of the ordinary depre- 
ciation allcwance. These allowances take no 
account of the fall in the value of money, and 
with replacement costs three times what they 
were, penal taxation, and physical controls on 


investment, industry’s need of capital was far’ 


greater than the Goverrment realized. 

The Econəmic Secretary to the Treasury, MR 
JoHN EpwaRDs, reiterated the Government’s 
argument that a substantial switch of plant and 
machinery to defence production was essential, 
and that in any event the suspension of the initial 
allowances was but a limited hindrance to 
expansion and development, and affected mar- 
ginal cases orly. 

An amendment to exempt agricultural machin- 
ery from the zlause on the ground that increased 
agricultural production is part of the defence 
effort also failed. : 

However, the Government themselves intro- 
duced an amendment to 2xclude from the clause 
cases where a contract for the construction of a 
Ship or engines for a ship had been entered into 
not later than April roth, 1951, Le. Budget day. 


Profits tax 


Amendments have been made to the ge, 


linking for profits tax purposes the capitalization 
of profits and the reductior. of share capital. These 
amendments exclude from the scope of the clause 
redeemable preference shares issued for full con- 

“sideration paid in cash, anc, secondly, loan capital 
or. redeemable preference shares issued as part of 
the purchase consideration by a body which is 
buying any bus:ness or property. 

Clause 32 (fcrmerly clause 28) which enables 
adjustments to be made o counter the effect of 
transactions designed to avoid profits tax, has 
also been amended in pursuance of an under- 
taking given in Committee. The Commissioners 
must specify the transactions giving rise to the 
direction and the adjustments as respects lia- 
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bility to prcfits tax which they consider appro- 
priate. It is now provided that a direction cannot 
be given merely because some distribution, or a 
larger distribution, of profits could have been 
made; or (except in the case of director-controlled 
companies) because debentures have been issued 
for a full cash consideration; or by reason of any 
transaction which has received Treasury consent 
under clause 36 (the former clause 32), provided 
that consent was specially given to that particular 
transaction, that it was given in advance, and that 
all material facts were disclosed to the Treasury 
at the time. Under a new subsection it will be 
possible for any body to approach the Com- 
missioners to discover in advance whether or not 
a particular transaction will involve a direction. 
The Commissioners must be satisfied that it is 
entered into for bona fide commercial reasons. 


‘If they think a direction ought not to be given, 
they must notify the applicant accordingly, and - 


will thereafter be unable to make a direction 
provided that full and accurate disclosure of all 
material facts was made to them in the first place. 
They will, however, still retain the power to 
make a direction with respect to transactions 
which include that transaction. 

The clause bringing public utilities within the 
scope of profits tax at 10 per cent has been 
amended to permit the carry forward of losses 
incurred since January rst, 1947, when the tax 
substantially received its present form. 


Miscellaneous new clauses and amendments 

The Report Stage of the Bill had concluded with 
an amendment of clause 36 by the Chancellor of 
the Exchequer, Mr GarrskeLt. This makes it 
clear that in no circumstances will a mere transfer 
of assets by a body corporate not resulting in a 


substantial change in the character of the com- - 


pany be treated as an unlawful transfer of part 
of the trade or business. 

A new clause extends a wife’s special earned 
income relief under Section 18 (2), Finance Act, 
1920, to payments by way of a retirement pension 
under the National Insurance Act, being a pen- 


sion payable to the wife by virtue of her own - 


income. A consequential amendment has been 
made to the proviso to Section 27, Finance 
Act, 1946. 

Mr Dowe zas Jay gave two reasons for it. First, 
married women receiving pensions paid by 
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private employers under private superannuation 
schemes have by long Inland Revenue practice 
been allowed to treat them as deferred pay where 
the recipients contributed towards the pensions, 
and it seemed anomalous that this concession 
should be refused to a woman who had contributed 
all her working life to the State retirement pension. 
Second, it was possible for a married woman to 
retire and for her income to fall to 30s a week (as 
it will be).and for her to have to pay increased tax 
on the lower income. The Government would not 
accept the suggestion that the concession should 
extend to children’s allowances as well as tc 
retirement pensions. 

Clause 27 which gives the Revenue power to 
obtain information as to interest amounting to 
more than {15 per annum which is paid without 
deduction of tax has been the subject of consider- 
able controversy. On the Report Stage, the 
Opposition’s arguments related solely to the Post 
Office Savings Bank and were directed to the 
apparent conflict between the clause and the 
obligation of secrecy imposed by Section 4 of the 
Post Office Savings Bank Act, 1861, and also to 
the general merits of the proposal. The ATTORNEY- 
GENERAL finally agreed to an amendment remor- 
ing doubts regarding the former matter. 

Other amendments to this clause were that (i) 
persons furnishing lists of recipients of untaxed 
interest cannot be required to do so for any year 


- ending more than three years before the date of 


service of the notice requiring the list, and (ii) 
where the recipient of such interest notifies the 
bank or other payer that the person beneficially 
entitled to it was not normally resident in the 
United Kingdom, the interest need not be in- 
cluded in the return. 

The Government announced that, following 
the discussions which had taken place, the varicus 
sections of the film industry had agreed to new 
arrangements in respect of entertainments duty 
which would operate for three years from 
August 5th next. 

A schedule to the Act sets out the revised rates 
of duty. The general effect is that in the case of 
seats not costing more than 2s the duty is either 
reduced or left unaltered; above that point it is 
increased by amounts ranging from 1d to rd 
Under the Eapy scheme the increases would be 


‘passed on in the form of higher prices for the 


more expensive séats. 
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Taking last year’s arrangements under the 
Eapy plan with these proposals, the industry 
would obtain a total of £84 million more than it 
was getting before. Of this, the producers would 
get £3} million and the exhibitors, who had 
satisfied the Government that their claims for 


rising costs were stronger than at first thought, 


about Ze million before deduction of film hire. 
It was hoped that the three years’ security offered 
to the producers would enable them to get on a 
paying basis without further Government assist- 
ance. The smaller cinemas received special 
assistance last year when it was arranged that 
there should be exemption from the levy scheme 
in any week where the takings were less than 
£125. 

Another interesting suggestion was to amend 
Section 21 of the Finance Act, 1936, by providing 


' income arising under a settlement which was 


wholly and exclusively used for the payment of 
fees and the purchase of text-books for the full- 
time instruction of a child of the settler should 
not be treated as income of the parent. This was 
rejected by Mr Douctas Jay on the grounds that 
the {10 million it would cost could be far better 
spent, whether on education or dependants 
generally, than by giving relief to the sur-tax and 
income-tax paying class, and in particular to those 
of them who had happened to make use of the 
particular legal device of a settlement. 

The Opposition suggested that light hydro- 
carbon oils used in manufacture should be 
exempt from duty, as is virtually the case in 
many other countries, or at least that they should 
be exempt from this year’s increase. The Govern- 
ment rejected the suggestion on the grounds of 
cost and administrative difficulties but have given 
the Treasury power to extend the present draw- 
back on the export of articles containing light 
oil as an actual ingredient to cases where it has 
been ‘used as a material, solvent, preservative or 
finish’. 

Readers of the Bill should not be unduly 
elated when they see that a clause entitled 
‘Reduction of Match Duties’ is to come into force 
on August rst. Mr Jay explained that the phrase 
is used in a somewhat Gilbertian sense, namely, 
that if a new price order authorizes the reduction 
of the number of matches per box the tax per 
match will now remain the same instead of 


going up. 


28 


THE ACCOUNTANT 


July 14th, 1951 


MANAGEMENT-CONTROL ACCOUNTING 


STANDARD COSTS AND BUDGETS 
by HARRY DUGDALE, A.A.C.C.A., A.C.W.A., A.M.LLA. 


Management-contro!l accounting: a precision tool in the hands of management — 
Connexion between standard costs and budgets - Analysis as a feature of expense 
control ~ Quantitative basis in the formulation of specific budgets — Fixed, variable 
and semi-variable overhead — Vital relationship between fixed overhead and output 
— Product selection based on the equation, fixed overhead-cum-profit — Considera- 


tions 


the Second Worid War, the techniques of 

standard costing and budgetary control had 
been gradually but surely carving their niche in 
the British industrial structure. Long established 
in the U.S.A., these techniques, on being intro- 
duced to British managements about 1933, did 
not at first command a wide audience. This is 
readily understandable: new ways are apt to be 
viewed with a conservatism tinged by an element 
of mistrust which arises, of course, from the 
impact of new techniques on minds not yet fully 
cultivated to appreciate them. Caution is thus 
engendered during an initial period of trial. 

But just as ‘new boys’ at school gradually 
become ‘old boys’, so now have, the techniques 
of standard costing and budgetary control firmly 
established themselves as precision tools of 
management in the British industrial field. 


Fees the early 19308 to the outbreak of 


Relationship Between 

Standard Costs and Budgets 
One famous authority on these techniques has 
said “Standards are budgets; and budgets are 
` standards’. This implies — and correctly — that a 
single purpose runs through their apparent 
duality. In practice, we set standards for, inter 
. alia, labour, materials, machine-speeds, and 
production losses. Budgets, on the other hand, 
are established for overhead charges. In formulat- 
ing such budgets, a yazd-stick — or standard — 
must be used wherever possible. Conversely, 
when setting standards, the interwoven budgetary 
factor cannot be eliminated. For example, in a 
machine-operation necessitating a team of work- 
ers, the setting of a precise standard ipso facto 
demands that a budget sha_l postulate the required 
labour force, 

There are, of course, many variations in the 
extent to which these dual techniques are used. 
If the incidence of overhead in the cost structure 
is high, then we cannot have effective standard 
costing unless budgetary control is used. Thus 


in setting flexible budgets—Inter-relationship of various 
Responsibility- budgeting. 


budgets — 


standard costing limited to considerations of 
labour and material costs is, in many cases, of 
restricted value. Conversely, however, it is pos- 
sible for budgetary control to be employed in 
circumstances where no use is made of standard 
costing. Even in such a case it is imperative to 
have standards with which to set certain of the 
general works overhead budgets. In the main, 
therefore, the dual techniques must operate 
together if their true effectiveness is to be 
obtained. 


Nature and Incidence of Overhead Charges 
A basic dictum to be observed in expense-control 
is that of analysis. Only by knowing the nature 
and incidence of the overhead charges of an 
industrial company can one attempt to set control- 
budgets therefor. In many industries today, over- 
head charges account for 70-80 per cent of the 
total product-ccst. This is almost a complete 
reversal of the circumstances appertaining three 
or four decades ago. 

Hence, modern management makes the utmost 
use or budgetary control in order to ensure that 
extensive overheads are not necessarily excessive, 
but correlated to production and sales. 


Implication of Analysis of Overheads 


We may now consider the implications of over- 
heads’ analysis. It is found in most industrial 


companies that there are four main avenués down 


which must go the expenditure on overhead 
charges. They are: 

(1) general works overhead (also known as fac- 

tory overhead); 

(2) administration overhead; 

(3) selling overhead; and 

(4) Cistribution overhead. 

Prior to the formulation of individual budgets, 
therefore, expense-headings should be segregated 
into these four groups. Subsequently, analyses 
of past expenditure should be made — not to 
act as the basis of the budgets now being formed, 


y 


A 


~ 


` 
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for this might easily perpetuate overspending — 
but to ensure that a sufficiently detailed classifica- 
tion of accounts is made available. 
Budget-formulation then proceeds to make 
further use of analysis and, where possible, of 
scientific method. In each of the four groups of 
overhead it is essential so to demarcate the con- 
stituent expenses that there emerges a sub- 
analysis showing (a) fixed overhead; (b) variable 


overhead; and (c) semi-variable overhead. This ` 


sub-analysis is, as we shall see, germane to the 
whole principle af the flexible budget. It assists, 
moreover, in clezring the way for a formulation 
of certain budgets on a quantitative basis. Use 
is thus made of the scientific method of measure- 
ment. Thus, in the sphere of general works over- 
head, the budgets for steam-raising, electricity 
generating, and process water, should be built 


from an appropriate base of measurement. Hence, ` 


knowing the postulated annual production, and 
the nature of a specific factory expense, it is 
possible to set an equitable budget for that 
expense. 


Ancillary Benefits 


Let us first consider the necessity for modern 
management to have a fore-knowledge of the 
incidence of overheads incurred in producing 
and marketing the output of a factory. 

_ It has been stated above that overheads are 
capable of being analysed into the three classes 
of fixed, variable, and semi-variable. This analysis 
must be made if any effective system of standard 
costing and budgetary control is to operate. The 
raison d’étre is not hard to find: it is expense- 
control. Fixed overheads are those which tend 
to remain relatively unchanged in their annual 


. amount over a fairly wide range ‘of productive 


D 


capacity. This is not ‘to say that their annual 
amount is irrevocably unalterable. Changes in 


-capacity-utilization (from, say, day-shift opera- 


tion to a double-shift plan) may, and sometimes 
do, have the effect of increasing the total annual 
fixed overheads. 


A Double-edged Sword 


It is a practical proposition, however, that in a 
factory working single-shift as a normal course 
of events, the fixed overheads will remain 
relatively ‘stable. That fact is a double-edged 


- sword! Given the opportunity to increase the 


tempo of production, without increasing working 


hours, the incremented output will have a direct ` 


effect on the fixed charges’ element of the product 


price structure. In other words, total overhead | 


cost, per unit of product, will be reduced. Con- 
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versely, where output falls, the resultant effect is 
an increase in overheads cost per unit of product. 

Fixed overheads thus representing a. solid 
block of expenses, which have to be met regard- 
less of the variations in output, what benefit is 
it to a management to know the annual incidence 
of this class of overhezds? There are several 
reasons why this knowledge should be obtained. 


' Thus, where the annual amount of fixed charges 


constitutes a major portion of total annual operat- 
ing and marketing expense, it is an imperative 
necessity that output should be sustained and, 
where possible, increased. If output falls in 
such a case, the effect on final net profit will be 
drastic; but if the converse happens and output 
is increased (and, let it be added, sold) there 
will be a marked increase in profit. 


Low Incidence of Fixed Overheads 


On the other hand, the company with a low 
incidence of fixed overheads in its overall annual 
expenditures is more stable. It is not so suscept- 
ible to profit-variation, for the simple reason 
that alterations in output do not have the sharp 
effect on fixed charges per unit of product. In 
such a case, the main emphasis of expense 
control will be directed to considerations of 
variable expense (e.g. raw material used in pro- 
duction; packing material; production loss; and 
scrap), with a view to effecting manufacturing 


‘and marketing econcmies in this class of expense. 


In each set of circumstances, however, the 
facts are there to set the management thinking. 
High fixed. overheads should direct attention 
both to stepping-up output and marketing the 
increased production. Increased production may 
demand considerations of layout, production 
methods, incentive schemes of remuneration, 
‘market research and careful formulation of selling - 
prices. 

Low fixed overheads should not cause the. 
management to be unduly complacent — a matter 
to be discussed here is ‘why are, the fixed over- 
heads relatively so small?’ Is a large contributory 
factor the continued use of old plant, on which 
the annual depreciation write-off is now com- 
paratively small? If this is so and if, in addition, 
it is known that any increase in production could 
be readily sold, there may be definite grounds 
for the introduction of the latest form of plant. 
The new plant will have its concomitant in the 
shape of an increased annual depreciation charge. 
But the extra output which will be obtained 
(compared with old plant) may actually result in 
a decrease in total product cost. 
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Price Fixing ard Product Selection 
Fixed overheads’ incidence in the product is also 
a potent factor in price fixing and in product 
selection. Froduct A. may show a clear profit of 
Is per unit. and product B. a profit of 6d. But if 
product E. recovers gd per unit in fixed over- 
heads, while product A. recovers 2d only — due 
to the procuction cycle followed by product B. 
making greater use of the plant and services 
_ giving rise to the fixed charges — then product B. 
is the more profitable one to ‘push’. 

This knowledge assists the sales management. 
In the sphere of competitive price fixing, data as 
to the fixed overheads’ element in product costs 
is vital. WitLout this knowledge, reductions might 
be made in selling prices which result in selling 
the product at a loss. :f the fixed charges inci- 
dence is known, however, then the competitive 
price is built up from the basis of variable cost, 
plus a contribution towards the fixed charges. 
Put differently, this is a situation where avoid- 
able costs (i.e. variable charges) are recovered in 
toto, while some contribution is obtained, in 
addition, towards the unavoidable fixed charges. 


Budgetary Control and Flexible Budgets . 
Budgetary control should be effected by means 
of flexible budgets. The purpose of these is to 
show the applicable allowance for any percentage 
of activity ranging from, say, 40 per cent to 
140 per cent of normal capacity. In setting a 
flexible budge: for each class of overhead expense, 
several considzrations arise. In the case of fixed 
overheads, it is prudent to give serious thought 
to the amount of fixed overhead, e.g. indirect 
wages, that would be incurred at the minimum 
level of activity. . 

From that point, a ‘step’ graph may be con- 
structed, showing the permitted additions at 
- various levels of activity. Some fixed overheads, 
however, have an unvarying total amount what- 
‘ever the activity, e.g. depreciation. 

Variable expenses should, theoretically, vary 
directly with changes in output. The point to 
watch here is that the basic level of any variable 
expense has been formulated from accurate data, 
based on studies made in the fields of production 
and marketing; for example, in budgeting for 
ancillary production material, it may be essential 
to build into the budget an allowance for produc- 
tion loss. Studies should be made to establish 
what is a normal loss in these circumstances. 

In the sphere of semi-variable expense, it is 
necessary to have an appreciation of the con- 
stituent fixed and variable elements embodied 
therein. The variable element is then built on 
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the basic "sed charge to provide the flexible 
budget. 

Through the medium of flexible budgets, 
properly set, a management is provided with data 
of the total amount of expenditure allowable for 
a defined output. The object is to keep produc- 
tion and marketing costs at a predetermined per- 
centage of income. That way lies planned profit, 
and its successful realization. 


Inter-relationship. of Budgets 
Budgetary control focusses attention on the 
market for a company’s products. A sales budget 
must be drawn up, on a realistic basis, showing 
expected sales in product categories and geo- 
graphical territories. From that sales budget, the 
production budget is formulated; and the latter, 
in its turn, influences the capital expenditure 
budget, inasmuch as envisaged capital expendi- 
ture should be related to a production plan, in 
order that the outlay can be truly represented as 
the ‘live’ use of monetary resources. The sales, 
production and capital expenditure budgets are 
then considered collectively in the setting of a 
cash budget, the purpose of the latter being to 
ensure adequate finance wherewith. to achieve 
the combined plans of production, Selling; and 
plant extension or modernization. 


‘Responsibility Budgeting’ 

The principle of ‘responsibility budgeting’ now 
commands full acceptance — and rightly so. Based 
on the recognition that many costs have a human 
agent, the expenditures should be grouped against 
relevart depar-mental executives. These execu- 
tives must sit on budget committees and assist in 
formulating the amounts of expense which hence- 
forth, through the medium of the departmental 
or cost-centre budgets, they will be expected to 
meet at given levels of activity. Only by ‘re- 
sponsibility budgeting’ can the true interest of 
departmental executives be enjoined to the task 
of expense control. 


It can therefore be easily seen that the use of 


standard costing and budgetary control inevitably 
brings to the surface numerous inter-related 
factors, the proper understanding of which -— 
calling as it does for a projection of the manage- 
ment’s mind into the fields of predetermination, 
correlation and analysis — cannot fail to assist in 
the obtaining of economic production and 
marketirg and in the securing of a planned profit. 
At the same time the processes of production 
will be smoothed; in many cases effective bases 
will be laid for labour remuneration; and dynamic 
use made of the capital employed in the business. 


"ei 
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NORTH AMERICAN COMMENTARY -XXV 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.), 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, 
New York, March 


Industrial and Commercial Accounting 


HE need for distinctive training of 

| students in industrial or commercial 
accounting is being widely discussed in 
North America. The editorial refers to Professor 
Leo Schmidt of the University of Michigan as 
advocating an examination for those pursuing a 
career in industrial or commercial accounting, 
giving successful candidates the right to a title - 
presumably appropriate letiers. It is pointed out 
that thousands cf certified public accountants in 


- the United States have had little or no public 


accounting experience: Many argue that the 
college degree which usually precedes the C.P.A. 
qualification is enough for these students, whose 
promotion will depend on their employers. The 
editorial asks for comments of readers on this 
‘provocative’ idea. 


The Independent Auditor and Defalcations 
Stressing the cheaper protection given by internal 
control and surety bonds, the editorial regrets the 
persistent belief in the U.S. that the independent 
audit should necessarily disclose any defalcations. 
Detailed checking has, except in very small 
businesses, become the function of the internal 
accounting staff, the main aim of the independent 
audit being to express an opinion on representa- 
tions of the corporate financial position. 


The S.E.C. and Accounting Principles 
The chairman of the Securities and Exchange 
Commission, Mr Harry A. McDonald, claims 
that in the U.S. the S.E.C. and the accounting 
profession have worked side by side in the evolu- 
tion of accounting practices, with ‘constant and 
intimate contact’. He repudiates any suggestion 
that the commission has attempted to regulate the 
accounting profession. The vital interest of the 


S.E.C. is, he says, ‘the development of objective 


and uniform eccounting’. The statutes provide 
that the S.E.C. must prescribe forms for com- 
panies required to register with it, and the com- 
mission’s objective has been to give satisfactory 
information to the investor. 


Organization in Professional Accounting 
Firms 

The results of an investigation of practice in 
public accounting firms are reported by Mr 
Louis H. Pilié, c.p.a. One of the larger firms has 
divided its staff into teams of four or five, each 
led by a supervisor, leaving an independent ‘pool’ 
of several seniors and assistants not on any team. 
Inventories of estimated man-hours needed and 
available for the next three months are carefully 
planned ahead. Another firm makes a weekly 
engagement progress report arriving in detail at 
actual variances in hours taken as compared with 
estimates, thus making the staff ‘time conscious’. 
Some firms use dictating machines and one pro- 
vides a dictaphone by which one member of the 
staff can take inventory by means of a portable 
microphone, the record being sent to the head 
office of the machine company for transcription. 
Another firm has a photostat machine which 
saves typing and collating time and errors in 
transcription. One firm has pre-typed models of 
standard report paragraphs, each pre-numbered. 
Thus, under ‘accounts receivable’, instructions to 
the typist may be to ‘copy paragraphs 1, 6 and 8 
after which type the following. . . .’ 


Lawyers and Continuing Professional 
Education 

Mr John E. Mulder, director of the committee on 
Continuing Legal Education, explains the scheme 
now being carried out by this special committee 
of the American Law Institute in collaboration 
with the American Bar Association. Nation-wide 
training is being given by lecture courses, with 
special literature produced and published by the 
committee. Six handbooks or monographs for 
study are being produced each year and sold to 
members. One publication is ‘Basic accounting for 
lawyers’. It is hoped that the project will ulti- 
mately be self-supporting. The scheme is put 
forward as one which might be emulated by the 
accounting profession. 


Lawyers and Accountants: Income Tax 
Practice 
The House of Delegates of the American Bar 
Association has approved the Statement of Prin- 
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ciples submitted on behalf of the national con- 
ference of lawyers and certified public accoun- 
tants. The council of che American Institute of 
Accountants. has still to approve it. The editorial 
believes this is the first time that the highest 
authorities cf the orgarized Bar have recognized 
that C.P.A.s are members of a sister profession 
with standards comparable to those of the legal 
profession. It is also the first recognition that 
C.P.A.s are entitled to some participation in all 
phases of tax practice. 


Depreciation for Income Tax in Canada 
Explaining tne adoption of diminishing balance 
depreciation in Canada, Mr Edward H. Robertson, 
c.p.A., tells of the success of the accounting 
profession in securing arnendment of the original 
provisions, by which companies would have been 
virtually compelled to adopt in their accounts the 
same depreciation method as is now required for 
income-tax purposes. The Canadian taxpayer is 
now allowed to manipulate his depreciation 
deduction from year to year to minimize his rates 
of tax. Thus he may make no claim in a year of loss, 
or only enough to reduce profits to the $10,000 
margin below which the rate of tax is 15 per cent, 
as compared with 38 per cent above this point. 
The position is contrasted with the U.S. require- 
ment that full depreciation provision-must be 
made each year for income-tax purposes. 


The New York Certified Fublic Accountant, 
New York, Merch 


C.P.A.’s Services to Business 


Reviewing the services now given to business by 
C.P.A.s, Mr Stephen Chan, c.p.a., lists (1) 
business advice, (2) tax advice, (3) system revision 
to give the utmost in effic-ency in particular cir- 
cumstances, (4) advice as to insurance coverage, 
(el monthly adit and report to smaller firms, 
© where there mey be closer relationship between 
accountant and client, with full personal discus- 
sion of the report. 


The Accotcntant’s Function in Credit 
Granting 

Messrs Kermit J. Berylson, c.p.a., and Joseph S. 
Herbert, c.p.a., examine the accountant’s role as 
business counsellor and his function of linking his 
client with the resources of the credit and finan- 
cial world. It is urged that the accountant must 
co-operate closely with credit men, giving inform- 
ation as a basis for making the credit decision but 
in no sense himself acting as a credit man. 
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The Accounting Review, 
Menasha, Wisconsin, April 


Cost Accounting and Cost Book-keeping 


Professor Herbert F. Taggart, of the University 
of Michigan, makes a plea that, though this may 
be considered heresy, cost records need not always 
be tied in with the general accounts and that 
estimates, approximations and round numbers 
would often serve the cost accountant’s purpose. 
He argues that the cost records themselves are of 
little use to management and that 


‘probably accountants have indulged the public too 
long with statements whose perfect arithmetical 
balance has created a false sense of reliability and 
accuracy’. 


A method of reporting along ‘new and untried 
lines’ will be necessary 


‘to avoid letcing the entanglements of cost book- 
keeping interfere with the realities of cost reporting 
and interpretation’. 


He suggests that by the year 2,000, we may be 
giving a statement of economic condition instead 
of a balance skeet. 


Reserves and Retained Income 


A committee of the American Accounting Associa- 
tion (comprising university teachers of accounting) 
now publishes Supplementary Statement Number 
I recommending complete elimination of the term 
‘reserve’ from published financial statements. All 
appropriations of retained income should, if 
displayed on the balance sheet, be included in the 
proprietary section and summarized in one total 
(unless formally capitalized), but should prefer- 
ably appear, only as a footnote. It is argued that 
the use of ‘reserve’ for proprietary equity is quite 
contrary to the normal dictionary meaning of 
‘funds kept on Land to meet demands’ (Webster). 
Regarding the North American practice of includ- 
ing hire purchase contracts on the balance sheet 
in two items Ir: accounts receivable (instalment 
sales), Dr., and (2) unrealized gross profit on in- 
stalment sales, Cr., it is recommended that 


‘when cbligations have been performed and related 
costs can be objectively measured, revenues should 
not be deferred on published financial statements 
even though it is permissible for income-tax’. 


There wes no material disagreement within the, 


committee though some of its recommendations 
differ materially from established practice. The 
whole is evidence of the strong trend towards 
disclosure and statement clarification. Further 
statements are urider consideration. 


Lathe 


Së Mr James 
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The Canadian Chartered Accountant, 
Toronto, April + 
The Canadian Institute of Chartered 
Accountants ; 

This is the title now officially given by Act to the 
former Dominion Association of Chartered 
Accountants. Under its new title the D.A.C.A. 
will hold its golden jubilee in 1952. 


Income Tax Teaching in Canada 


The comparative neglect of the study of income- 
tax in commerce courses at Canadian universities 
is discussed by Professor K. F. Byrd of McGill 


University. He traces it partly to the haphazard’ 


growth of the original Act in thirty-one years 
until, in 1948, a completely new Act eliminated 
most of the matters formerly left vaguely to 
ministerial discretion. The field is now open to 
thoughtful study. 


The Unbalanced Sheet 
R. ‘Neff, GA, attacks the typical 
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modern balance sheet for its unbalanced condi- 


tion. He urges that management cannot work on 


the basis simply that total assets less total lia- 
bilities represent owners’ equity, for it needs 
particulars as to money available to be spent, 
money set aside for special purposes, money 
spent and locked up in buildings and plant and 
recoverable only by depreciation methods or sale, 
etc. His solution is the division of the balance 
sheet into self-balancing funds, e.g. current funds 
(assets and liabilities), specific purpose funds, 
depreciable expenditure funds containing the ` 
fixed assets other than land, and a land fund. Mr 
Neff’s is a campaign to lift the ‘poor balance 
sheet’ from the subservient position into which it 
has tended to fall in’ recent years as ‘simply a 
listing of residual balances after the profit and 
loss movement has taken place’. He sets out to be 
provocative and he succeeds. Any such challenge 
to traditional accounting is to be welcomed as a 
means of analysing its efficiency in giving guid- 
ance to management in its controf of company 
finances. 


WEEKLY NOTES 


Double Taxation 


Double taxation agreements under Section 51 of the 
Finance (No. 2) Act, 1945, continue to be made. The 
drafts of three new agreements have recently been 
published; with Norway, Jersey, and Guernsey. 
respectively. In the case of Norway, the agreement is 
almost identical with that made with Denmark 
(S.I. 1950, No. 1,195), slight differences being due 
to Norway’s different tax structure. The agreement 
with Norway is to come into force as from 1950-51, 
as against 1949-50 for Denmark. 

The agreements with Jersey and Guernsey (which 
includes any island where Guernsey income-tax is in 
force) are to commence as from 1951~52. They cover 
British sur-tax as from 1950-51. The two agreements 
are almost identical. A person or company resident in 
one territory but not in the other will not be taxed by 
that other territory on the profits of an enterprise 
there unless it is carried on through a permanent 


` establishment, and even then not if it consists of 


shipping or air transport. If the profits are taxed by 
the country of residence on the remittance basis only, 
only the amount remitted will qualify for this 
exemption. The mere purchase of goods in one 
country will not attract tax there. On the other hand, 
there is provision to counteract the manipulation by 
one enterprise of the profit made by another enterprise 
in the same control. An individual resident in one 


country end not the other, who performs services in 


that other territory, is not taxed on the remuneration 
there, provided he is not there for more than six 


months, performs the services on behalf of a resident 

of his country of residence, and pays tax on the 

remuneration to his country of residence. This 

exemption does not apply however to entertainers, 

such as actors, musicians and athletes. Government 

salaries and pensions are taxable only by the country 
paying them, unless the recipient is ordinarily resident 
in the other country, other than for the purposes of 
his employment, or is employed in connexion with a 

trading or profit-earning enterprise. 

As regards doubly-taxed income, the country of 
residence will allow a credit for the tax paid to the 
other country. This does not apply however to 
dividends or debenzure interest paid by companies 
although United Kingdom unilateral relief will 
continue to apply to these. 


The Royal Commission 
If the integration of income-tax with social security 
which has been proposed to the Royal Commission 
on the Taxation of Profits and Income is not accepted 
by it, the Commission will be asked to consider a less 
drastic simplification consisting of theamalgamation of 
the employer’s and the employee’s share of the national 
insurance contributions now paid, the aggregate 
amount being paid by the former and claimed as a 
business expense. The suggestion envisages the 
abandonment of separate cards for each individual 
employee together with all the stamping which such 
cards involve. Of course, if the suggestion were 
adopted by the Government, there would be an in- 
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crease in net wages unless the employers were allowed 
to adjust these. The suggestion is contained in a 
memorandum submitted to the Commission by 
Mr M. G. Spriggs, MA, A.C.A., Chief of the Taxation 
Section, Vickers Ltd, who gave evidence to the 
Millard Tucker Committze on the Taxation of Profit. 
The memorandum consists mainly of a succinct and 
forceful argument in favour of reforms on the general 
lines set out in our report of the Commission's first 
meeting, the suggestion outlined above being an 
alternative. 


Valves Productivity Report 


The team representing the steel, iron and non-ferrous 
valve industry which went to the United States last 
year under the auspices of the Anglo-American 
Council on Productivity was impressed by the close 
personal contact which exists between senior manage- 
_ ment and employees in the United States. It instances, 
in its report just published,! the president of one 
company employing 450 workmen who toured his 
whole factory three times a day and made a point of 
speaking to a number of different operatives each 
time. The team found that the American employee 
works no harder than does his British counterpart, 
but he works more consistently in that there is a 
minimum of lost time, a readiness to take advantage 
of every labour-saving device and an eagerness to 
operate more than one machine at a time. 

Three of the more important recommendations 
made by the team were: study the advantage of 
specialization, standardization and simplification; 
foster the technical education of promising young 
staff to the greatest possible extent; and organize the 
duties of senior management so as to enable it to 
maintain close personal contact with its men. 
1QObtainable price 3s 6d post free, from the British Valve 
Manufacturers’ Asscciation, 32 Victoria Street, London, 


SW: and the Angic-American Council on Productivity, 21 
Tothill Street, London, SWr. 





Higher Commercial Bill Rates 


One further upward adjustment in the structure of 
interest rates was made last week. Three months’ 
fine dank bills have been adjusted from 11/16ths to’ 
1 per cent. Corresponding changes have been made 
in other commercial bill rates. 

It is not certain whether the initiative for this 
change came from the bank directly or followed from 
the recent increase in the turnover of bills in the 
market. It could be argued that the recent adjustment 
made by the banks in their charge for accommodation 
might have made them apprehensive about the amount 
of bill business which might be lost to them as a 
consequence. Whatever the explanation may be there 
is little doubt that now it has been achieved the change 
will be generally we:comed by the City — less so, of 
course, by those who eve to pay more to have their 
bills discounted. 

It would also appear that the change has had an 
official blessing. The authorities are not directly 
concerned with the price of accommodation in the bill 





July 14th, 1951 


market unless there is an immediate reaction on the 
rate for Treasury bills, but they had been informed 
about this change before it took place. So far as 
Treasury bills are concerned, there is no change made 
in the rate of three. months bills and no change, it 
appears, is expected by the bill market. 


Gold and Dollar Reserve Position 


Some falling off in the sterling area’s external . 


osition, and especially this country’s trade results, 
P P y ry 


was expected far the second quarter of this year. The . 


question whica most people were waiting to have 
answered was whether the deterioration would be 
large enough to reduce the size of the sterling area’s 
gold and dollar reserves. The second quarter’s 


figures were published last week and they show that : 


although there was, as expected, a less favourable 
outcome for tne sterling area’s trade with the rest of 
the world in the second quarter than in the first, there 


was no net drain on its foreign exchange resources. 


There was in fact a slight gain. 

During the quarter the sterling area earned a 
surplus of 354 million which together with certain 
credits still accruing from the period when this 
country was receiving Marshall Aid gave a total 
surplus of $12¢ million. Total gold and dollar 
reserves were therefore raised to $3,867 million. The 
steady expansion in reserves since the third quarter 
of 1949 was thus continued — but at a noticeably 
slower rate since the end of March. 

The Chancellor of the Exchequer attributed much 
of the slowing down to a seasonal decline in the 
export earnings of the sterling area as a whole. This 
means in effect a decline in the expansion of the 
earnings from comrnodities. It is therefore probably 
true that the figures were already beginning to feel 
the effects of the large fall in the price of certain 
key international commodities in which the sterling 
area has a major export interest. Heavy falls, for 
instance, have been recorded in rubber, tin and wool. 

The Chancellor had not a great deal to say on how 
far the position for the sterling area as a whole masked 
a rather worse situation in this country’s balance of 
payments. He was content to point out that much of 
the worsened position so far as this country was 
concerned was due to the heavy burden of a larger 
import bill. 

Transport in 1950 


The 1950 operations of the British Transport Com- 
mission were published on Wednesday. It is possible 
to summarize little more than the figures from the 
446-page document in the space available. The net 
deficit for the year was {14 million and this result, 
together with those for the two previous years, is 
set out in the following table. 

The report has a gcod deal to say about the dis- 
advantageous position of the Commission at a time 
of rising prices. The elaborate procedure for securing 


‘a rise in rates and charges makes it well-nigh 


impossible for the Commission to equate its revenue 
with costs. Several times of late, says the report, 


y- 


i Redemption and special f 


nn i 
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(Millions of £s) 





Year to December 31st 


Principal carrying activi- 
ties: 
Gross receipts 
Working expenses 


Net traffic receipts 
Other principal activities: 
Net receipts .. S 
Other income 


Working surplus .. 


Interest, administration, 
etc, 


Net deficit .. 
* After deducting £2,400,000 of pre-acquisition profits. 


the transport systems have been in a position to 
balance incomings and outgoings thanks to higher 
charges, but this has been quickly made impossible 
by a further increase in costs. 

The accumulated deficit to the end of last year 
was £39°6 million which means that the Commission 
has still no opportunity of increasing depreciation 
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reserves to cover replacement costs much less the 
financing of expansion out of accumulated resources. 
The reserves of liquid assets are again lower on the 
year. 

Uncertain Wool Prices 


Wool prices have put up a remarkable performance 
in the course of the last few months. Between July 
1950 and March 1951 the price of Merinos 64’s, 
to take a typical example from the high quality wools, 
advanced from 151d a lb. to 314d. When the June 
buying season ended, they were back to 169d. Such 
swings are unprecedented even in this industry 
which saw some notable price variations at the end ` 
of the First World War. 

The fact of such large movements is in itself a 
disturbing factor in the market. But there is the 
added uncertainty at the moment that few people 
are prepared to say that the swing downwards which 
has taken place in recent weeks is now at an end and 
that the return of prices to somewhere near where 
they were when the upsurge began in the early days 
of the Korean war heralds a period of comparatively 
stable prices. 

It could well be that 2 comparatively small fall- 
off in the purchase of raw wool by the United States, 
if sustained over a period cf weeks, might send prices 
further down. 


= REVIEWS 


Insurance of Profits 
(Fifth Edition) _ 
by A. G. Macken 
(Sir Isaac Pitman & Sons Ltd, London. 16s net) 


The demand for profits insurance cover has largely 
increased — particularly during and since the Second 
World War -owing to the difficulties that have to be 
faced in the replacement of property, including build- 
ings, machinery and other plant, which emphasize the 
likelihood of loss of business profits following the 
occurrence of fire. As a result of this, the services of 
accountants are in demand much more frequently 
than before to give guidance and advice on the various 
points which arise during the arrangement or revision 
of the insurances. 

The reissue of Mr Macken’s book, first published 
in 1926, is therefore most welcome. It is regarded as 
the authoritative text-book on this somewhat compli- 
cated subject and, in fact, it has been adopted by the 
Chartered Insurance Institute as their handbook on 
profits insurance. 

This, the fifth edition, contains details of the latest 
policy wordings, and comments on items which are 
likely to require special consideration, e.g. — to name 
only a few of the points discussed — the insurance of 
wages, the arrangement of the cover on a departmen- 
tal basis where appropriate, and the inclusion of a 
clause allowing a rebate of premium where the earn- 
ings, as certified by the insured’s auditors at the end 


of the financial year, are shown to be less than the 
amount of the cover. 


The Law and Practice of Meetings 
(Third Edition) 
by Frank Shackleton, F.C.I.S. 

(Sweet & Maxwell Ltd, London. 35s net) 
Here in less than 400 pages is surely everything that 
is to be said about the law and practice of meetings — 
their constitution and validity and the procedure to 
be adopted. The various kinds of company meetings — 
shareholders, directors, and winding-up — are con- 
sidered as are those of ckartered and statutory com- 
panies and of local authorities both in and out of 
London. Much interesting information is given about 
the functions of the police and the rights of the Press 
at meetings. Excerpts from relevant statutes are con- 
tained in appendices and there are tables of cases and 
statutes as well as a comprehensive index. 

This, the third edition, has been brought up. to 
date by the inclusion of the provisions of the Com- 
panies Act, 1948, and the Companies (Winding-up) 
Rules, 1949. The section on defamatory statements 
has been remodelled with the assistance of Mr Ian 
Fife, Barrister-at-Law. 

‘Chairmen and secretaries, and indeed all whose 
business it is to attend meetings, should derive much 
benefit and, perchance, inspiration from reading this 
most lucid guide. ` 
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The Conditions of Economic Progress 

(Second Edition) 
by Colin Clark, M.A. 
(Macmillan & Co Ltd, London. vos net) 
This is a revised edition of a book first issued in 
1g40; it has been completely rewritten, and incor- 
porates much more extensive and up-to-date informa- 
tion. Following on the lines laid down by Marshall 
and Pigou, it represents a most comprehensive study 
of the national income and productivity in terms of 
real output per man-hour of very many countries 
over a considerable period of time. Comparisons 
are made possible by <eferring all data to ‘inter- 
national units’, each of which represents the amount 
‘of commodities the dollar would purchase on average 
over 1925-34. The use of this unit enables income 
and productivity not merely for different countries 
at diferent times, but also for the different sectors 
of cach economy (i.e. agriculture, manufacturing and 
the ‘service’ industries) to be validly compared one 
with another. The influence of the supply and dis- 
tribution of labour and the accumulation of capital 
on the size of the national income are also developed 
at length. 

Although the impact of total war upon the civil 
population and the post-war deterioration of Britain’s 
economic position have both stimulated great interest 
in economic matters, the ordinary reader may find 
this book toa advanced. 

Hut it will remain the authoritative text-book on 
the subject o7 the nationel dividend. 


Cost Accounting and Analysis 
by Carl Thomas Devine, Ph.D., C.P.A.. 
(Macmillan & Co Ltd, London. 37s 6d net) 

This is an excellent American text-book, clearly and 
attractively written. It covers the whole theory and 
practice of cost accounting and even in the first 
section — which is mainly descriptive of the tradi- 
tional methods of cost Cetermination ~it leads up 
to the practical use of cost data for control purposes, 
fully elaborated later. In the second section, which 
deals mainly with cost control, considerable promin- 
ence is given to standarc cost techniques, Charter 
Harrison’s remarks on the shortcomings of ‘historical’ 
costs being quoted with approval. This is, of course, 
in line with most American cost literature. The same 
section includes chapters on the relationship of cost 
accounting tc various works and other functions, and 
also one on the design of systems. i 

The third section, developing the full theoretical 
implications of standard costs, deals with such more 
advanced matters as profit planning, break-even 
charts and flexible budgets. It also contains a chapter 
of considerable interest cn the nature of cost-a 


subject rarely mentioned in accounting text-books.- 


A final chapter deals with uniform costing. 

At the beginning of the Sook there is a good sum- 
mary of each chapter’s contents; the index is adequate, 
and the format is particularly attractive. 
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The Substance of Economics 
(Thirteenth Edition) 
` by H. A. Silverman 
(Sir Isaac Pitman & Sons Ltd, London. 18s net) 
The publication of the thirteenth edition of this text- 
book emphasizes the fact that it is one of the best 


introductions to economics available in this country.. 


Although like all elementary text-books it presum- 
ably suffers from the danger of over-simplification, 
its lucidity and presentation generally make it 
especially useful to the student. The general reader 
who, mainly as a result of the war and its aftermath, 
is much moz interested in economic matters than 
ever before, will also find that it meets his needs. 
The section on economic changes, covering the 
developments in the national economy during the 
last thirty years, and particularly during the war 
period and subsequently, is especially valuable. The 
problems of z mixed economy, of post-war rehabilita- 
tion, and of other features of the middle of the 
twertieth certury, are well brought out. | 


The instances and statistics quoted are up to date ` 


(information from the Economic Survey of 1950 is 


included), and as in previous editions, there is-a - 


comprehensive bibliography. 


Lewin on Trusts 
_ (Fifteenth Edition) 
by R. Cozens-Hardy Horne, Barrister-at-Law 
(Sweet & Maxwell Ltd, London. Ze 5s net) 
This is without doubt the leading and most compre- 
hensive text-book on this vast and confusing subject. 


. The table of decided cases alone covers nearly 150 


pages, the text filling more than 800. The Trustee Act of 
1925, as well asother closely relevant Acts, isset out with 
cross-references to the text. The layout is clear, and 
footnotes have deen kept within reasonable bounds. A 
chapter is devoted to the question of the trustee’s per- 
sonal liability to estate duty in respect of trust funds. 
Without criticizing this great achievement, we 
would like to see in the section on implied trusts 4 


discussion of the effect: of partnership articles and ` 


other agreements which purport to confer benefits on 

persons other than the parties. The extent to which 

trusts are created in these cases is a little obscure. The 

statement on sage 111 that void accumulations of 

income on realty go to the ‘heir-at-law’ is a little 

out of date. 
SHORTER NOTICE 


DIFFERENTIAL RATING, by R. Horsley, a.1.M.T.a., 
F. N. Padgham, A.1.M.T.A., A.S.A.A., and H. R. Page, 
M.A.(ADMIN.), £.1.M.T.A. (The Institute of Municipal 
Treasurers and Accountants, London. 1s net.) The 
authors of this 32-page booklet present a brief yet 
erudite examiration of this ‘comparatively simple 
subject’. There is a survey of its application in the 
past,.and in view of the changes in the Exchequer 


Grant System end the transfer of valuation functions 


to the Inland Revenue, its present position in the 
system of local rating is inspected. 


ss 


ie 
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{ 
ith no increase in the volume of business stock 


markets remain steady. Any major change in market 
conditions now seems improbable before the autumn. 


: Jenson & Nicholson 

We might almost call the annual publication of 
m- Jenson & Nicholson Ltd a treatise on paint. On the 
left of the page opening is the descriptive matter 
setting out the company’s objectives, its equipment, 


\ythe distribution system, etc., and on the right side 


KN 


“is a series of photos showing paint production, - 


testing and application. It is an extremely well 
done and interesting booklet. The accounts them- 
selves are well set out and include under the heading 
‘Statement showing how the capital is employed’, 
the assets and liabilities under main headings as 
well as the balance sheet in more usual form.. This 
position at a glance is a useful adjunct to the normal 
accounts. . 
A particular point this year is the transfer of 
ee 058 to preference dividend equalization re- 
serve, because the latest increase in profits tax has 
increased the amount required for one year’s divi- 
dend on the three lines of preference capital. 


` The chairman points out that assuming the 


~ present rate of dividend on: the ordinary capital is 
maintained, the increase in the tax from 30 to 50 per 
cent will increase the tax payable by the company 
in respect of the current year by approximately 
£17,000. The additional payment is equivalent to a 
distribution of about 9 per cent on the ordinary 
`> shares. He emphasizes that the charge falls ultimately 
on the ordinary shareholders even though a part of 


E St is in respect of a distribution on the preference 


capital, which in this company totals £453,231 before 


> the £183,000 in ordinary. 


k- 


Columbia Gas 
We are indebted to one of our readers for a sight of 


` the accounts of the Columbia Gas System Inc., the 


American gas supply undertaking which, wholesale 
or retail, serves an area, extending from the borders 
of -the State of New York across Pennsylvania, 
Maryland, Ohio, West Virginia and Kentucky. The 
gas system is explained in a map and in the report 


. on the year’s werk and its results. We found this 


description, i in fact, the most interesting part of the 
company’s publication. 

In America they have a substantial supply of gas 
from natural sources which for this company means 


the Appalachian area. Geologists and engineers have . 


eveloped maps of the underground rock strata 
Showing the gas-yielding sands and when one of 
these areas has yielded part or all of the original gas, 
held there for millions of years, the structure can, 


~ in many instances, be converted to a storage reser- 


voir. ‘Compressors force gas underground at high 
pressure and the wells are joined into the transmission 
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system in the winter when the demand is greatest. 
At November st last, 128 billion cubic feet of gas 
was thus stored. All the facts of supplies and opera- 
tions given in the report — this year for the first time 
in question and answer form -— are further set out 
in graphs and diagrams. 

The accounts, particularly the results of opera- 
tions, are in a form which makes for easy reading 
and understanding. Here, for exemple, is one of the 
expense items: ‘For payrolls and benefits (charge- 
able to operations) to emplcyees totalling 10,045 at 
the close of 1950~the increase is due mainly to 
higher pay rates since relatively few additional 
employees are needéd to handle our increasing 
volume of business.’ 


New Treatment 


A new treatment for depreciation has been used in 
the 1950 accounts of the Eury Felt Manufacturing 
Co Ltd. The first point is that fixed assets — freehold 
and leasehold mill premises, . reservoirs, plant, 
machinery, equipment and vehicles, etc. — stand in 
the balance sheet at a written-down value of £109,785. 
A note to the item explains that these assets were 
valued in 1947 as a going concern at a total of 
£429,460. f , 

It is now stated by the chairman, Lieut.-Col. A. 
Buckley, that in a recent valuation for insurance 
purposes, the valuers arrived at a present-day de- 
preciated value of the buildings, plant, machinery, 
etc., at over £800,000 and a replacement value in 
excess of {1 million. Some portion of the increase 
on the 1947 valuation, he points out, is accounted 
for by the present inflated costs of replacing plant ` 
and machinery. 

In view of the large disparity between these 
valuations and the figure of £109,785 at which fixed 
assets appear in the balance sheet, the {£20,000 
charged in profit and loss account for depreciation 
and development has been carried to a new reserve 
account in the balance sheet instead of being deducted 
from the assets figure. This practice will be con- 
tinued in future. : 

Cricket Accounts 
This week’s reprint — the accounts of the Yorkshire 
County Cricket Club — provide something in the way 
of a change from the usual company accounts. We 
have here an insight into the finances of county 
cricket, and from this angle alone, the accounts will 
probably prove interesting to many readers. The ` 
main purpose, however, is to provide accounts for 
accountants who we may leave to browse as they will. 


Money Market 
Treasury bill applications totalled £324,140,000 on 
July 6th. The market received 70 per cent of require- 
ments.with the average rate ros 3-19d per cent. There 
is no Treasury deposit receipt call. 
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Gate Receipts, Including Entertainment Tax 


We v. Lancashire pi a 

v, Essex D sé ve 

~ v. Surrey... Lë ex 
v. West Indies D ee 


L 


Leeds 
Yorkshire v. Sussex 


ae on DÉI 


v. Nattinghamshire és 
‘a z 
a i £ 
v. Middlesex.. ». £2,668 
(L. Hutton’s 

Benefit) 

Pluvius Insurance 
Slam .. sis 60 
v. Northamptonshire T 


ae ` 


Yorkshire v, West Indies AN va 
England v. The Rest .. "ex ei 


Yorkshtre v. Derbyshire 


ae oe 


v. kampshire 


oe on 


v, Warwickshire .. oe 


ull Vi 
We Yorkshire v. Gloucestershire .. bee 


~ Scarborough 


Yorkshire v, Kent we ER oe 
Huddersfield 

Yorkshire v. Somerset . oe 
Harrogate 


Yorkshire v, Lelcestershira .. ee 


Lord’s 
te _ Yorkshire vHEE, .. oe oe 
Oxford 
Yorkshire v. Oxford University oo 
Cambridge 


Yorkshire v. Cambridge University .. 
Edinburgh 
Yorkshire v. Scotland ..° 0... Se 


rnsley 
orkshire Sacond e, Nottinghamshire Second 


iddlesbrough 
Yorkshire Second y. Stafordshire .. 
York 


Yorkshire Second v. Cheshire Sg 
Thirsk j 
~ _ Yorkshire Second v. Northumberland 
Bingle: 


Y 
Yorkshire Second y, Lincolnshire .. 


Carried forward 


£é s 
3,347 II 


8 19 
10 


d 
6 
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11,885 0 0 
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6. 
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December Ist, 1950 


EXPENDITURE 
Matek Expenses, showing Entertainment Tax 
£é sd É 
Sheffield 
Yorkshire v. Lancashire , « 1795 I 4 
Entertainment Tax .. .. 258 B 9 
2,033 
Yorkshire v. Essex as .. 748 «14-11 
Entertalnment Tax .. 33 «1 8 zi 
8 2 
Yorkshire v. Surrey .. .. 1,385 48 II 
Entertainment Tax .. . 163 5 6 
: 1,549 
Yorkshire v. West Indies .. 1,498°5 3 
Entertainment Tax .. .. 43412 3 ` 
Share to West Indies . 2,237 0 9 
4,289 
Leeds 
Yorkshire y. Sussex. 790 18 o 
Entertainment Tax .. 30 10 li = 
Yorkshire v. Nottinghamshire.. 698 6 6 
Entertainment Tax .. Sé 6t i8 l 
960 
Yorkshire v. Middlesex ^ 
- (L. Hutton’s Benefit) .. 1,468 10 4 
Entertalnment Tax .. +. 228 19 7 
` Balance to Benefit Fund .- 1031 9 8 
Insurance of Gate .. e 31211 0 
3,041 
Yorkshire v. Northamptonshire 1,138 0 3 
Entertalnment Tax .. + - 127 9 8 
1,265 
Bradford ` 
Yorkshire v. West Indies .. 652 210 
Entertainment Tax .. . 1613 8 
Share to West Indles 461 15 0 
1,230 
England v. The Rest .. sa 799 3 3 
Entertainment Tax .. » (W314 2 
Balance to Board of Control 868 15 0 Cam 
Yorkshire y. Derbyshire æ 912 5 5 
Entertainment Tax .. « 4415 3 
— SW 1,057 
Yorkshire v. Hampshire . 97-0 3 
Entertainment Tax .. . 39.13 7 ss 
Yorkshire v. Warwickshire .. 919 DU, 
Entertainment Tax .. . 10719 4 
1,027 
Hull 
Yorkshire v. Gloucestershire .. on , 1,012 
Entertalnment Tax .. eap Ta EN 
Scarborough 
~ Yorkshire v. Kent Se sih pout: . 799 
“Entertainment Tax we) we wee CW 
Huddersfi eld 
Yorkshire v. Somerset os DÉI , 648 
Entertainment Tax .. es . 17 
Harrogate 
Yorkshire y. LelcestershIre .. ate 470 
Entertainment Tax .. DÉI 42 
Cardiff 
Yorkshire v. Glamorgan ae oe DÉI 
Worcester 


Yorkshire v. Worcestershire .. DÉI 
Lord’s 

Yorkshire v. M.C.C. .. ae DÉI 
Oxford 

Yorkshire yv. Oxford University oe 
Cambridge 

Yorkshire v. Cambridge University 
Edinburgh 

Yorkshire v. Scotland .. oe DÉI 


Barnsley 


Yorkshire Second y. Nottinghamshire Second 


Middlesbrough 
Yorkshire Second y. Staffordshire .. 
York 
Yorkshire Second v. Cheshire .. 
Yorkshire Second y. Northumberland 
Bingley 
- Yorkshire Second v. Lincolnshire =... 


Carried forward 


268 
320 
286 
326 
257 


sd £ sd 
10 1 
16 7 
4 5 
18 3 
8.654 9 4 
8 ii 
4 7 
10 7 
911 
6,088 14 0 
H 6 
12 4 
0 8 
13 10 
12 3 
6,113 10 7 
16 6 
18 0 
1,088 14 6 
16 7 
19 0 
917 15 7 
8 8 
3 7 
666 2 3 
6 
19 H 
513 6 3 
24i 10 o 
254 10 0 
265 10 0 
268 10 0 
261: 10 0 
237 10 0 
25,571 12 6 
{1 7 
16 6 
ip 8 
8 a 
i9 3 
1460 15 925,571 I2 6 
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bi .YORKSHIRE COUNTY CRICKET CLUB 
Revenue Account for the Season [950~ continued 


H 





Income 
December 3tst, 1950 
s d Z s d 
Brought forward .. }77 0 028,311 1 7 
Scarborough 
Yorkshire Second v. Durham T . 83 00 
Hull 
Yorkshire Second y. Lancashire Second «- 23212 6 
592 12 6 
28,903 14 I 
Board of Contro! 
Share of Profit on West Indizs Test Matches, - 
1950 A 1,474 7 11 
Share of Profit on Test Trial Match at Bradford 270 0 6 
Sundry Receipzs ~ Test Trial Diaen eo 1416 6 
Subscriptions, 1950 ae 16,398 7 6 
Arrears, 1949 63 10 6 
Donations on oe 15 15 
16,477 13 0 
Members’ Reserved Seats Si 
Headingley Ground, Leeds .. Sg 225 0 2 
Park Avenue Ground, Bradford ee 16! 7 2 
386 7 4 
Interest on Lozns and Dividends: 
HE Funding Loan, 1960-1990 Ss 200 
ii War Lean .. S 7 210 0 0 
D Savings Bonds, 1955-1965" J 33.00 
Savings Bonds, 1960-1970 S 23 0 0 
3% Savings Bonds, 1965-1975 ID) Boo 
Zo, Treasury Stock ` va Sé SN 34 7 6 
3% Defence 3onds oe es 7 ` t5 0 0 
23% Defenze Bonds in eg ate 37 10 0 
British Transport 3% * Guaranteed Stock, . 
1978-1983 82 i0 0 
Brioni Kee 34% Gua-anteed Stock, GE 
e Ss? Stock, 1956-1961 WW vie 143 3 
Austraila 3% Stock, 1964-1966 ha d 1610 0 
Australia 3% Stock, 1965-1968 Se SS 2415 0 
Glasgow Corporation Se EE 75 12 6 
Harrogate Corporation es oe 68 15 0 
Leeds C.F. & A. Co Led 
6 per cent Preference Shares £32 6 a 
Ordinary Shares ait e 419 0 
37 5 c 
79 0 0 
‘Other Intérest: 
Deposit Account ee ee 146 0 6 
Provincial Bul. ding Soclety oe 48 6 8 
York County Savings Bank .. 34 7 6 
Post Office Savings Bank ae “a 35 19 8 
Interest on Tax Reserve Certifizate — os 13 12 0 F 
148 6 4 
Sundry Receipts .. a a Se GN 312 18 5 
Income Tax Reclaim, 1949-50 .. DÉI DÉI 532 2 0 
£49,269 6 | 





Expenditure s 
December 31st, 1950 
E sd £ s d 
$ Brought forward -- 1,460 15 925,571 12 6 
Scarborough 
Yorkshire Second v. Durham £378 9 TI 
Entertainment Tax .. aa 452 
KR 382 15 | 
Hull 
Yorkshire Second y, Lancashire Second — 38717 9 
2,231 8 7 
on 
27,803 1 1 
Deferred Repairs to County Grounds: 
Ameunt expended during the year .. 4,020 12 10 
Provision for further expenditure .. .. 5,806 [0 10 G 
. 9,827 3 By’ 
Test Trial Match at Bradford: d 
Rent of Ground paid co Bradford [on Ss 150 0 0 
Practices and Coaching .. 837 14 3 
W nter Pay CH de R 1,544 10 o 
Cost-of-living Bonuses SC wen E .. 1,764 0 0 
Tabent Marks 240 0 0 t 
Ground Disbursements, ‘Rent of Ground for 
Practices etc... 201 10 e 
Caps, Blazers and Sweaters 5 89 eil gl 
Grants to Old Players and Others 553 12 5 
Donations co County Cricket Beneficiaries 70.0 0 
Donation to Cricketers’ Fund Friendly Soclety 55 o 
Annuity payable to Georga H 
Hirst E , £55 0 0 7 
Less Income received from % 
£2,500 3 per cent Savings - 
Bonds ae U Wg Se 4150 
13 15 o 
Wages of non-selected Playerz .. 333 0 0 ae 
Young Flayers’ Ground Wages .. 236 If 3 a 
i — 569| pr 
d 5,886 5 4 
Printing Members’ Tickets, Year 
Books and General oe -- 2,266 211 3 
Less Receipts .. ka — 77B 0 
1,518 9 |l he 
Postages DÉI DÉI D 423 2 8 
Sundry WEE of Meetings S 209 2 9 
2,150 15 4 
Office Rent, Rates, Telephones and Sundries .. 400 16 10 
Seerstary’s Salary and Office oat Salaries and 
Andit Fees Sé oo ,, 1,806 10 0 
2,207 6 10 
Insurances: 
Players’ Accident Insurance .. 10 5 0 
Workmen’s Compensation Insurance ` 10 18 6 
National Health Insurance See 95 16 4 
e e? as 216 19 10 
‘orparation SS ve dés: 57 +. 
Income Tax a SS sis SE 159 10 de 
212 18° ag 
! 
Bank Charges on 64415 2 m 
Balarce, being surplus for the year oe ae 750 3 3 
£49,269 6 i 





‘CORRESPONDENCE 


Letters must be authenticated by the name and address cf the voriter, not necessarily for publication. 
The Editor dces not necessarily agree with, or hold himself responsible for, the opinions expressed. 


is possible, we manage to achieve this without any _ 


Speed in Production of Monthly Accounts 


Sm, — I have read with interest the letter from Mr 
Robert Low2 in your issue of June 3oth, regarding 
speed in the production of monthly accounts. As it 
appears that this letter is something in the way of a 
challenge, I thought you might be interested to know 
that our monthly accounts are made up from the 
last day in the month and have to be ready, without 
fail, by the roth of the following month. This is 
regardless of the incidence of week-ends and bank 
holidays, so consequently at certain times of the year 
we have to be completed by the 8th of each month. 
By careful planning and staggering of work as far as 


grea: strain and do not have to resort to estimation, 
except for very minor amounts. 
We have 1,200 employees. 
_Yours faithfully, 
Ealing, Ws. C. D. JACKSON, A.C.A. 


D 


Commission Agents z p 


Sir, — Advice is sought as to the treatment of Sep 
ling expenses in the case of a client selling shoes on 


w 


commission only, no expenses being allowed by the-~ 


firms concerned. The charge for motor and hotel 
expenses has been queried by the Inspector, who 
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seeks to disallow the sum of ep for every full day away 
. from home as a reasonable amount for maintenance. 
—€ould any rezder who has dealt with a case of this 
nature advise as to whether this is the general prac- 
tice? D e., 13s 6d, bed and breakfast, 5s disallowed). 
Yours sea 
A 


A Theory of Profit is Unnecessary 


~ Sir, ~ I see from Mr S. R. Brown’s article ‘Australa- 
sian Commentary — D in your issue of June 23rd last, 

~ that orthodox profits are being questioned ‘down 
Mnder’, where Mr J. M. Greenwood refers to the 
‘short-comings of accountants. He points out that 
they have not built up a theory of profit and have no 
complete philosophical system of thought about 
income; he appears to be of the opinion that for a 

-~ true definition of the latter, accountants must rely 
upon economists. 

I would like our Australian friends to be reassured, 
through the hospitality of your columns, that orthodox 
profits have by no means been abandoned: here, that 

many of us do not feel any need for a theory of profit, 

d believe that philosophy has no place in the 

undane affair of the calculation of income. 

So far as accountants are concerned, the whole 
controversy would disappear if money were aban- 
_ doned, and while it is retained, profit is ultimately as 
` definite as the remaining items of national income, 
namely wages, interest and rent. It is in fact the 
difference between the sum of these and the money 
value given to the pzoduct by the community. This 
value is fixed as the goods cross the counter for 
consumption and is as definite as the total of wages, 
interest and rent. The difference between two quite 
definite amounzs cannot itself be in doubt, hence 

rthodox profits are unambiguous, and do not need 
ne support of any theory or philosophical system of 
~thought. 

This is the ultimate position and to arrive at 
interim prefits, all that is necessary is to see that we 
do not charge against sales to date, outlay on that 
part of the product not yet sold. This we achieve by 
orthodox accounting methods. 

It has always been understood that profit depends 
upon the value placed upon wealth, but what seems 
to have been lost sight of in recent years is that this 
value is in the end quite fixed and definite, being the 

„selling price of the product, for in one way or another, 
all wealth produced is sold to consumers, including 
capital equipment, and its value is fixed as it, in 
effect, crosses the counter. 

It is quite impossible for our economist friends to 
alter this, and if accountants at their suggestion, and 
tg conform te a theory of profits, or some philoso- 
Phical system, abandon orthodox methods, all that 
happens is that a value is given to the product -nat 
yet sold, namely equipment and stock, which is 

~ different from the money outlay which produced it. 

Since all things are sold in the end, this alteration 
is necessarily of a temporary nature and in carrying 
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it out, accountants put themselves into the position 
of making decisions for the business man as to the 
saving or spending .of orthodox profits, decisions 
which he should make for himself. They lay them- 
selves open to the charge of interfering between 
sections of the community as to the current division 
of the national cake and hence in due course they will 
find themselves in the political arena where they are 
likely. to lose their hard-won reputation for truth, 
fairness, impartiality and accuracy. 

I hope that my fellow accountants in Australia, or 
wherever they may be, will not be misled by the idea 
that they can better serve the community if they 
abandon orthodox methods, for the ultimate truth 


. of orthodox profits is not in doubt, and truth will 


always prevail. 
Yours faithfully, 
H. A. BRISCOE. 
King’s Norton, Birmingham. 


Clothing Allowances 
SIR — As a country practitioner, I have recently 
been approached by various general medical prac- 
titioners with whose affairs I deal, concerning allow- 
ances to them for excessive consumption and wear 
and tear of what are now very expensive clothes. 

I have been told by them that their colleagues in 
some areas obtain allowances up to {£60 per annum 
to cover the extra cost due to damage during 
attendance on patients. 

I would very much appreciate comments by other 
rural practitioners. 

Yours faithfully, 
i SINBAD SECUNDUS. - 


Goodwill and Taxation 

Sır, — May I make a slight addition to my article on 
‘Goodwill and taxation’ which appeared in your 
issue of June 23rd, 1951? In relation to estate duty on 
a partner’s death before retirement (page 610), I 
stressed the undesirability of his interest terminating 
on his death where he was related to his successor.’ 
I said: 

“The agreement can, of course, provide for the 

termination of the senior partner’s interest on his 

retirement, but it is doubtful whether such a 

provision "would avoid duty if in fact he died 

suddenly without having retired.’ ; 
T ought to have added a warning that a provision for 
termination on retirement or death in the alternative 
would be deemed to be for termination on death 
(Finance Act, 1940, Section 58 (6)). 


Yours faithfully, 
London, WC2. PETER WHITWORTH. 


Theatre and Cinema Managers: Salaries 
Sir, — I have to refer to the letter which appeared in. 
your issue dated June 3oth last under the pseudonym 
‘Hamlet’ in relation to cinema managerial rates of 
salaries. 

The minimum rates of salaries and conditions of 
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employment afforded all grades of cinema manage- 
ment are governed by a national agreement between 
the Cinemetograph Exhibitors’ Association of Great 
Britain and Ireland end ourselves dated December 
29th, 1946, and subsequently amended with effect 
from February 12th, r951. 

There are ten grades of salaries ranging from £6 to 
£17 per week, the gradings being related to the 
money-holding capacities of the respective cinemas 
and their average weekly net takings during the 
previous twelve montks. 

Emoluments additional to salary are payable to 
managers undertaking the responsibility of booking 
films, operating children’s club matinées and spon- 
soring trace shows. 

It may interest your correspondent to know that 
we are currently négotiating with our employers in 
an effort to secure a ‘cost-of-living’ bonus for all 
managerial grades. 

Should your correspondent desire further infor- 
mation, this will readily be made available on appli- 
cation to this organization. 

Yours faithfully, 
SAMUEL BUTCHART 
General Secretary 
THE SOCIETY OF CINEMA MANAGERS 
OF GREAT BRITAIN AND IRELAND 


London, W9. (AMALGAMATED) 


Valuation of Shares 


Sir, — I should be glad to receive the views of your 
readers as io the method to be adopted in valuing 
the shares cf a private limited company on the super- 
profits basis. 

The particular difficulties I have in mind are: 

(1) After having arrived at the average profits over 
a specified number of past years and deducting 
therefrom reasonable directors’ remuneration, 

_ should any sum be further deducted in respect 

_ of prafits tax and if so, at what rate, whether 
at 10 Der cent or the 50 per cent rate. 

(2) In arriving at the average profits, upon what 
basis should depreciation be computed, whether 
on the book value, the original cost price or the 
present replacement value. This point is par- 
ticularly important when valuing the shares of 
a privete limited company which is a controlled 
company for estat duty purposes because in 
the assets valuation, the market value of the 
fixed assets has to be taken into account. 

Perhaps also some of your readers may be able to 

indicate the attitude taken by the Estate Duty Office 

in connexior. with these two particular points. 

Yours faithfully, 
STUDENT. 
Pay during Sickness 

Sir, — A company with which I am associated has 

hitherto paid for indefinite periods the salaries of 

those members of its staff who were on sick leave. 

Now, however, it is desired to make a definite 

arrangement that pay during sickness will only con- 
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tinue for a fixed number of weeks in any one year. To 
counter the likely fault of staff members seeking to 
take withcut real cause their full quota of paid sicke 
leave it is proposed to pay each year, to the staff 
members, a bonus based directly on their individual 
uaused portions of paid sick leave. 

Quite frankly I cannot make up my mind about 
such an arrangement and I shall be glad to have the 
views of your readers, particularly of any who have 
been able to examine a similar scheme in practice. 

Yours faithfully, 
INCOR. 
Pension Schemes s 
Sm, — Perhaps I might make a few comments on the 
pcint raised in ‘Underdone’s’ letter published in 


_ your issue of June 3oth. 


If an employer is considering the alternative of a 
private fund or an endowment assurance scheme he 
will normaly call for estimates of cost from a con- 
suting actuary and an insurance company respec- 
tively. The company’s estimates will be higher 
because: 


(1) An er.dowment assurance scheme provides lif@ 
assurance benefit which is not included in-a 

_ private fund. 

(2) An endowment assurance scheme carries a 
guarar:tee of premiums and the insurance com- 
pany normally leaves a margin in the rates for ` 
contingencies. On the other hand, the guarantee 
means that their estimate of cost will correspond 
with the real cost, except as regards changes in 
salaries or in the number of members etc. Under 
a private fund the real cost depends on the actual 
rates əf interest, mortality, etc., which are 
experienced during the operation of the fund, and 
it may differ considerably from the estimated 
cost. If the actuary has been over-optimistic the 
real cost will be higher than the estimated cost 
and conversely. i 

(2) The ccnsulting actuary reduces his estimate of 
contributions ‘in anticipation ` of the money 
expected to accrue to the fund in respect of 
future withdrawals. The insurance company 
makes no assumptions regarding this very 
variable factor. Under an endowment assurance 
scheme, however, the real cost will be less than 
the estimated cost by the amount of the surrender 
values which will be paid by the insurance 
compary in respect of employees who withdraw 
from the service. 

(4) There are at present some tax anomalies between: 
insured schemes and private funds which are 
adverse to the insured schemes. These anomalies 
are under consideration and there is some sug- 
gestion that the tax position may be adjusted. 

In fairness to assurance companies I should add. 

that the cost under without profit endowmegt 

assurance schemes is never ‘fantastic’. Too many of 

these schemes have already been adopted by hard- 

headed businzss men for there to be any possibility 

that the insurance companies are profiteering. ` 
Yours faithfully, 


Edinburgh. A. E. BROMFIELD, M.A., F.F.A. 
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Death Duties 
Sir, — I am interested in a private director-controlled 


_acompany (engazed in a cranch of the motor trade), the 


profits cf which have been consistently good until 
now, and have almost entirely been ploughed back to 
finance the expansion cf the business. The result is 
that the balance sheet now shows large undistributed 
profits, as no ordinary dividend has been declared for 
several years end the market value of the ordinary 
‘shares is considerably in excess of their nominal 
value. 

The problem with which the company is faced is 

ot a new one in these days of high taxation and death 
duties, and it :s, in this instance, with the latter that 
the crux of the matter lies. 

The managing director holds the controlling 
interest in the company, and upon his death, the duty 
_. payable on his estate would be considerable, unless 
some method can be evolved to remedy the 
position. 

Could any reader suggest any method to alleviate 
the all-too-apparent difficulties that will ultimately 
ensue, assuming that it is impracticable to convert the 


Le into a public company? Various ideas have 


Ee 


n put forward, but none has, as yet, proved 
workabie, anc I would appreciate suggestions from 
any reader who has already had experience of a 


similar positicn. Yours faithfully, 
H. 


‘Conscience’ Money paid in Error 


Sir, — Have any of your readers, an experience of 
endeavouring to recover ‘conscience’ money paid on 
account of income-tax by a trader who had made no 
returns and prepared no accounts? 

On preparation of eccounts it is apparent that 
Ven ignorance. the amount paid would exceed 
e liability, and, it is hoped, any possible penalties. 

Can anyone quote a precedent for set-off of such 
amounts paid under a nom de plume, or is there any 
possibility of recovery from the Revenue? 

Yours faithfully, 
SHELDON. 


Purchase Tax: Stock Problem 


Sir, — In reply to “Dands’, whose letter was pub- 
lished in your issue dated June 30th last, the valua- 
_ tion of a stock of a high-class boot and shoe dealer 
7 is very similar to the valuation of any fashion stock. 
If the goods are ‘dated’ they should be marked down 
to a realizable price. It is nonsense to say that the 
market price is really more than its cost price — the 
market price is the price at which the specific goods 
sell in the open market at that time which, if the 
goods remain on the shelves beyond, say, two 
seasons, may be negligible. 

The normal methoc of valuing such stock is to 


~ date the stock to seasons or stocktakings, i.e. if we 


take 1947 (and before) purchases as A, 1948 at B, 
1949 as C, end 1950 as D, we are able to segregate 
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the stock into seasons and we then depreciate C stock 


be ro per cent off the cost price, B stock by 25 per 


cent, and A stock by 334 per cent or 50 per cent 
before entering the stock into the books. 

In the following year the seasons move one forward, 
C stock becomes less 25 per cent and so on. 

This method is accepted by the Inland Revenue 
and is normal among fashion houses; the amount of 
depreciation may vary but the figures given are not 
too drastic. 

The secret of success in a fashion house is adequate 
stock-turn; the old stock must be cleared or the 
business will ultimately perish. 

Yours faithfully, 


Sheffield. S- BLEASDALE. 


Integral Book-keeping: A Problem 


Sir, — In answer to your correspondent, Mr Clothier, 
(July 7th), who has apparently reached an impasse 
with his cost office on the question of relative merits 
of various columns in the day-book. 

Surely the method of original entry is quite im- 
material so long as the correct charge is debited to 
‘maintenance account’. The amount so debited must 
obviously be the net amount of the contractor’s 
invoice plus the cost of materials from stock. In this 
case the method advocated by the cost office will give 
the correct result, whereas it seems that of the accounts 
department will show an inflated charge for mainten- 
ance because, in effect, the materials withdrawn from 
stores will be charged via the stock summaries to 
‘maintenance’, and the full amount of the contractor’s 
charge also debited to maintenance. 

If my interpretation is wrong and the correct 
entry will be made to maintenance account by 
either method, then the cos: office still have my vote 
over the ‘hair-splitting’ because the mere fact 
of these materials having been used for maintenance 
does not alter the fact that they were originally 
purchased, the purchases, therefore, should be the 
gross amount. 

On Mr Clothier’s method of reasoning it would 
seem that, if materials have been purchased and then 
all been used in ‘production’ or ‘maintenance’, then 
there have, in effect, been no purchases of such 
material — the full amounts having disappeared in the 
‘netting’ process. 

Admittedly, the gross amounts of such purchases 
are not necessary from the point of view of the profit 
and loss account, but they may be needed for a host 
of other statistical and analytical purposes, e.g. 
inventory turnover, percentage of non-productive to 
productive purchases, etc. 

I have used the term ‘air-splitting’ in my letter 
because, under the system outlined, the day-book is 
quite obviously unnecessary in any case. However, I 
will not enlarge on that point as it is rather outside 
the scope of the question. 

: Yours faithfully, 


Brighton, 6. CL METCALFE. 
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SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council, held on 
Wednesday, July 4th, 1951, at the Hall of the Institute, 
Moorgate Place, London, EC2, there were present: 

Mr C. W. Boyce, c.£.£., President, in the chair, Mr T. B. 
Robson, M.B.E., Vice-President, Messrs H. Garton Ash, v.B.z., 
M.C., W. L. Barrows, Sir Harold Barton, Messrs T. Hamilton 
Baynes, B- H. Binder, T. Fleming Birch, J. Blakey, P. F. Carpen- 
ter, W. S. Carrington, S. W. Cornwell, A. S. H. Dicker, M.B.E., 
P. F. Granger, D. V. House, H. Crewdson Howard, Sir Harold 
Howitt, Sir Russell Kettle, Messrs W. H. Lawson, C.B.E., 
P. Morgen Jones, C. U. P2at, m.c., P. M. Rees, M.C., L. W. Robson, 
G. F. Saunders, B. Smellpeice, E. E. Spicer, C. M. Strachan, 
0.3.£., E. D. Taylor, T. A. Lacy Thompson, D.S.0., M.C., G. L. C. 
Touche, E. G. Turner, M.C., A. D. Walker, Sir Nicholas Water- 
house, K.B.£., Mr H. B.'T Wilde, with the Secretary and Assistant 


Secretaries. ` 
Readmission 


One application for readmission to membership was 
acceded to. 


Reduction in Period of Service under Articles 
One application under bye-law 61 for a reduction in the 
period of service under articles was acceded to. 

Three applications under bye-law 63 (c) for a reduction 
in the period of service under articles were acceded to. 


Exemption from the Preliminary Examination 
One application under bye-law 79 for exemption from the 
Preliminary examination was acceded to. 

One application uncer bye-law 63 (a) for exemption 
from the Preliminary examination was acceded to and two 
applications were not acceded to. ; 


Exemption from the Intermediate Examination 
One application: under bye-law 85 (b) for exemption from 
the Intermediate examination was acceded to and one 
application was not acceded to. 


London and District Society of Chartered 
` Accountants 
The following were appointed as representatives of the 
Council oa the Committee of the London and District 
Society of Chartered Accountants for the ensuing vear: 
Messrs. S. H. Gillett, L. W. Robson, G. L. C.. Touche. 


Appointments while serving under Articles 
An application under bye-law 57 from an articled clerk for 
permission to accept, during service under articles, a 
partnership in a family business was acceded to, provided 
that the time involved does not exceed eight hours per 
month. : 

An application under bye-law 57 from an articled clerk 
for permission to become, during service under articles, a 
director of two private limited companies was acceded to, 
provided that the time involved does not exceed twelye 
hours per menth. 


American Institute of Accountants. 
The Secretary was authorized to accept the invitation of 
the American Institute of Accountants to attend their 
sixty-fourtk annual meeting, which will be held at Chalfonte- 
Haddon Hall, Atlantic City, New Jersey, from October 
Eth to roth, 1951. ; 


Certificates of Practice etc. 
It was resolved: 
(1) That certificates of practice be issued to the following 
twenty-four zssociates who have commenced to practise: 


Earlow, Derrick; 1951, A.C.A.; (D. Barlow & Co), 28 Brendon 
Road, Nev Eltham, London, SEg. S 


Bradley, John Howard; r950, A.C.A.; (Glass & Edwards), 
3 Stanley Street, Liverpool, r. 

Bunker, Harry Lewis Langley; 1950, A.C.A.; (*Andrews, 
Hutton, Roberts & Co), Oxford House, 67 Lower Union Street,.. 

ristol, 1. 

Burman, Richard; 1¢39, A CA: (Roberts, Hall & Co), 109 
Colmore Row, Birmingham, 3. 

Duffeld, Hubert Philip; 1937, A.C.A.; (Arthur Haslam & Co), 
Kingscourt, Bridge Street, Walsall. DE 

Finlay, Philip; 1951, A CA: 68 Leyton High Road, London, 


SCH 

Gray, John Campbell Austin; 1950, A.C.A.; (Noel, Shackell & 
Gray), Midland Bank Chambers, 97-100 Bute Street, Cardiff, 
and at Brecon, Merthyr Tydfil and Mountain Ash. 

Gregg, Frank; 1951, A.C.A.; 34 Devonshire Road, Davenport 
Park, Stockport, Cheshire. : 

Grosse, John Marshall, LL.M.; 1950, A.C.A.; (John Watson, 
Sons & Wheatcroft), and (Frank Coward & Co), Norfolk 
Chambers, 9 Norfolx Row, Sheffield, 1, and (J. P. Sharman & 
Son), 93 Queen Street, Sheffield, 1; also at Retford, (John 
Watson, Sons & Wheatcroft). 

Hall, Michael, M.M.; r921, A.C.A.; Cornhill, Ilminster, Somerset. 

Hooper, Peter Thomas Jones; 1951, A.C.A.; 35 King’s Road, 

` Mumbles, Swansea. E 7 

Johnston, Charles Gardon, T.D., B.A., 1946, A.C.A; (erg 
Chatteris & Co), 1 Throgmorton Street, London, EC2. SC 

Jordan, Peter George; 1950, A.C.A.; 30 Montgomery Road, 
Sheffield, 7. 

Manwaring, Ronald Hedley; r950, A.C.A.; 164 West Street, 
Dunstable. _ ; 

Morgan, David Faulkner; 1938, A.C.A.; 36 Queen Street, Ton 
Pentre, Rhondda, Glamorgan. SH 

Prusinann, Frederick Leslie; 1926, A.C.A.; (Carter, Chaloner 
& Kearns), Royal Mail House, 76 Cross Street, Manchester, 2. 

Rowley, Robert Austen; 1951, A.C.A; (John Rowley & Co), 
20 Friar Lane, Leicester. ` 

Rutherford, John Thomas; 1951, A.C.A.; 133 Culver Grove, 
Stanmore, Middlesex. 

Scoggins, John Scott; 1948, A.C.A. (Trussler, Bellamy & 
Scoggins), 28 Sea Road, Bexhill-on-Sea, 

Staton, Sidney Worrall; 1922, A.C.A.; (John Watson, Sons & 
Wheatcroft), and (Frank Coward & Co), Norfolk Chambers, 
9 Norfolk Row, Sheffield, 1, and (J. P. Sharman & SS 


a 


93 Queen Street, Sheffield, r; also at Retford, (John Watsoff, ` 
Sons & Wheatcroft), ; 
Taylor, John Francis; 1931, A.C.A.; (Kemp, Chatteris & Co), . 
1 Throgmorton Street, London, EC2. 
Vaz, Jack Jacob Nunes; 1949, A.C.A.; 13 Kingsley Court, 
St Paul's Avenue, London, NW2. 
West, Neville Ernest, m.a.; 1951, A.C.A.; (West, Barrett & Co), 
41 Beach Road, Littlehampton, Sussex. s 
Wood, Frederick George; 1951, A.C.A.; 67 Rosemary Avenue, 
Hounslow West, Middlesex. 
(2) That twelve associates be elected to fellowship under 
clause 6 of the supplemental Charter (bye-law 31). 
(3) That one associate be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (bye-law 31). 
A list of those who complete their fellowship or member- 
ship before July 17th will appear in The Accountant on | 
July 21st. 5 


Articled Clerks; Deferment of National Service 


The Ministry of Labour and National Service has made a 
change in the regulations regarding deferment of national 
service. The regulations affected are items (b) and (e) at 
page 35 of the Institute booklet ‘General Information and. 
Syllabus of Examinazions’. These two items are now 
replaced by the following regulation: : Se 
‘A man may be granted deferment to remain in full-time 
attendance at school or similar educational establishment if 
he wishes to sit or re-sit an external examination. A student so 
deferred may be allowed to complete the school year in which ~: 





* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. : 
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he sits the examination but such deferment can in no case 
RK extend beyond the end of the school year in which he became 
19 3 
which shculd be read in conjunction with the remainder 
of the regulations. 


ae Registration of Articles 
The Secretary reported that 49 articles of clerkship were 
registered during the month of June as compared with 
75 in the previous June. 


“* Institute of Chartered Accountants of Scotland 
The Secretary reported the receipt of a letter by the 
President from Mr R. G. Simpson, President of The 

arate of Chartered Accountants of Scotland, advising 
the completion of the formalities for the amalgamation of 
the three Scottish Chartered Accountancy bodies. The reply 
sent to Mr Simpson by the President was approved. 


Chairmen and Vice-Chairmen of Committees 


The Secretary reported the appointment of the following 
=- Chairmen and Vice-Chairmen of Committees: 


; Committee Chairman Vice-Chairman 
Applications J. Blakey G. Adam 
District Societies P. Morgan-Jones E. D. Taylor 
Finance A. S, H. Dicker E. G. Turner 
General Purposes H. Garton Ash S D. Shepherd 
Investigation J. Ke? W. H. Lawson 


. Walker SE Carpenter 


ST ` A.D 


: vn Thomas Smith Sanders, A.C.A., 
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Parliamentary and Law ` Sir H. G. Howitt {W A Caringin 


Resignation | 


The Secretary reported the resignation of: 
Mr Stanley Pembridge, a.c.a., New York. 


Deaths of Members 


The Council received with regret the Secretary’s report of 
the deaths of the following members: 
Mr William Cooper Burkinshaw, F.c.a., Hull. 
» Thomas Farey Chater, F.c.a., Kettering. 
s» John Edgar Childs, a.c.a., Ealing. 
» Clifford Walter Cronin, F.C.A, London. 
s Herbert Henry Eastwood, A.C.A., Manchester. 
»» Terence Eustace Nierses, A.C.A., "London. 
‘Oldham. 
» Fred George Smith, A.C.A., London. 
» Vivian John Tucker, A.C.A., Rochester. 
», Alfred Wilson, A.C.A., London. 
», Joe Preston Wood, DC Burnley. 


Mr H. W. Chancellor and Mr G. Sutherland Smith 


Mr H. W. Chancellor and Mr G. Sutherland Smith, both 
Vice-Presidents of the Council of The Institute of Chartered 
Accountants of Australia, who are on a visit to this country, 
were received by the Council at the conclusion of its formal 
business. The President extended to them a hearty welcome, 
to which Mr Chancellor and Mr Sutherland Smith suitably 
replied. i 


NOTES AND NOTICES 


Royal Corn mission on the Taxation of 
` Profits and Income 


The Royal Commission on the Taxation of Profits 
and Income will hold a public meeting on Wednes- 
day, July 18th, to hear further oral evidence on the 
question whether it would be advantageous to link 
income-tax with social security-payments and contri- 
butions. The meeting will be held at rr Carlton 
House ‘Terrace, and will commence at 10.30 a.m. 


The Institute of Chartered Accountants 
in England and Wales 
APPEAL COMMITTEE 
Finding and Decision of the Appeal Committee of 
the Council of the Institute appointed pursuant to 
Bye-law 108 of the bye-laws appended to the 
Supplemental Royal Charter of December 21:t, 
1948, at a hearing held on Fune sth, 1951. 
The Appeal Committee heard an appeal against the 
finding and decision of the Disciplinary Committee of 
the Council upon the following formal complaints 
preferred by the Investigation Committee of the 
Council to the Disciplinary Committee: 
That Arthur Harry Greenwood, F.C.A. 


(a) was at Bow Street Police Court, London, on 

LH July 7th, 1950, convicted for defaults in filing 
returns under Section 342 of the Companies 

Act 1948 as liquidator of a limited company (in 

~ voluntary liquidation) and furthermore was at 
the Magistrates Court, Kingston-on-Thames, 

Surrey, on November ist, 1950, convicted for 


failure to comply with Section 299 of the Com- . 


panies’ Act 1948, as liquidator of the same 
company; 

(b) had been guilty of a default discreditable toa 

member of the Institute within the meaning of 
_ Section,21, subsection (3) of the Royal Charter, 
— in that; (i) having undertaken, by letter. dated 
April and, 1950, addressed to the Secretary of 
the Institute to take definite and prompt steps 
to put in order all outstanding matters relating 
to. the liquidation of tke company, he failed to 
implement such undertaking; and (ii) having 
further undertaken by letter dated December 3rd, 
1950, addressed to the Secretary of the Institute 
to take immediate steps to put all matters in 
order relating to the said liquidation, he failed 
to implement such undertaking; and (iii) he 
failed to reply to a letter addressed to him on the 
said matter -by the Secretary of the Institute, 
dated: January 4th, 1951, 

so to render himself liable to exclusion or suspen- 

sion from membership of the Institute. 

Having considered the record of the evidence given 
before and documents produced to the Disciplinary 
Committee and having heard further evidence given 
on behalf of the appellant, the Appeal Committee 
affirmed the finding of the Disciplinary Committee 
that the formal complaints against Mr Arthur Harry 
Greenwood had been proved, and the Appeal Com- 
mittee ordered that Mr Arthur Harry Greenwood 
of Bank Chambers, 4 Market Place, Kingston-on- 
Thames, be suspended for a period of six months 
(such period to run from the 4th day of April 1951) 
from membership of the Institute. 
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Gallant Service in Korea 
Among awards approved by the King in recognition 
of gallant and distinguished service in Korea, is 
that of the Military Cross to Second Lieutenant 
J. B. Venner, yth Queen’s Own Hussars, son of 
Mr J. F. Venner, C.M.G., F.c.a., partner in the firm 
of Edward Moore & Sons, Chartered Accountants, 
of London. Lieutenant Venner is an articled clerk 
with the firm. 
Personal 

Messrs Hopeson, Morris & Co, Chartered Accoun- 
tants of Liverpool, announce that they have admitted 
to partnership Mr EDWARD LAURENCE ASHTON, B.A., 
A.C.A., a8 from July rst, 1951. 

Messrs HEATHCOTE & COLEMAN, Chartered Accoun- 
tants, of 25 Benners Hill and 39 Temple Row, 
Birmingham, 2, announce that they have taken into 
partnership, as from July 1st, 1951, Mr FRANK 
Winpsor Sims, A.C.A, and Mr LEONARD Harry 
CLEAVER, A.C.A. Mr Ems has been on their staff for 
the past two years and was previously with the 
Burmah Oil Co Ltd, toth in Burma and in India. Mr 
CLEAVER joins them from Messrs CHANCE BROTHERS 
LIMITED, of Smethwick, where he has acted as 
secretary and chief accountant for a number of years. 
The title of the firm remains unchanged. 

Mr Kerru V. C. RIDLEY, F.c.a., and Mr PETER G. 
HESLop, F.C.A., announce that they have amalgamated 
their firm of Messrs Marreco, RIDLEY & HesLop 


with that of Mr HENRYT SAINER, A.C.A., as from June 


rst, 1951. The new firm will be known as RIDLEY, 


- HESLOP & SAINER. 


Mr S5. GraHaM ROWLANDSON, M.B.E., J.P., F.C.A., 
of 446 Salisbury House, London Wall, Londoï, 
EC2, announces that he has taken into partnership 
Mr HERBERT DesMOND BLAKELEY LAUGHLIN, A.C.A., 
who has been associated with him for some years. The 
style of the firm, Messrs 5. GRAHAM ROWLANDSON & 
Co, will remain unchanged. ` i 

Messrs Burron MILLER, Crane & Co, Account- 
ants and Auditors, anncunce that they have removed 
their offices from 141 Fenchurch Street, EC3, to 
Elun House, 17 Surrey Street, Strand, WC2. 

Messrs Barton, MarHew & Co announce that 
Mr A. B. N. McLaren, C.A., has retired from their 
Continental firm (as from July 1st) in order to take up 
a commercial post in Oporto. The practice in Por- 
tugal will be continued by the remaining partners Mr 
E. R. C. Ross, Sea, Mr Ian S. LESLIE, CA, and 
Mr Gorvon WHITE, A.C.A, Wing-Commander 
T. P. E. CAMPBELL, A.S.A.A., who has been on the 
staff of the Continental firm for several years, has been 
appointed manager of the Oporto office. 

Mr Norman Wann, A.S.A.A., announces that as 
from July 1st, 1951, he is being joined in partnership 
by Mr F. W. HOLLINGSWORTH, A.C.A., and that the 
firm will practise under the title of Norman Waup & 
HOLLINGSWORTH at Britannic Assurance Buildings, 
20 Blake Street, York. Mr HOLLINGSWORTH is a York 
man and served throughout the last war in the Army, 
at home and in India, Burma and Malaya. 
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Messrs Stoy, Hayward & Co, Chartered Account- 
ants, of 22 Upper Grosvenor Street, London, Wr, 
and of 5 Giltspur Street, London, EC", announce 
that Mr KENNETH A. JONES, A.C.A., A.C.1.8., Mr CYRIL 
Mrs, A.C.A, and Mr Epwarp L. LANGTON, 
A.C.A, who have been associated. with the firm 
for a number of years, have been admitted into 
partnership as from July rst, 1951. The name of 
the firm remains unchanged. 

Messrs WALL & TANFIELD, Chartered Accountants, 
of 118 Colmore Row, Birmingham, 3, and 196 
Wolverhampton Street, Dudley, announce that they 
have taken into partnership Mr Grorce Wm son, c.a% 
The name of the firm will continue unchanged. 

Messrs Jonn CG Benson & Sons, Chartered 
Accountants, 27 Grey Street, Newcastle upon Tyne, 
I, announce the retirement of Mr JoHN BENSON, 
F.C.A., on June 3oth, 1951. 

The amalgamation as from June 3oth, 1951, of the 
firms of Messrs WINTER, ROBINSON & SISSON, 
Chartered Accountents, 16 Market Street, Newcastle 
upon Tyne, 1, and Messrs Joun G. Benson & Sons, 
Chartered Accountants, 27 Grey Street, Newcastle 
upon Tyne, 1, is announced. The combined practices, 
will be carried on under the firm name of Messrs- 
WINTER, ROBINSON, Sisson & Benson at both 
adc.dresses. 

Obituary 
CHARLES Epwarp WAKELING, J.P., F.S.A.A. 


We have learned with regret of the death of Mr 
Charles Edward Wakeling, J.P., F.S.a.A., senior partner 
in the firm of Charles Wakeling & Co, Incorporated 
Accountants, of Pomeroy House, Basinghall Street, 
London. 

Mr Wakeling qualified as an incorporated account- 
ant in 1926 and commenced in practice in the City of" 
London in May 1931. He was a Justice of the Peace; 
at Hove and chairman and managing director of the 
Brighton and Hove Stadium Ltd, and chairman of 
the Brighton and Hove Albion Football Club. He 
toox a very keen interest in sporting events in 
Brighton where he was well known for his charitable ` 
activities. 

In Parliament 
‘Stock DIVIDENDS: NON-RESIDENT TAX 
Mr Moson asked the Chancellor of the Exchequer 
if he will make a statement regarding the remittance 
of sums to enable United Kingdom investors to pay 
the non-resident tax on stock dividends. 

Mr GAITSKELL: Yes, Sir. Residents of the United 
Kingdom who receive stock dividends in respect of 
foreign investments will in future be allowed to remit 
money to meet any taxes payable on the stock divi- 
dends in question so that they can retain the securities; 
without the necessity of selling some of them to cover: 
the tax due. ‘ 

Hansard, July 3rd, 1951. Oral Answers, Col. 2154. 


BANK Pass-Booxs: INCOME-TAX RETURNS 
Mr Dzayson asked the Chancellor of the Exchequer 
on what authority the Inland Revenue Department 
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ook when making an income-tax return. 

Mr Jay: If the hon. member will give me particulars 
of any case which he has in mind I will be glad to have 
inquiries made and to communicate with him in due 
course. 

Hansard, July 3rd, 1931. Written Answers, Col. 200. 
EARNED INCOME 

Mr Denes asked the Chancellor of the Bicieaice if 

he will give the net amount of income left after deduc- 

tion of income-tax ‘applicable to earned income of 

£10,000, £20,000, £30,900, £40,000 and £50,000 for 

Wach of the financial years 1913-14, 1938-39 and 

1950-51. 

Mr Jay: The following table gives the desired 
information in the case of a married man with two 
children. 


C asked individuals’ zo produce their bank pass- 





Net i income after payment of 
income-tax and sur-tax 











_ Income or super-tax 

(all earned) —— — - — 

1913-14 | 1938-39 | 1950-51 
, £ £ £ £ 

~ 10,000 9,242 5,922 3,684 
20, 18,408. 10,009 4,409 
30,000 27:575 13,684 4,659 
40,000 36,742 17,084 4,909 
50,000 Së EE 5.159 


Hansard, 5 uly SCH 1951. Written Answers, Col. 226. 


Building Societies 

A statistical summary? prepared from the annual 
accounts and statements of building societies between 
the years 1940 and 1950 has been issued by the 
Registry of Friendly Societies. ‘The summary shows 
a yearly drop in the number of societies in Great 
Britain, so that last year’s total of 819 societies was 
va fewer than in 1940. 

The borrowers, however, have increased — there 
were 1,507,646 in 1950 compared with 1,442,920 in 
1949. Advances on mortgages last year amounted to 
£270,411,000. Of the 769 permanent societies 
throughout Great Britain there were 43 with assets 
exceeding {5,000,000 at the end of 1950. 
1 Building Societies: Statistical Summary 
H.M.S.0., 4d net. 

The Royal Commission: Photograph 
In our issue of June 3oth last we published a photo- 
graph taken during the public sitting of the Royal 
Commission on the Taxation of Profits and Income 
on Friday, June 22nd, 1951. We regret that in the 


1940-1950, 


caption to the photograph Mr John E. Greenwood, . 


M.A., LL.B., A.C.A., Was wrongly identified as Mr W. J. 
Keswick. 





` 
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The Institute of Cost and Works Accountants 


‘SUMMER SCHOOL, 1951 
The Institute’s second summer school is to be held 
at St Catharine’s College, Cambridge, by courtesy 
of the Master and Fellows, from September 3rd to 
8th. The subjects arid speakers will be: 
` Tuesday, September 4th: ‘Factory Organization’, 
by F. C. Lawrence, M.C., B.SC.(TECH.), F.C.W.A., 
A.M.LE.E., of Paton, Lawrence & Co, Manchester. 

Wednesday, September 5th: ‘Production Control, 
with Emphasis on Materials’, by Bruce A. C. Hills, 
M.B.E., B.SC., AGGL, Comptroller of S. Smith & 
Sons (England) Ltd. 

Thursday, September 6th: ‘Work Measurement’, by 

D. J. Desmond, M.SC., M.1.E.E., Research Fellow in 
Engineering Production, Birraingham University. 
_ Friday, September 7th: ‘Fourth Element: a case 
study of the Overhead-tc-Factory-Load Relation- 
ship’, by E. F. Brown, F.c.w.a., Chief Cost Account- 
ant, Ferranti Ltd. 

Saturday, September 8th: ‘Selection and Training’, 
by J. Munro Fraser, M.A., Controller of Membership 
Services, National Institute of Industrial Psychology. 

As at the previous school, the system of group dis- 
cussion upon the papers is to be adopted, the school 
reassembling later in the day for the presentation of 
group reports to the speaker, who will reply to the 
general discussion. There will be only onesession a day 
(instead of two, as last year), and this will permit a 
longer period for discussion in rooms, as well as 
rather more free time during the afternoons. 

There will be a formal cinner in Hall on the last 
evening (Friday, September 7th), when a number of 
distinguished guests from the University, industry, 
and the profession are expected to be present. 

The list of applications for places at the school is 
still open. The charge, inclusive of accommodation 
from Monday afternoon to Ge afternoon, is 
£8 8s. 


The New Zealand Society of Accountants - 


A complete report of the proceedings at the Sixth 
Convention of the New Zealand Society of Account- 
ants, which was held at Auckland from February 23rd. 
to 28th, 1950, has been issued by the Society. 

The six papers given during the technical sessions, 
and also the discussions on these papers, are reported 
in full. 


Assistant Official Receivers Appointed 


The Board of Trade have made the following appointments: 

Mr Alec Henry Horler to be an Assistant Official Receiver 
for the Bankruptcy District of the County Courts of 
Aylesbury, Brentford, Chelmsford, Edmonton, Hertford, 
St Albans and Southend, with effect from June rst, 1951. 






Telephone: Victoria 2002 (3 lines) 
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_ Mr Harold Clifford Gill to be an Assistant Official 
Receiver for the Bankruptcy District of the County Courts 
of Manchester, Salforc, Ashton-under-Lyne and Staly- 
bridge, Bclton, Oldham, Rochdale and Stockport; for the 
Bankrustcy District of the County Courts of Preston, 
Blackpool, Hlackburn and Burnley; and also for the Bank- 
ruptcy District of the County Courts of Hanley and Stoke- 
on-Trent, Crewe and Nantwich, Macclesfield, Stafford, 
Shrewsbury and Newtown, with effect from June 4th, 1951. 

Mr WC Gei Whitehead to be Assistant Official Receiver in 
the Bank-tptcy (High Court) Department, with effect from 
June 11th, 1951. ; 

Mr Walker William Jordan to be an Assistant Official 
Receiver for the Bankruptcy District of the County Courts 
of Birmingham, Walsall, West Bromwich, Wolverhampton, 
Worcester, Coventry, Warwick, Hereford and Leominster; 
also for the Bankruptcy District of the County Courts at 
Dudley, Kidderminster and Stourbridge, with effect from 
June rrth, t951. 

Mr Cyr] Charles Ferris Hannaford to be.an Assistant 
Official Receiver for the Bankruptcy District of the County 
Courts of Manchester, Salford, Ashton-under-Lyne and 
Stalybridge, Bolton, Oldham, Rochdale and Stockport; for 
the Bankruptcy District of the County Courts of Preston, 
Blackpool, Blackburn and Burnley; and also for the Bank- 
ruptcy District of the County Courts of Hanley and Stoke- 
on-Trent, Crewe and Nantwich, Macclesfield, Stafford, 
Shrewsbury and Newtown, with effect from June 18th, 
1951. : 
Australasian Commentary — I 
We are advised by Mr S. R. Brown, LL.B., F.C.A., (AUST.), 
author of the article ent-tled ‘Australasian Commentary — I’ 
in our issue of June 2rd last, that in the first paragraph 
under the sub-heading ‘Break-even Analysis’ (on page 616) 
the word ‘cannot’ appears instezd of ‘must’, The relevant 
phrase should therefore read: 


-it s to be remembered that a sound structure of mana- 
gerial controls must inc! “ude many components in addition to 
reak-even analysis.’ 


Recent Publications 
Tse A B C or tHe Forzicn Excuances, Eleventh Edition, 
by Norman Crump. viii+403 pp. 74X5. 12s 6d net. 
Macmilian & Co Ltd, London. 
THe AccounTinc Mission, by F. Sewell Bray, F.c.a. 
vi+8 9 pp. 9X54. 155 net. Cambridge University Press, 
London 


Chariered Accountants’ Golfing Society 


The annual match for the Wood Cup played against 
the Golfing Society of the Association of Scottish 
Chartered Accountants in London, took place at 
Sunningcale Golf Club on Thursday, June 28th. 
The Scottish Chartered Accountants regained the 


SCOTS G.S. Old New 

Course Course Total 
D. Galloway and A. Inglis —4 sq ~—-4n 
C. G, Gaizdner and J. Robertson —6 sq —6 9% 
J. G. Giréwood and J. Thomson —-3 -3 —6u4. 
T. Dougles and R. M. 3rown —4 —5 —9g wv. 
R. K. Graham and D. W. Ness —7 —3 —-10 v. 
E. F..Milne and D. H. Steven —8 —3 ~Ii wv 
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cup by a difference of five holes and the best six, 
returns which counted for the match were as below: 
Prizes were presented by the two sociéties for 
best returnas on each course and the winners were: 
dd Course: 


J. G. Brown and J. E. Walker x down 
J. R. Beresford and J. B. P. Williamson 1 down 
C. M. Daniel and W. O. Newcomb 1 down 


Messrs Brown and Walker won the first prize on _ 
the best score over the last three holes and Messrs ` 


-Eeresford and Williamson won the second prize. 


New Course: 


H. D. Nicholson and R. G. Pegler 

D. Galloway and A. Inglis All square 

C. G. Gairdner and J. Robertson ` ` All square 

Messrs Galloway and Inglis won the second p:. > 
or: the Eest score over the last nine holes. 


SEVENTY-FIVE YEARS AGO 


From The Accountant op JULY 15TH, 1876 
Extract fram a leading article 
The Social Element 
Why should there not be an accountant’s club in. 
London? All that has been said in favour of literar}y 
and other clubs might with equal justice be said of it. 
Accountanis seldom have the opportunity of meeting 
each other except on purely professional terms, or 
when sore great question requires consideration. It 
would be a great convenience, therefore, to have a 
common resort where minor subjects connected with 
tae profession could be informally discussed. To 
country eccountants a London club would yield 
acvantages that can scarcely be overrated; indeed, it 
is difficulz to see in what respect it would operate 
otherwise than bereficially to the whole profession. 
Those of its members whose age and long profes 
sional career give their influence quite a See 
character, would be able to guide and direct the head- 
strong energy of youth which sometimes outruns 
discretion; and the strength and ability, thus guided, 
might be hoped to elevate the science of accounts to 
a professional status as honourable in the eyes of the 
world as it is indispensable to the well-being of the 
commercial community. 


I up (first ee 





C.A,G.S. Old New 

. Course Course Total 

H. D. Nicholson and R. G. Pegler —3 +1 — 2 

C. M. Deniel and W. O. Newcomb —r —7 — 8 
J. R. Beresford and J. B. P. Williamson —ı —8 — 9- 

B. J. Asbest and A. E. Whitcomb —4 —-6 —10 

R. A. Daniels and L. V. Mills —5 —5 —10 

W. J. Leeming and J. R. Darby —5 —7 —12 
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ESTATE DUTY AND THE 
FAMILY BUSINESS 


S one result of complaints about the effect of high estate 
duty on private businesses, the Board of Inland Revenue 
undertook a statistical investigation into the extent to 

which non-trade assets in fact proved insufficient to pay the duty 
on the death of the owner of the business. The report of this 
investigation has now been published.? It recalls that the Board 
made a similar investigation covering the year 1922 which was 
covered by the report of the CoLwynN Committee on National 
Debt and Taxation, in 1927. 

The present investigation covers estate duty arising in 1948, 
with an adjustment to give effect to the present scale of rates, but 
disregarding the rapid rise since 1948 in all prices, especially of 
trading assets. The report says that of the sample estates exceeding 
£10,000, less than 1 per cent were unable to meet all the duty out 
of non-trade assets, that is, half the proportion of similar estates in 
1922. It admits, however, that £10,000 then would be worth much 
more than now. Assuming it were worth ‘£20,0co, the percentage 
would have doubled instead of having fellen by a half. This is 
perhaps the point to stress the fact, not mentioned by the report, 
that a steeply graduated tax bears with particular severity in times 
of inflation. 

The report is at pains to poini out that only one-fifth of this 
‘less than 1 per cent’ covered manufacturing businesses — presum- 
ably a reply to the memorandum on the subject which was 
submitted by the National Union of Manufacturers. The point 
is made that insufficiency of non-trade assets does not necessarily 
mean the end of the business; that money can be raised by selling 
a minority interest to the public, selling part of the deceased’s 
shares, or obtaining a loan from the company in question. Finally, 
the report asserts that, although a sample investigation may well 
fail to reveal individual hardship, no case has been produced to 
show the actual break-up of a business by estate duty. 

Perhaps the answer to this is that such a dramatic result as a 
break-up is in any case highly unlikely. Toll is exacted on the 
value of goodwill, an asset which the executors would not deliber- 
ately destroy. Disaster is usually averted by timely arrangements 
which often have undesirable concomitants. Much of the trouble 
is psychological; an able business man may feel that since he 
cannot bequeath his entire business to his son, there is little 
point in building it up; sons who see themselves destined to 
remain mere employees because a large share of the business will 
have to be sold, are not encouraged to exact themselves. Such 
cases represent the loss of much productive effort. 


1‘Estate Duty and Family Businesses’ (Cmd. 8295). H.M.S.O. 6d net. ` 









NE of the SE which continually 
confronts accountants, whether in practice 


or in industry, is how to combine speed ` 
with accuracy. Both qualities are esseritial:if out- ` 


put is to be at the same time economic and 


efficient. The: difficulty usually arises in deter- ` 


mining the relative degree of importance ‘of each, 
for the ratio varies according to the type of work 


on hand. For example, the quick production of tlie 


four-weékly or monthly trading accounts of an 


industrial company is vital and to attain this, some ` 


measure cf accuracy, within limits, may have to 


be sacrificed. The annual financial’ accounts, on. 
the other hand, should above all be accurate, even 


if -it-takes a little longer to produce them. 


Our ‘correspondence columns "reent con-’ 
tained a’selection of letters from accountants in” 
industry on the questicn of the time taken to pre- 
pare the monthly trading accounts. In moře than’ 


one ifstancée, mention was: made of the delay 
caused by the slowness om. (he part of suppliers i in 
tendering their invoices. Various improvisations 


are jn use to overcome this difficulty and today ` 


we publish a cautionary letter. from a correspon- 


dent ‘protesting agains: possible dangers of ‘one _ 


method employed, that of recording provisional 
figures’i in the company’s books. His case briéfly 
fe that such unorthodox practice weakens the 


intérnal ‘check against unauthorized payments.’ ` 


` While this theory may appear perfectly reason- 
able’ on paper, it has been found that in actual 
practice’ there is little danger of defalcations, pro- 


vided’ that due care is exercised. The custom of" 


passing the invoices of regular suppliers for pay- 
ment as soon as the purchase department has been 


notified of the receipt cf the goods is common in’ 


America where every etfort is made to secure the 
special discounts offered for prompt settlement. 
If some shortage or defect'is discovered on inspéc- 
tion of the goods, the supplier is notified anda 
credit note obtained even although the goods have 
already been paid for in full. In the case of new 


suppliers, payment may be deferred antil the’ 


goods have been inspected, but for the purpose of 
the monthly trading account, an estimate of the 
total of such purchases is easily obtained. Undue 
delay in aggregating these should be avoided, for 
while they have a bearing on the ratio of the com- 
pany’s liquid resources to its current liabilities, 


RCHASE RECORDS 


they do not affect the trading outcome, thë speedy : 


ascertainment of whichis, itshould beremembered, 
the main object for producing monthly accounts. 
Our correspondent mentions the-fact that in 
the system he describes, no-bought ledger is kept. 
Wherever unpaid items are posted to the nominal 
ledger, some corresponding record of accounts 


outstanding must, of course, be maintained.” In 


many instances, however, the’ form of the record -~ 


‘of personal accounts bas changed, the traditional 


tomé having been ` superseded by something 


“more compact but no. less comprehensive in 
character, Where the accounting system has been 


mechanized, each supplier has a Jedger- card 


‘which is'written up and balanced automatically 
“as each transaction, cash or credit, is recorded 
in the book of original ‘entry, : thus’ eliminating 
much of the toil of posting: and | Proving. asso- _ 
“ciated with the hand-written bought ‘ledger. “ACN. 


variant, for manual system, is the ` voucher 
envelope. There is.one for each ‘supplier: and 
in it are collected his invoices and credit notes; 


‘the details cf which are recorded on, the, outside. 


alóng with cash payments made. This’ method of 


“recording is particularly suitable for a business 
with predominantly the same regular suppliers 
and with accumulations’ of i invoices for monthly 
‘settlements. ` ` 


“Whichever way of keeping supiliees’ Se 


is adopted, the usual internal safeguards against” 
fraud “must always be employed. “A control 
account should be kept.to-prove the arithmetical - 


accuracy of the balances outstanding. Clerical 


work at all stages of the’ transaction should be 


carefully delegated. If possible, the certification 
of invoices, the maintenance of the bought ledger, 
the preparation of payment advices and: the. 
drawing of cheques should. be four distinct 
functions, carried out by separate employees. In 
‘cases where, as outlined above, invoices. are 


passed for payment on receipt of goods but before 


inspection, a list of approved suppliers author- 
ized by the management should be made avail- 


able to the employee who certifies the invoices. 


and also to the employee who prepares the pay- 
ment advices, both of whom should be senior 
members of the staff. If some routine duties have 
to be duplicated, then supervisory control from 
a higher level must be intensified: > > 1, 
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IN WONDERLAND 


be ANGUS MACBEATH, C.A., A. C.W.A. 


(with cckowledgments to Lewis Carroll) 


for the nth time the provisions of the Sixth 

Schedule of the 1949 Finance Act, aad vainly 
endeavouring to prevent myself from nodding 
occasionally, when Alice came into the room. It 
was always a tonic to sée Alice; she was so bright 
and fresh in her own quiet way and‘never-seemed 
to worry about anything. ` 

‘Hullo, Alice, have you come to ask me to En 
for a walk? I would prefer the flowers of spring 
to the straight-line method of wear and tear.’ ` 


I WAS atiae on a hard wooden chair studying 


Wonderland Ltd: Annual General Meeting 
‘Oh, Uncle Mac, it was not just an ordmary walk 
I was going to suggest. I have been invited to 
attend the annual general meeting of Wonderland 
Ltd and to bring a friend. Would ` mon like to 
come with me? `` - 

After.a momentary grimace at the business 
nature of the proposition it occurred to me that 
an annual meeting in Wonderland might have 
some novel features. 

“Thank you, Alice, I should þe SE to 
‘come. When is the meeting? 

‘If we start off now oe shall just be in ‘time.’ 

. So Alice led me down the garden rath to the 
little gate at the bottom and, taking kold of my 
hand, opened the gate’ and led me through. ` 

‘Welcome to Wonderland’ , Said.a deep, re- 
spectful voice. Looking up in surprise I saw the 


Cheshire Cat grinning down at mé and nodding: 


his head; then gradually he faded from the bough 
on which he had rested. 

“This way’, Alice called to me. I followed her 
as she wended her way sure-footedly between 
the trees until we came out on an open space 
where we found a large round.table set in the 


middle of a lawn which lay in front of an ivory. 


castle. Several ` persons, whom I recognized 
immediately, were standing arounc in little 
groups, talking. 

Hardly had we emerged from the t-ees than I 
heard a voice say “Take your seats please, ladies 
and gentlemen, the Queen approaches.’ 

Alice hurried me over to the table and we took 
two of the places. 

‘The Queen! 

' We all stood while the Red Queen took her 
seat, Alice whispered ` tò me that the Queen was 
chairman of the company. 


When we were seated again, a ee of conver- 
sation broke out and I noticed on the table in 
front of me a set of accounts. I picked them up 
and read: ee 

oo WONDERLAND Lip 

_ Accounts, March 31st, 1951. 
I. pondered. these accounts, balance sheet, con- 
solidated balance sheet, consolidated profit. and 
loss account, directors’ report and auditors’ 
report. . 

‘Alice, look. The auditors’ report is signed on 
the day after the accounts are made up. How 
extraordinary.’ 

‘Oh no, not extraordinary. The. audit takes 
only a few hours because no one ever makes a | 
mistake.’ 

‘No one ever . . . impossible!’ 

` Alice gave me a gentle smile as she replied, 
Hiothing i is impossible in Wonderland. ? 


The Meeting Commences 
The Red Queen rose and the conversation 
hushed. “The secretary will read the notice calling 
the meeting, the report of the auditors, and the 
minutes of the last annual meeting.’ 

The March Hare stood up and read so icky 
that I could catch only a word here and there, 
However, everyone seemed satisfied,. and the | 
minutes were approved. 

. ‘Now we. come to the annual accounts and, 
since I never could abide figures, as you. all 
know, I shall call on the chief accountant: to. 
explain the results of the. year to you.’ 

There was some warm clapping as the Jack 
of Hearts stood up, bowed, and began: 
“Your Majesty, ladies ‘and gentlemen. You 
will see from the report of the directors that, tbe 

profits for the year amount to £228,475. . e 

Immediately therẹ was a babel of voices. 
“That’s not the figure in my accounts’; ‘My profit 
is different’; ‘You have more than me: ‘It says 
£318,250 here’; were some of the remarks which 
I "distinguished, and I was surprised to find that 
the accounts which I held myself showed a loss 
of £250 for the year. 

The Jack of Hearts, however, was still sailing: 
‘T can explain all the differences’, he said. “This 
year we have allowed. each of the accountants in 
Wonderland to prepare a set of the accounts in 
his own way and, curiously enough, each set of 
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accounts shows a different figure of profit — in 
fact, one set actually shows a loss for che year.’ 
‘How peculiar’, said the Caterpillar, pausing 
in smoking his hookah, ‘why can one set of 
accounts have so many different profits?’ 


Fixed Assets 
‘The easiest way for me to explain is to take each 
item in the balance sheet in turn’, smiled the 
Jack of Hearts. ‘First we have fixed assets which 


are shown in my accounts as cost, depreciation, - 


net, and the depreciation is calculated on the 
cost prices. Now in your accounts, sir’, and he 
looked at the March Hare, ‘depreciation is 
calculated on the written-down values, while in 
yours’, looking at the Lobster, ‘instead of cost 
price you have the written-down value at July 
ist, 1948, plus additions since at cost, so your 
charge for depreciation is also different from mine. 
Your balance sheet’, now it was Alice’s turn, ‘has 
the fixed assets at a valuation made on July ist, 
1948, plus additions since at cost, so your depre- 
ciation charge is higher than mine. Your account- 
ant, sir’, he looked at me, I thought, somewhat 
sternly, ‘has a bee in his bonnet over the use 
of replacement values, therefore you have the 
fixed assets valued at the approximate current 
cost of replacement and, in consequence, the 
charge for depreciation and replacement is .. . 
well.. . terrific.’ 

(Murmurs of sympathy from the members.) 

The Jack of Hearts passed on and I listened 
rather than watched. ‘In your accounts, depre- 
ciation is charged on the straight-line basis on 
cost, so it is smaller this year than mine. Loose 
tools have been omitted in your balance sheet; 
in mine they are included at a valuation. Good- 


will is being written off by ten equal annual’ 


instalments. So much then for the fixed assets.’ 

At this point the Dormouse was discovered 
to be turning his accounts upside down and over 
end over, and to be making curious muttering 
noises. ‘Oh’, said the Jack of Hearts, hurriedly, 
‘I should have explained that in your balance 
sheet the net value only of the fixed assets is 
shown: the details are given on a separate page.” 
The Dormouse found the proper page and peace 
SE again. 

Stock-in-trade 
x ow the Jack of Hearts came to the stock! 

‘In my accounts the stocks are valued at cost 
or market value, whichever is the lower, while 
in your accounts’, he looked at one of the mem- 
bers, ‘the basis of valuation ts the same but the 
“cost” of finished steck and work in progress is 
arrived at by taking percentages off the selling 
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prices, and the “‘market value” of old stock is a 
different guess from the one I used.’ 


S : D 
Speaking to other members in turn, he con- 


tinued, “The accountant who prepared your 
accounts is a firm believer in LIFO so that much 
of your stock is valued at the cost prices of 
several years ago. 

“Your accountant is one of the older school 
and uses FIFO in his accounts. All your low- 
priced stock has gone and, your stock values are 
much higher than my average cost. 


‘In vour accounts the stock is valued by ™ 


taking the basic stock quantities which the 
company will always require to have in order 
to keep going, and applying to that basic stock 
the cost prices of a year regarded as normal. 
Stocks in excess of basic are valued at current 
cost. 

‘Standard costs are insisted upon by the ac- 
counzant who prepared your accounts, and his 
view is that if the costs are in excess of the 


standards which he has fixed, those excesses, 
must be due to something having gone wrong~ 


in the period, and should therefore be written 
off in the period. So all your stock is valued at the 
standard cost values and any losses due to bad 
manufacturing or reduced production have been 
written off and not carried forward in the stock 
values.’ ` 

While these explanations were proceedirig I 
founc to my astonishment that I was growing 
gradually smaller. Now I heard a voice ask: 

‘Which method of valuation is the correct 
one?’ 

The Jack of Hearts smiled towards me. ‘Alice’ 
has brought along her uncle who is a chartered 
accountant. Perhaps he will be so good as to 
tell us which method is the correct one?’ 

‘I could feel everyone’s eyes on me- I felt 
smaller than ever. I cleared my throat. 

"Well... er, ,, ab, , / R 

‘Thank you, sir,’ said the Jack of Hearts, 
‘that was exactly the reply which I expected. 
Now we come to the debtors.’ And on he went. 


Other Assets 


‘In your accounts, 2} per cent of the balances 
has been provided for bad and doubtful debts, 
while in your accounts the provision is 5 per cent, 
and in yaur balance sheet the provision is made on 
SC cebts only. The accountant who made up’ 
the secretary’s accounts has not provided for 
bad debts at all as he has charged against profits 
the insurance premium payable to cover the 
company against any loss. 

‘In my éccounts the quoted investments have 


ER 


July 21st, 1951 


been included at cost while in yours the invest- 
.ments have been written down to the market 
i quotations at the balance sheet date. 

‘Two of the trade investments have been 
written off in your accounts as being of no value. 

‘Those, Your Majesty, are the main differ- 
ences on the assets side of the balance sheet’, 
and the Jack of Hearts bowed to the Queen. 

‘Dear me, is that only the one side?’ the Red 
Queen tapped the table in annoyance, ‘I think 
we should have the coffee now.’ 

- No sooner had the Queen said this than the 

' doors of the ivory castle opened, out stepped 
servants carrying trays, and we each received a 
steaming hot cup of milky coffee and two 
delicious cream cakes. 

‘Are you enjoying it, Uncle Mac?’ asked 
Alice, and I was surprised to find that she was 
now almost as large as I was. 

‘Yes, thank you’, I replied, ‘It is a most unusual 
meeting. I hope the dividend will be as good as 

\,the coffee.’ 

When the coffee was over the Jack of Hearts 
rose again. ‘Shall I continue, Your Majesty? 

The Red Queen waved her hand in consent. 


The Liabilities — Taxation 
‘Now we come to the liabilities.’ The Jack of 
Hearts was obviously enjoying himself. ‘Income- 
tax has caused some differences. You will remem- 
ber that when the standard rate was increased 
from one penny in the £ to twopence’-I 
was feeling smaller than ever — "we went over 
from charging on the average profits to charging 
Son the profits of the previous year. In your 
accounts’ , he looked at T'weedledum, ‘the tax 
` has been provided on the full profits up to date, 
while in yours’, he looked at Tweedledee, ‘the 
tax provided is the legal liability only, that is the 
tax due up to the date of the accounts.’ 
Tweedledum and Tweedledee looked at each 
` other out of the corners of their eyes but re- 
mained silent. 

“You will notice also that in some accounts the 
future income-tax is shown as a reserve and in 

” some as a provision.’ 

‘It’s a reserve!’ said Tweedledum. 

‘It’s a provision!’ said T'weedledee. 

They both then started to explain in turn 
why it was a reserve, or a provision, until the 
“Red Queen called ‘Silence!’ then they turned to 
‘each other, formally shook hands, and announced 
that they must have a fight. 

A fight having been agreed to by the meeting, 
the contestants were prepared for the battle. 

The only armour which could be found 
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consisted o7 books from the eccountant’s library. 

Tweedledum had the volumes of Simon’s 
Income Tax tied rounc him with red tape, 
surmounted by copies of Man and Superman. 
Tweedledee had tied round him bound volumes 
of Hansard, surmounted by copies of Holding 
Companies and their Published Accounts. In order 
to provide adequate protection for their heads, 
‘Tweedledum had fixed on his a copy of Income 
Tax Acts, 1949, and Tweedledee had a copy of 
Dicksee’s Auditing, while as weapons, Tweedle- 
dum relied on a fountain pen, and Tweedledee 
had a Biro. 

They were about to engage in combat when 
a black shadow overcast the- gathering and a 
shout was heard —‘The Crow!’ As the big black 
crow came flounding down, Tweedledum and 
‘Tweedledee were seen tc be in full flight from 
the scene leaving behind them, unsettled, the 
argument on the treatment of future income-tax 
in the balance sheet. 

After this interruption the meeting resumed 
and the Jack of Hearts continued, ‘The only 
remaining differences are in the provisions. Thus 
your accountant’ — it was the Dormouse again — 
‘tries to be as exact as he possibly can while 
yours’ — the Lobster this time ~‘adds a bit more 
just to be on the safe side. 

‘The result of all these differences, is that in 
Your Majesty’s accounts there is a profit of 
£325,500, while in your accounts’, here he looked 
at me, ‘there is a loss of £250 


Summing up 
‘Goodness, how strange’, said Her Majesty, 
‘which set cf accounts should we adopt?’ 

‘Perhaps our friend could kelp us again?’ and 
the Jack of Hearts looked towards me. 

I was still growing smaller and smaller and, 
hunting around in desperation for something to 
say, I managed to call out “The Institute’s 
Recommendations’. 

Immediately the Red Queen shrieked ‘Meeting 
adjourned!’ the sky clouded over; I found myself 
growing larger again; all Ge members dis- 
appeared leaving only Alice and me; and out 
of the sky cards started to fall and to pile up in a 
neat little heap on the table. I noticed that the 
Jack of Hearts lay on top and he did seem to 
have rather a cynical smile. 

‘Shall we go home now?’ asked Alice, and we 
set off together back the way we had come. 

‘Come anc visit us again, sir’, said the Cheshire 
Cat when we reached the gate in the hedge. 

“Thank you very much’, I replied, and bolted, 
rapidly, thankfully, into the garden. 
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AUSTRALASIAN COMMENTARY-II 


by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 
: ` accounting and company law. 


Capital Issues Control 

T is pointed out in the June issue of The 
Ez Accouniant that the Common- 

wealth Treasurer has emphasized that capital 
issues control was reintroduced in February 1951 
for the main purpose of conserving resources for 
defence needs, urgent national developmental 
projects, and essenticl civilian requirements. 
These regulations are too extensive to sum- 
marize here in any detail but one point of interest 
is that they allow a company to raise only £10,000 
in.any two years by the issue of ordinary shares, 
without the consent of the Commonwealth 
Treasurer. Consent is required for an excess of 
that limit, or for any issue of preference shares, 
or for any bonus share issue in capitalization of 
any reserve created aiter September Ist, 1939, 
by a writing-up of assets. Loans and mortgages 
are also covered by th2 regulations. 


. Fixed Asset Replacement 
In an editorial in the March issue of The 
Accountants’ Journal of New Zealand, it is argued 
that approved taxaton allowances may be 
reasonable in periods of stable prices but are 
quite inadequate when prices are rising steeply. 
If production is to te maintained, fixed asset 
replacement is essential and such replacement 
should be financed from accumulated income. 
The conclusion is thet if new capital has to be 
introduced for replacsment it would mean that 
in past years some of the real capital has dis- 
appeared in taxes or Cividends. 

Similar views were expressed by Mr C. C. 
Holland, F.P.A.N.Z., in his presidential address to 
the annual meeting, reported in the same issue. 
Looking ten to fifteen years ahead, he saw higher 
prices and many diffculties for accountants on 
the question of asset replacement. 


Audit of Stock-in-trade 
The recommendations of the Victorian Research 
Society of The Institute of Chartered Account- 
ants in Australia, mentioned in the last com- 
mentary, have produced numerous expressions 
of opinion as to their worth. Mr R. A. Irish, 
-chartered accountant, of Sydney, who has 


„written a standard text on auditing, was moved 


by criticism of the recommendations into setting 
down. certain views. Whether we like it or not, 
he said, the opinion of financial people such as 
stockbrokers and investors is that the auditing 


profession has fallen down on its job. He sub- 


mitted it, as his opinion, that any practitioner in 
Auszralia who contented himself with a mere 
arithmetical check would run a grave risk in the 
event of any legal action being taken on this 
question. Mr Irish thinks that there should be 
no bogy about an auditor being a layman as 
regards technical stock, because he can attend 
the store and ask the hands. 

What appears to be a general summing-up of 


an zuditor’s duty was given by Mr Irish in these<, 


terms: Se 
‘.. . what he is expected to do is to see that the 
stocktaking instructions are sound and explicit, to 
observe by tests that they are carried out, to devote 
no little time to comparison of inventories with 
steck records, cost records and the like. In short, 
he is expected to examine the problem intelli- 
gently and satisfy himself that everything possible 
has been done to ensure a correct statement of the 
value of stock-on-hand’. 


(The Chartered Accountant in Australia, March.) 


‘Take Counsel’s Opinion’ 


p 
e - 
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As one might imagine, these views did not pass _ 


unchallenged. An anonymous ‘Fellow’ attacked 
both Mr Irish and the Victorian Research Society, 
and pointed out the impossibility of doing all 
that was suggested. We should educate stock- 
brokers and investors by telling them the truth, 
which is that auditors are incompetent to be 
judges of the value of stock-in-trade. Instead of 
publishing ‘semi-legal’ views by accountants, he 


said, the Research Co-ordination Committee of _ 


the Institute should take counsel’s opinion on the 
legal aspect. And, he asked, why wait until the 
unfortunate charge is made against some auditor 
of negligence in not discovering that the value of 
stack-in-trade had been inflated? He presumes | 
that the Court would base its decision on the 
evidence of various accountants and thinks that' 
the majority opinion would be in favour of assert- 
ing that an auditor takes no responsibility for 
values and quantities of stock-in-trade. (The 
Chartered Accountant in Australia, May.) 
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Company Annual Reports 


P The Sydney division of the Australian Institute 


CA 


S vertical balance sheets and accounts. 


D 


of Management recently made an award for the 
best annual report of 1950. The purpose of the 
award was to encourage better annual reports so 
as to (1) make known the important. place of 
private enterprise in the community; (2) en- 
courage the dissemination of information about 
company activities among shareholders and 
others, in a form understandable by those 
without business training; (3) endeavour to 
‘establish’ better employer—employee relations. 
In a review of the award, Mr E. S. Owens, 
chartered accountant, of Sydney, presents some 
interesting information, based on the winning 
entry and twenty merit entries. All twenty-one 
companies gave figures to the nearest £, and used 
distinctive covers for the reports which were 
printed in two or more colours. Fifteen companies 
used charts for analysis, while eleven used 


‘figures were disclosed by seven companies but 
only three used explanatory notes in the balance 
sheet and accounts. (The Secretary in Australia 
and Neg Zealand, April.) i 


Test Checking ` 
In the discussion on a paper styled “Test checking 
and sampling’, presented by Mr K. H. Vial, 
chartered accountant, of Melbourne, to an 
accounting congress in Victoria, members ex- 
pressed the opinion that the greater use of test 
checking must have considerable repercussions 


on staff questions. They felt that, in the main, 
SS d y 


~ 
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‘higher educational standards would be required 
and there was a danger that intermediates and 
juniors could-not be used to any great éxtent on 
the important work’ of selective test checking. 
The training ground for juniors could possibly 
be restricted to complete audits conducted for 
small businesses. (The Chartered Accountant in 
Australia, May.) 


Should our Leading Cases, Still Lead Us? 
At a congress in Queensland -held in June, Mr 
T. A. Hiley, a past-President of The Institute of 
Chartered Accountants in.Australia, presented a 
paper. which reviewed some of the cases which 
have influenced accounting practice. He was con- 
-cerned to consider How far the cases were appro- 

Hate guides for the present, ‘having regard to 
"improvements in the company statute and to the 
increasing number of institutional pronounce- 
ments indicating the best practice. 

_ In his opinion the dicta in Newton v, “Birming- 
ham Small Arms Co Ltd and Young v, Brownlee 
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(containing judicial approval of secret, reserves) 
could not now be followed with safety. He claims: 
(1) that the present view is against the building 
up of secret reserves by the writing down of fixed 


„assets artificially, but that (2) there is no obliga- 


tion to revalue fixed assets which have in fact 
appreciated. Both of these propositions are also 
put forward by the editors of Buckley (twelfth 
edition) in their annotation of paragraph 5 of the 
Eighth Schedule of the English Companies Act, 
1948. There is.this to be noted, however, that 
Buckley’s editors appear to rely upon the dicta of 
Buckley, J., in Newfon’s case for the second of 
the propositions referred to. On the question. of 
utilizing the ‘profit’ arising on a revaluation, Mr 
Hiley thought that no accountant or auditor 
should consider approaching a bonus issue 
following the write-up without the full examina- 


tion by and advice from’ the company’s legal 


advisers. 

In respect of the Royal Mail case, Mr Hiley 
pointed out the danger of relying upon it in view 
of the changed character of the expert evidence 
which would probably be adduced today. He 
thought that Bolton v. Natal Land and Colonisa- 
tion Co (held unnecessary to depreciate land, part 
of circulating capital, which bad declined in 
value) appeared to be erroneous, and that the 
distinction between fixed and floating assets in 
Verner v. General and Commercial Investment 
Trust and in Wilmer v. McNamara & Co Lid i is 
EEESESE to modern pees: 


‘Company Financial Statements. 


The director’s report is a means of conveying 
financial information to members of. companies 
in a manner which those who have little know- 
ledge of accounting can understand, said Mr R. K. 
Yorston, chartered accountant, of Sydney. He 
pointed this out in the course of an address on 
company financial statements given at the 
Queensland congress mentioned above. Mr 
Yorston considered that information given in the 
revenue statement and balance sheet tends to 
become stereotyped and in the majority of cases 
only the statutory requirements are fulfilled. He 
also thought that greater use should‘be made of 
the statement of source and application of funds 
for both internal analysis and external presenta- 
tion. The way he referred to the relation of these 
statements was this: A balance sheet is a connect- 
ing link between two successive revenue state- 
ments (a bridge over which may be carried 
unabsorbed . costs which are to be allocated 
against the reveriues. of- succeeding accounting 
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periods) whilst a funds statement is a connecting 
link between two successive balance sheets. 


Internal and External Audits 
After a discussion of -he relationship between 
these types of audits, Mr H. W. Harris, Fellow 
of the Federal Institute of Accountants, ended 
with three recommendations. Firstly, he thought 
that professional, auditors should not have to 
zesort to ‘annexing’ the -nternal audit in order to 
ensure that they can carry out the audit at a profit 
to themselves. Secondly. only qualified zccount- 
ants, licensed as companies’ auditors, should be 
2ppcinted internal auditors, and they could be 
sworn so as to give them a status similar to that 
cf sworn valuers. This letter requirement would 
enable the external auditor to place more 
authority in their reports and findings. Lastly, 
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he suggests that these recommendations become 
legal requirements by incorporation in the. 
Companies Act. (The Federal Accountant, May.) 


‘Oo’ 

An anorymous writer (‘Attic’) in the June issue 
of The Australian Accountant, has contributed an 
article cn a new ledger account called ‘Oo’. He 
says, “Co’ takes care of the shillings and pence, 
the pounds take care of themselves. The writer 
describes a method of using this account in order. e 
to eliminate shillings and pence below ten 
shillirgs and to carry amounts containing 
shillings over ten in number to the next higher 
pound. In the set of figures he uses, three accounts 
require to be reinstated in their broken amounts — 
bank, debtors and creditors — and he shows how 
this is dcne by a simple journal entry. 


WEEKLY NOTES 


The Society’s Examinations 


in the examinations of the Society of Incorporated 
Accountants and Auditors Weld last May, the results 
of which appear elsewhere in this issue, six candi- 
dates were awarded honours in the Final, the First 
Certificate of Merit and Fast Prize being won by 
Mr Reginald Percy Steveason, of Ilkeston. The 
Second Certificate of Merit and Second Prize were 
awarded to Mr John Harvey Hunt, of Portsmouth; 
the Third Certificate of Marit and Third Prize to 
Mz James Patrick Seymour Edge-Partington, of 
London; the Fourth Certiicate of Merit to Mr 
Thomas Henry Webster, of Morecambe, and the 
Fifth and Sixth Certificates cf Merit to Mr Kenneth 
Cook Smallwood of Middlessrough and Mr Senapur 
Panduranga Acharya, M.con., of Bombay, respect- 
ively. Of the 610 candidates who sat for the Final, 195 
(32 per cent) were successful. In the November 1950 
Final, the successes were 298 (52 per cent). 

In the Intermediate, there were 785 candidates, of 
whom 248 (44 per cent) were successful; nine candi- 
dates were awarded honours. The First Place Certifi- 
cave and First Prize were gained by Mr Stanley 
William Willson, of Birmingiam; the Second Place 
Cerificate and Second Prize by Mr Gerald David 
Breton, of Leeds; and the Thi-d Place Certificate and 
Tkizd Prize by Mr Thomas Alfred Fuller, of Kings- 
ton-on-Thames. The Novercber 1959 figures for 
successes were 317 (48 per cent). 

In the Preliminary, 138 candidates sat, of whom 
42 (30 per cent) were successful. The November 
1950 figure for successes was 37 (36 per cent). 


The Olivier Case 
That a payment to an acto: under a restrictive 
covenant extending over only eighteen months can 
be a non-taxable capital receip: has been established 


in Higgs v. Str Laurence Olivier, reported in The 
Times on July 12th, 1951. Under an agreement with 
Two Cites Films Ltd, Sir Laurence produced, 
directed and acted in Henry V, a film which first 
began tə ke exhibited in December 1944. To protect 
the exploitation of this film, Sir Laurence covenanted 
in July 1945 not to take part in any film in the 
following eighteen months other than for the com- 
pany, the consideration being £15,000. The Special 
Commissioners upheld his appeal against the in- 
clusion of this sum as a taxable profit of his vocation, 
They found that it was paid to him for refraining to 
carry on tke-vocation and was a capital receipt. Mr 
Justice Hazman, after remarking that the circum- 
stances wer2 very special, said that there was evidence 
on which the Special Commissioners could find as 
they did ani declined to interfere. 


Profits Tax 

Another decision in the Revenue Paper concerns 
profits tax. This is Lamson Paragon Supply Co Ltd v. 
C.I.R. (The Times, July 14th, 1951) which in the 
first place confirms the correctness of the practice 
of treating a distribution out of untaxed capital profit 
as being nevertheless a distribution for profits tax 
purposes. In March 1947 the company resolved to 
pay a dividend out of past capital profit by the 
distribution to the members of shares held by the 
company. It claimed that this constituted a dividend 
expressed tc be paid in respect of its accounting 
year ended January 31st, 1947. The Special Com- , 
missioners rejected both this contention and the 
contentior that the payment was a dividend at all. ` 
Mr Justice Harman, dismissing the company’s appeal, 
held that although the payment was a dividend it was ~= 
not expressec to be paid for the period mentioned. 

These two decisions will be dealt with more fully 
in a later issue. 
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f Fraud by Director- 

A former chairman of Darwins Ltd, Dr Narayna Das 
“Chopra, was at Leeds Assizes on July 16th, 1951. 
convicted on four charges of fraudulently applying 
for his own use certain chattels belonging to the 
company, and received a sentence of twelve months’ 
imprisonment on each charge. He was also convicted 
on the charge that with intent to defraud he caused a 
cheque for £4,000 to be delivered to Barclays Bank, 
London, for his own use by falsely pretending that he 
was the owner of certain patents and secret processes, 


y and that he placed them at the disposal of Rabon Ltd 


E 


gi 
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and Darwins Ltd, and that the use and enjoyment of 
the same by these companies justified a credit in his 
favour of £7,000. On this charge he received a sea- 
tence of three years’ imprisonment. All the sentences 
are to run concurrently. 

According to the report of the case in The Times of 
July 17th, 1951, Mr Justice Streateild said in the 
course of his summing up that the jury must remember 
that directors, however excellent they might be in 
most ways, sometimes were guilty of feathering their 
own nests and perhaps the nests of their friends at the 

expense of acompany. They had heard evidence of the 
most lavish expenditure on entertaining and of high 
living. It might be high time that it was brought home 
to directors and auditors that the wholesale unloacing 
of extravagant expenses on to public companies which 
was completely unjustified might well amount to 
fraud on shareholders, creditors or the Revenue. There 
were many cases where that might well be said, but 
despite the evidence of lavish expenditure in this case, 
there was no evidence that it was a case of that nature. 


Unilever and Price Maintenance 
The chairman of Lever Brothers and Unilever, Sir 
^A Geoffrey Heyworth, had some authoritative views to 
‘express on distribution problems at last week’s 
shareholders’ meeting. He pointed out that there 
seems to be a popular misconception that distributive 
costs are less justifiable than production costs. They 
are, in fact, in many ways of the same nature — such 
as holding stock, transport costs and office overheads. 
The division between the two is indeed often blurred 
and heavier outlay on distribution costs may be 
justified on the grounds alone of lower costs of 
production gained by the larger market for the goods, 
say by outlay on advertising. There is indeed nc basic 
‘fair’? price which can be charged for retailing. It 
depends on the service which is rendered. It is there- 
fore wrong to say that a certain retail margin is too 
high without examining the functions which are 
performed by the wholesaler and retailer concerned. 
~ There is scope nevertheless, said Sir Geoffrey, for 
‘economies to be made in distribution, although care 
‘ must be taken not to prescribe reforms which s2verely 
reduce the choice of the consumer. It must be 
realized that choice and the accompanying flexibility 
in the retail trade are maintained at a cost. The 
chairman went on to say that his own company 
favoured resale price maintenance although in quoting 
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Unilever’s experience he pointed out that it fixed 
prices for brands with retailers and not with other 
manufacturers. 

Scope for improvement in eificiency could be 
found, he thought, in a better ‘trade’ education of the 
retailer and in more and better statistics. A major 
contribution could come from trade itself by a closer 
study of retailing problems, giving the same concen- 
tration to studies of business problems as is done 
on the production side. 


Steel Production Maintained 


Last week the British Iron and Steel Federation 
announced that output for June was at the annual 
rate of 16 million tons. This can be compared with 
15'9 million tons for May and gives an annual rate 
for the first half of this year of 16-3 million tons. The 
June figure is about 50,0co tons above that for June 
last year. 

The next three months will see a drop in output as 
the holiday season comes in. Thereafter, production 
will recover through the fourth quarter. Not till 
then will it be possible to say whether the drive for 
steel scrap among home industry has been successful 
enough for the industry to reach the lower target 
of 16 million tons set for the industry for the whole 
of 1951. Meanwhile, on present performance, the 
auguries are not discouraging. 


High Rayon Output 


Production of rayon continuous filament and staple 
fibre was higher during May than at any time since 
the last quarter of 1g50. This performance is all the 
more noteworthy since it had been expected that the 
shortage of sulphuric acid would cause a drop in 
production of the order of 20 per cent. 

In the event the ir.dustry has been able to step up 
output rather than reduce it. This has been possible 
by drawing on stocks of materials and by concentrat- 
ing on those fibres waich use comparatively little 
sulphuric acid. It remains to be seen whether these 
temporary measures are sufficient to tide the industry 
over the period while supplies of this essential 
chemical are limited. To have achieved a level of 
output of 32-2 millior. lb. in May compared with 
31-4 million the month before ~ and even less in the 
two months previous to that — suggests that ingenuity 
and foresight have so far had their just reward. 


Trade Gap and Prices 


The visible trade gap in June was the highest ever 
recorded for one morth. It reached £151-2 million. 
Some idea of its size can be obtained from a compari- 
son with the average zap for the first five months of 
this year, when it was £81 million and with a gap of 
£29 million in the average month of last year. Exports 
in June fell from the high level achieved during May 
to £208-6 million, a drop on the month of about 
£33 million (including se-exports). Imports on the 
other hand forged ahead from £338 million in May to 
almost £360 million. 
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This worsening of the gap to such an.extent is 
exceedingly serious and if it is, maintained for a run 
of months the dollar problem will be back in oe 
acute a form as. it was 12.1949. and early 1950. The 
most hopeful sign ‘at the moment that there may be 
some relief before long -s the downward movement 
in world prices. World price leaders like:rubber, wool 
and tin are noticeably down on the levels ruling at the 
end of the first quarter of the year, and these changes 
will later be reflected in the prices of British imports. 

There are already signs, and they can be put no 
more strongly than that, >f less pressure on internal 
wholesale prices: The Board of Trade’s wholesale 
price index moved up from 300 (average 1939= 100) 
to 319 in April. Since then it has risen to-only-320°7. 
It will be easier to see the significance of these move- 
ments when the June trade figures are available 
and it becomes possible to say how far the con- 
tinuéd. increase in import values is due to higher 
prices, or to large seasonal inward movements of goods. 


‘Bank Money and Ce Import Surplus 
The clearing banks’ stater ent for June throws some 
interesting light on the effect of a rising import 
surplus on the national finances. The return for last 
month shows that there-wes a comparatively modest 
increase in the level of bank deposits. Net deposits in 
June actually increased by {£71 million compared 
with a rise of £84 million in the same month lest year. 

But this modest increase hides two rather larger 
and significant changes. The first of these was a 
noticeable increase in the level of bank advances. 
These jumped by £89 million to reach a.new record 
level. The reasons for this -ecord-figure are not far 


REVIEWS 


“Addington, Author of the Modern 
Income Tax 

By A. Farnsworth, LE.D., Ph.D. 

(Stevens & Sons Ltd, London. 21s net) 
‘Pitt is to Addington as London is to Paddington’ 
goes the jingle which every schoolboy knows, and 
it is perhaps ircnical that the name of a great states- 
man of the Napoleonic pericd should have reached 
posterity in such an uncomplimentary context. Now, 
more than a century after his death, he finds a 
doughty champion in Dr Farnsworth, who at the 
same time corrects another misconception, namely 
that Pitt fathered the modé-n income-tax. Cynics 
might say that the two misconceptions cancelled 
each other. The author goes to a great deal of trouble 
to prove that Pitc’s income-tax of 1799 has little more 
in common with its modern counterpart than the 
name, while Addington’s inccme-tax Act of 1&3 is 
largely. reproduced ‘word for word in the Act of 
1918, including Addington’s salutary system of 
collecting: the tax at.the sou-ce wherever feasible. 
The book. is hardly likely to raise a controversy of 
the ‘Bacon was Shakespeare’ order, but it does 
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to szek. During the month of June, many firms must 
have Eeen experiencing the full impact of higher ' 
commncCity. prices and wage increases. Much more ` 
difficul: to guess is what the trend may look like over 
the rest of the summer with rearmament on one side 
putting a strain on working capital resources, while 
lower commodity prices and: a higher price for bank 
accommcedation pull on the other. 

On the other hand, call money, bills and Treasury 
deposit receipts showed a net decline of some £10 
million. This suggests that the Government has felt 
less reed than is usual at this time of the year to seek 
accommodation from. the hanks. Instead it has been’ e 
able to reply. upon the heavy import surplus to provide 
it with temporary sterling and hence.with short-term 
finance. 

Deficit in E.P.U. 

With the figures for May, issued a month ago, the 
run of ths sterling area’s surpluses with the European 
Payments Union came temporarily to an end. In 
May the deficit bad. been 2%} million units. In 
June it was almost doubled at 52 million! The 
figures do not reveal whether the deficit has arisen. 
from smaller purchases by other E.P.U. members 
of the goods of the sterling area or. from lower- ` 
export prices in the sterling zone. These figures, 
however, do offer one more facet to the deterioration 
in the external trade position of the sterling area 
with the rest of the world. 

At this time of the year there is usually a com; 
paratively large inflow of fruit and vegetables from 
the Continer.t to this country which will be one more 
factor..for the time being militating against the re- 
emergence of a ESESES 


e 


demonstrate how wrong Ñistodana and history books’ 
can be, ever. on such a non-controversial and easily 
checked matter, and it is very well worth reading. 


Key to Income Tax and Surtax, 1951-52 
: “Thirty -second Edition) 
Edited by Ronald Staples 


= Publishing Co Ltd, London. 7s 6d net, 
7s gd post. free) K 
One can “only marvel at the speed with which this 
1951-52 edit_on of a well-known. income-tax work’ 
has been produced, and at the lowness of its D 
For a sukject which changes so rapidly, there is, 
much to be said for this kind of treatment. A great 
deal of inzer:ity has gone into the double system of 
thumb indexes which is used, and for which the - 
claim is madz that any reference can be found in ege 
seconds. Despite the smallness of the book, the text: 
covers, in addition to imcome-tax and- surtax, 
Eire income-:ex-and also the British special contribu- 
tion, and thee- is a short section ọn back duty.. ‘This 
wide rang has not been achieved at the SE of 
the print, which is very readable. 
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FINANCE AND COMMERCE 


^ With the volume of business still small, stock markets 
remain quiet. There are signs, however, that the 
twin trends towards equities and away from fixed- 
interest stocks are developing again. Inflation is still 
the major market factor. 


Spicer’s Accounts 
This week’s reprint gives the accounts of Spicers 
Ltd whose ordinary shares have recently been 
marketed on the London Stock Exchange. The 
‘y opening market basis was 703 for the £1 stock units, 
a valuation which readers may like to compare with 
their own computation. It is a very old-established 
paper-making family business in existence long before 
it took over its present site in the City of London, 
` and it has been there for 150 years. 

An interesting aspect of this company’s financial 
management is the long-standing practice of using 
endowment policies of insurance as provision for 
leasehold amortisation and the depreciation of free- 

_ hold properties. One sees very little of this form of 
‘provision, comparatively speaking, in the general run 
of company accounts these days. Readers will note 
the relative entries in these accounts. 

We notice on the board Mr W. S. P. Clements, 
A.C.A., who spent his early years with Messrs Price 
Waterhouse & Co, one of the company’s joint 
auditors. 

Rebel Humour 
If this were really a socialist state, Mr C. O. Stanley, 
chairman of radio and television-making Pye Ltd, 
would almost certainly be missing. No bureaucracy 
with power to retaliate would endure his criticism. 


Mr Stanley has to toe the line, of course. If the Bank. 


„a of England says he cannot have the Canadian dollars 


to feed the infant Pye business in Canada, that ` 


obviously is the end of that — except for Mr Stanley’s 
1,000-word description in better-than-Punch style 
of the abortive interviews with “The Old Lady of 
Threadneedle Street’. 

At the Bank, Mr Stanley met three gentlemen, one 
from the Board of Trade and two from the Ministry 
of Supply and ‘the first of these gentlemen very 
quickly made us feel what a terrible mistake we had 
made in going to Canada at all’. In similar vein, he 
expresses his views on the technical side of the 

- broadcasting system, the post office control of all 
electrical means of communication, etc. 

All this, howéver, while making excellent reading 
for shareholders and others, displays the mind of a 
company chairman with a great sense of humour 

SCH that is a very valuable asset. 

: Overseas Separation 
This year’s accounts of the Metal Box Co Ltd give 
effect to the transfer to a new subsidiary — the Metal 
Box Co Overseas Ltd- of all the company’s invest- 
ments in overseas subsidiary and associated companies, 


In the parent balance sheet, shares in associated com- 
panies (£128,884) and in subsidiaries (£1,756,563) 
become shares in the Overseas company at the book 
value of the assets transferred. The assets continue 
to be incorporated in the consolidation, but share- 
holders in the parent company also have for their 
information the separate accounts of Metal Box 
Overseas. The accounts are also accompanied by a 
photographic supplement which includes a reproduc- 
tion of the picture of the ship taken at night which 
Festival visitors see in the Gallery of Metals. 
` A useful inclusion with these accounts is."The Year 
in Brief? which opens with ‘income from sales and 
investments’ and proceeds to ‘net income’, ‘retained 
in the business’ and ‘net dividends’, the items for 
materials, wages, depreciation, taxation, etc., being 
expressed as a percentage of sales. All figures have 
their last year’s comparison. 
The table discloses the useful information that 
net dividends of £309,000 were out of £724,000 net 
income. We should like to see added in this and 
similar cases, earnings and dividend as a percentage 
of capital. The dividend is known by that percentage. 
What people also want to know is the size of the 
available earnings in the same medium. 


Unilever’s Salient Points 
Lever Brothers & Unilever provide a page of ‘salient 
points’ with the accounts. It reads as follows: 


SALIENT POINTS 


All figures relate to the LIMITED and N.Y. Groups combined; details are set out 
in the accompanying Statements and should be considered in conjunction with 


nates thereon. 
arg Ga 
273,482,397 Capital Employed 308,888,453 
153,556,332 Fixed Assets 168,563,508 
119,925,765 Net Current Assets 140,324,945 
800,897.000 Turnover ` 988,870,000 
6,604,839 Depreciation Chargedto 7,851,664 
Fixed Assets Replacement trading 
4,247,744 Reserves account 4,943,233 
31,947,465 Trading Profit 52,181,298 
„68C, Exchange Surpluses $ 

1,822,308 Stock Reserves E 2,629,699 

{brougbt back) = 
17,569,024 Taxation ` 28,459,366 
19,580,127 Consolidated Net Profit 19,226,875 

Profit accruing to the Ordinary 
16,109,901 Shareholders A 15,747,649 
Percentage on Ordinary Shareholders’ H 
HK? Funds 92% 
2,195,327 Ordinary Dividends Proposed 2,913,743 
1:5% Percentage on Ordinary Shareholders Funds 1:7% 

Limited N.Y. Limited N.V. 
10% 8:9% Percentage on Ordinary Capital 133% 12% 


In this case, it will be seen, earnings and dividend 
are expressed as a percentage of ordinary share- 
holders’ funds. l l 


Money Market e 
Applications for Treasury bills totalled £345,150,000 
on July 13th and the market received 61 per cent of 
stated requirements. The average rate was Ios 2-814 
per cent and this week’s offer is reduced to £230 
million. There is no call against ‘Treasury deposit 
receipts. 
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TAXATION CASES . 


Full EE of the cases summarized in this column will be published, with Notes o on the Judgments, 


in The Annotated Tax Cases: . 


fo, “In re Gunliffe- Owen SE 
In the High Court of Justice (Chancery Division) - 
April rath and June 6th, 1951 
P (Before Mr Justice WyNN-Parry) 
Estate duty — Foreign. estate duty — Whether freedom 
from death duties includes foreign duties — Estate duty 

‘won settled pecuniary legacy — Double estate duty agree- 
ment — Apportionment: of relief .among beneficiaries — 
Double Taxation Relief Ge Duty) ees Order, 
1946 (No. 1884). > 

The- testator, who died. in 1947, gave a number of 
pecuniary legacies, and in clause 2 of his will directed 

at 

“so much of the death duties payable with reference 

to my death in respect of all legacies . . . as shall be 

equal to the death duties at the rates in SE at the 

date of this my will shall be paid and discharged out 

\... of my residuary estate’. 

" d the date of the will, and for many years previously, 
the testator owned: large holdings of investments in 
South Africa, Canada (including Quebec) and the 

~ United States of America. The first question that 
arose was whether the various legacies should, as 
opposed to the residue, bear the succession -duties 


imposed by the Union of South Africa, the Province ` 


of Quebec and the Dominion of Canada. 

By clause 6 of the will a sum of £15,000 was be- 
queathed on trust for J. W. S. Comber, and provision 
was made for sums.up to £12,500 to be transferred to 
him as the distribution of the residue took place. 
Clause 6 also directed that the £15,000 was to be held 

' “in addition to raise thereout and pay the duties on the 
~ said sum’. The second question that arose was whether 
any death duties, in excess of those payable under 
clause 6, out of the £15,000 could be thrown on to 
residue by virtue of clause 7. 
The third question related to the effect of article 5 
‘of the Double Taxation Relief (Estate Duty) (Canada) 
Order, 1946 (No. 1884), as between Mr Comber, 
Miss Cunliffe-Owén, one of the residuary legatees, 
and the other residuary legatees. There was evidence 
that Canadian succession duty is payable by the 
~ successor and not out of residue, and at rates 
varying with the relationship of .the successor 
to the testator. As Miss Cunliffe-Owen was not 
a relation of the testator, she had to bear Canadian 
succession duty at a higher rate than in the cases of 
the other residuary-legatees, and this amount of 
‘S Canadian succession duty, together with the other 
amounts: of such duty, had to be allowed as a credit 
against estate duty payable in the United Kingdom. 
The questions that arose, therefore, were (1) whether 
Mr Comber was-entitled to share in the relief obtain- 
able in this way, and (2), as between Miss Cunliffe- 
Owen and the other residuary legatees, whether the 


relief should enure a da benesi in proportion to 
their respective interests in the residue or in propor- 
tion to the amount of Canadian succession daty borne 
by them respectively. 

` Similar questions: arose in relation ‘to South 
African succession duty, as to which there was no 
agreement between the two countries, but which the 
Inland Revenue, by way of concession, allow to be 
deducted from the value of South African personalty. 
South African succession duty, also, is payable by the 
successor, and is charged at rates varying with the 
relationship of the successor to the testator. 

Held, (1) that clause 7 of the will did not give free- 
dom from foreign death duties, but was confined to 
United Kingdom death duties; (2) that Mr Comber 
was not entitled to have any of the United Kingdom 
duties applicable to the £15,000 paid out of residue; 
(3) that the relief in respect of the overseas succession 
duties enured, not for the benefit of the estate gener- 
ally, but for- the benefit of the persons who have to 
bear the United Kingdom estate duty on the overseas 
assets; (4) that, therefore, Mr Comber was entitled to 
his proper share of the: relief, and the relief in respect 
of the residue should apply among the residuary 
legatees in the same prcportions as. they had to bear 

United Kingdom estate Sal in respect of their 
residue. 


Birmingham Small Aine Co Ltd v. 
i CIR. k 


In the House of: Lords -- June 2oth, 1951 
(Before Lord Simonps, Lord Normanp, Lord 
. Oaxsgy, Lord Rapciirre and Lord Tucker) 


Excess profits tax ~ Capital employed in business - 
Destruction of capital assets by enemy action — Claims 
to payment for war damage — Whether such claims are 
capital employed in business — Finance (No. 2) Act, 
1939, Section 13 (3); Schedule VII, Part I, paragraph 
1 D), (2) Hor Damage Act, 1941, Sections 61 and 68. 

A large part of the company’s machinery and tools, 
to the value of £647,012, was completely destroyed 
by enemy action on or about November 22nd, 1940. 
After the passing of the War Damage Act, 1941, the 
company made a claim for a payment to be made 
under the Act by the Board of Trade in respect of the 
war damage it had sustained. 

The company was assessed to excess profits tax for 
the chargeable accounting period from August. rst, 
1940, to July 31st, 1941, and contended that the claim 
arising under the War Damage Act, 1941, should be 
included as a debt in computing the amount of the 
capital employed in its trade in this period, pursuant 
to paragraph x (1) <b) of Part II of the Seventh 
Schedule to the Finance (No. 2) Act, 1939; alter- 
natively, that the right of claim was an asset acquired 


64 THE ACCOUNTANT 


otherwise than by purchase, within the meaning of 
sub-paragraph (x) (c) of the said paragraph, and that 
the value of such asset wken it became an asset of the 
trade was £547,012, and should be included in com- 
puting the capital employed in the trade. 

The Special Commissicners held that there was no 
debt due to the company during the period in ques- 
tion, and that although the claim against the Board of 
Trade was <n asset, it was not an asset which was 
employed in the business ia the chargeable accounting 
period under appeal. 

Held (affirming the judgment of the King’s Bench 
Division and of the Court 2f Appeal), that the Special 
Commissioners’ decision was correct. 


In re Brassey’s Resettlement 
In the Court of Appeal — June 2oth, 1951 


(Before the Master op THE Bos (Sir RAYMOND 
EversHeD), Lord Justice Jenkins and Lord Justice 
BirK3TT) 


Estate duty — Cesser of interest — Trust for keeping up 
insurance policies—No interest of deceased in policies - 
Folicy money passing into trust fund — Continuance of 
life interest - Whether a ceszer of interest on death of 
lge assured — Finance Act, 1894, Sections 2 (1) (b), 
7 (7)- i 

By a deed of appointment and resettlement it was 
provided that the trustees should apply certain 
inzome, as far as was necessary, to the payment of 
the premiums of insurance Jolicies on the life of the 
tenant for life, and should hold the balance of the 
income upon protective trusts for the benefit of his 
son. After the death of the scn the capital and income 
of the trust fur.d were to be held for his issue; and if 
no child of his took a vestec interest, the trust fund 
was to be held as he should Ly will or codicil appoint. 

From the date of the resetclement until the date of 
the death of the tenant for life the premiums on the 
policy were paid by the trastees out of the trust 
income, and the balance of th income was paid to the 
son. The latter had not exercised his power of appoint- 
meat in favour of a survivirg wife, and he had no 
isste; and in these events the trust fund would, on 
his death, pass to the restd ar legatees under the 
life tenant’s will. 

The Inland Revenue cont2nded that estate duty 
was payable, on the life tenar.t’s death, in respect of 
the slice of the trust fund, wh:ch was required by the 
inccmne thereof for the payment of the premiums on 
the assurance policies. The claim was made, under 
the Finance Act, 1894, Section 2 (1) (b), on the fcoting 
thet on the death of the life teaant there was a cesser 
of an interest and the accruing or arising of a benefit 
thereby. 

It was contended for the trustees that on the death 
of tne life tenant there was no cesser of interest 
because (1) there was merely the cesser of the pay- 
ments of premiums, (2) the interest of the life tenant’s 
son remained as it was before, namely, a reversionary 
interest in the capital of the trust fund, (4) Section 2 
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(1) (2) wes not concerned with interests in remainder. 

Held ‘cffirming the judgment of Mr Justice Romer), , 
that, on the life tenant’s death, the remaindermen had’ 
other incerests in the trust fund, and that other bene- 
fits accri2d or arose by the cesser of such interests; 
and tha: estate duty was, therefore, payable under 
Section 2 (1) (b) of the Finance Act, 1894. 


Littman v. Barron 
In the Court of Appeal — June 15th, i951 ` 

(Before Lord Justice Conen, Lord Justice SINGLETON 

and Lord Justice JENKINS) ei 
Income-taz — Excess rents assessed under Case VI- ' 
Deficiencees of rents - Whether deficiencies can be set off 
agains: excesses — Income Tax Act, 1918, Schedule D, 
Charging Pule 2, Case VI — Finance Act, 1927, Section 
27 — Finanse Act, 1940, Section 15. 

The appellant, a dealer in property, held a large 
number of leasehold properties, which he let, and the 
rents received by him as the immediate lessor gave 
rise to no-ional annual values computed according to 
Section 14 (1) of the Finance Act, 1940. In respect of 
two other properties the appellant received a rente 
which was 3maller than the rent paid by him, and in 
respect of three other properties he received no rent. 
He was assessed under Case VI of Schedule D 
pursuant to Section 15 of the Finance Act, 1940, on 
the excesses of rents computed under that section, 
and cor.tended that he was entitled to set off against 
those assessments the amounts of the deficiencies of 
rents, or. the footing that if the five properties had 
produced excesses of rent, those excesses would have 
been proms within Section 27 of the Finance Act, 
1927, ar.d tke appellant would have been liable to be 
assessed in respect thereof under Case VI. 

Held, reversing the judgment of Mr Justice Wynn-. 
Parry (Lord Justice Jenkins dissenting), that an excess : 
arising undar Section 1 r5 (1) of the Finance Act, 1940, 
was a profit zo which Section 27 of the Finance Act, 
1927, related, and that, therefore, the deficiencies of 
rent could be set against the excesses. 


In re Beit 
In the Hick Court of Justice (Chancery Division) 
June 6th, 1951 
(Before Mr Justice VAISEY) 

Estate duty — Bequest of annuities — Estate insufficient 
to provide annuity fund — Purchase of annuities from 
testatrix’s children — Agreement that purchased annui- 
ties be held a: scle security for payment of will annuities — 
Death of annuitant — Whether cesser of interest and 
benefit accruinz or arising — Whether disposal or deter- 
mination of lfe interest — Finance Act, 1894, Sections 2'e’ 
(1) (b), 7 (7) — Finance Act, 1940, Section 43. 

The testatzix, who died in 1946, bequeathed a life 
annuity (and cther such annuities) of such an annual 
amount as afier deduction of income-tax would leave 
£52 12s oa. The will directed the executors to appro- 
priate an annuity fund sufficient by its income, and 
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on the basis of the standard rate of income-tax then in 
force, to provide for the annuity and for the other life 


~ annuities bequeathed by the will. Subject to the pay- 


“m 


- 


"A 


ment of the annuities, the annuity fund was to be 
held on the same trusts as those concerning the 
balance of the estate. 

The testatrix’s estate was insufficient to constitute 
the annuity fund directed by the will, and the execu- 
tors arranged to provide for the annuities by pur- 
chasing corresponding annuities from the testatrix’s 
children, and by appropriating a purchased annuity 


.. of the same amount to each annuitant as security. The 


“annuitant (and all the other annuitants except two) 
wrote letters to the executors agreeing to this arrange- 
ment and agreeing ‘that the executors shall hold the 
annuity purchased as sole security for the payment of 
my annuity, and distribute the remainder of the 
estate free from any claim by me’. Thereafter the 
executors paid the annuity (and all the other annuities) 
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out of and by means of the corresponding annuity 
paid to them by the children under an agreement that 
was made between the executors and the children to 
that effect. 

The annuitant in question died in November 1947, 
and the Inland Revenue claimed estate duty, under 
Section 2 (1) (b) of the Finance Act, 1894, on the 
footing that there had been a cesser of the annuity, 
and under Section 43 of the Finance Act, 1940, on the 
footing that there had been a disposition or deter- 
mination of the life interest represented by the annuity. 

Held, (1) that there had not been such a cesser of 
interest, by the falling in cf the annuity in question, 
as to give rise to a benefit of the kind contemplated 
by Section 2 (1) (c) of the Finance Act, 1894; (2) that 
there had been neither a disposition nor a determina- 
tion of the will annuity, and that, therefore, Section 
43 of the Finance Act, 1940, did not apply; (3) that the 
claim to estate duty failed. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Auditor in Public Corporations 


Sir, — In a letter by Mr W. H. Roberts, published in 
your issue of July 7th, reference is made to my 
article entitled ‘Control of Public Corporations: 
Functions of the Auditor’ which you published on 
May ob, last. 

I gather that Mr Roberts shares the views which I 

‘expressed concerning the difficulty of devising 
adequate criteria by which the efficiency of public 
corporations may be tested and judged. 

i In his third paragraph, however, he poses a ques- 
tion which seems to call for a reply from me. In the 
first place, I may give the immediate assurance that 
it was not modesty which deterred me from proposing 
a solution on the lines of development of a suitably 
trained internal audit branch within the corporations. 
I am grateful, however, for the raising of the question, 
because it enables me to refer to a point with which I 
did not deal specifically in my article, namely the 
great merit of independence which characterizes the 
professional, as distinct from the official, audit. 
Independence of an auditor is it seems to me, open to 
at least two dangers: firstly, that by over-great familia- 
rity and membership of a common service, with those 
whose accounts he is auditing, he may come to view 
their operations over-sympathetically and too much 
from their point of view. Secondly, if the auditor is a 


_~member of the same organization, his channels of 


‘report are essentially to those upon whom his criti- 
cisms, if any, would be likely to fall. So far as the 
Exchequer and Audit department is concerned, whilst 
every possible legal safeguard to its independence 
exists, itis, I feel, liable to some loss of independence 
under the first of these headings. So far as internal 
audit organizations are concerned they have, in my 


experience, undoubtedly suffered under the second. 

Apart from this, whatever the merits of internal 
audit organizations, they are not in my view, suited 
for the purpose of enabling effective criticism by a 
body which would nzed to have some at least of the 
attributes of a general meeting of shareholders. 

I much appreciate Mr Roberts’ remarks and sug- 
gestions, but feel that the remedy is still to seek. 

Yours faithfully, 
London, EC2. H. O. H. COULSON. ` 


Purchase Records 


Sir, — It has been represented that to expedite this 
extraction of morthly profit and loss accounts, 
bought invoices should be entered in an invoice 
register and posted, before being passed, to the imper- 
sonal ledger. 

Before being paid they would go through the normal 
procedure for passing, i.e. be checked as to additions, 
calculations, receipt and inspection (goods inwards 
notes) and be sent, for final passing, to the department 
for which ordered (copies of orders are not yet avail- 
able to the accounts dept). My resulting modifications 
or cancellations of invoice totals would be adjusted. 
No bought ledger is kept. 

My every fibre is outraged at the thought of (x) 
posting unpassed documents to an impersonal ledger, 
and (2) the weakening of an internal check which 
guards against unauthorized payments. Am I being 
old-fashioned? 

It has also been represented that in many busines- 
ses it is a practice to post unpassed documents in this 
way. The opinions of your readers would be appre- 
ciated as to the suitability of this method for a e 


organization. 
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: My own attitude is taat the time taken by invoices 
to complete the cycle of operations for passing should 
be radically reduced (resultingly reducing the in- 
voices ‘received but unpassed/unpaid’) and that 

` unpassed and unpaid invoices should be listed at the 
month-end and reserved on the appropriate imper- 
sonal ledger account. 

Agreed there is little, difference between reserving 
for an unpassed invoice and actually posting this - 
but what a difference l! `. : 

. _ Yours faithfully, 
London, SE19. `` E.C. SHANKS, A.C.A. 


Orthodex Profits 


Sir, ~ Mr Briscoe, in his interesting article entitled 
‘A Case for Orthodox. Prof-ts’, in defence of ‘historical’ 
cost deductions in profit calculations, published in 
your issue of July 7th, 1951, ranges so far and wide 
as to leave one wondering how we dare make any 
accounting entry until we have worked out its 
possible consequences on the standard of living in 
Port Said and points east. 

Curiously enough, he recognizes that there is such 
a thing as truth in profit ascertainment. It.is remark- 
able that he supports overstating business profits, 
apparently merely because recipients of fixed interest 
cannot be allowed to deduct depreciation in the real 
value of their investments in: ascertaining taxable 
income. (Incidentally-he does not give his reasons for 
deciding that this deduction cannot be granted.) 
Why the assumption that justice is achieved by 
ignoring rising prices in all cases? In one case, the 
whole of a firm’s apparent profits of £10,000 may 
be eliminated if changes in the value of money were 
adjusted. In another, profits of £100,000 may be 
inflated by only £10,000 by this influence. 

Mr Briscoe’s assumption that he is meeting 
‘replacement cost accountants’ on their own ground 
is incorrect. That the ‘ortodox’ method. under- 
mines the financial stability of business does not 
constitute the case for adjusting for a fall in money 
values. It is a comment on the consequences of mis- 
statement, not a proof of er-or. The correct pro- 
cedure for ascertaining profit je a matter for careful 
theoretical consideration as a basis for the- SS 
ment, of reasonably convenient rules. 

-Mr Briscoe’s comments atout . what revenue a 
trader is ‘entitled to’ are quite „baffling. Apart from 
restrictive price controls a busiress’s money revenues 
increase, more or less proportionately with the fall in 
value of money. ‘Orthodox’ figures of profits, how- 
evet, increase. more. than proportionately, _ but 
between. two otherwise identical firms, ‘the results 
would depend on the age of the plant and the differ- 
ing historical cost. As such, tke “replacement cost 
accountant’ is not concerned with what prices a.firm 
‘ought’ to. charge, but simply with. the elimination 
of the extra margin attributable to the reduction in 
money values which the firm’s accounts would 
otherwise: wrongly show as earned. 

The appeal to ‘fairness’ is a- “considerablé red 
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herrirg. There is no reason to think that ‘the Com- 
panies Act uses ‘fair’ in the sense Mr Briscoe suggests, 
~and if it does, truth is mentioned first. If Herr A? 
bought a ton of something one day for 100,000 marks, 
and scld it in a week for 1 million marks, and if in 
the msantime the daily cost of- keeping alive had 
risen ftom 190,090 to 800,000 marks, then he would not 
have made goo,ooo marks profit. He would, of 
course, be better off than Herr B. with a government 
bond fcr 100,000 marks, and that is a large question; 
but, in dealing with this question, let us not begin 
with the idea that Herr A. made a spendable taxable 
profit of 900,000 marks. ne 

According to Mr Briscoe, although only 900,000 
is ‘fair’, both go0,000 marks and 200,000 marks are 
‘true’ profits. The word, ‘truth’ is indeed becoming 
more debased than the pound if we are to accept this 
remarkable proposition! 
Yours faithfully, 
Londor, Wt. HARRY NORRIS. 
Ss, — I vefer to the article entitled ‘A Case for 
Orthodox pzofits’ by Mr H. A. Briscoe, A.C.A., which 
appears im your issue of July 7th. In theory, there is 
undoubtedly much to be said for Mr H. A. Briscoe’s 
argument that it is unfair to protect the equity holder 
by giving, him the benefit of- replacement cost 
accounting. 

. But as a.ways there is another ` viewpoint. To a con- 
siderable extent inflation here has been deliberate, It 
is not necessarily wrong for those who can or choose 
to do so to protect themselves from inflationary 
losses, particularly those which are political in origin: 
We should level our strictures at those who have so 
light-heartedly played with this most dangerous 
force, so easy to loose and so hard to control, rather 
than at those who try to minimize its effects, which a, 
morally they may honestly regard as little better than 
robbery. 

Surely no accountant would advise his clients to 
insure their property for cost price only, or would sell 
his own house for precisely what he paid for it? If he 
did, he would soon lose both his job and his savings. 
Then why should not. commercial undertakings 
endeavour tc protect the real value of their share- 
holders’ inveztments? 

Yours E Gun 
New Malden, Surrey. J. F JUPP. 
Str, — In his article defending orthodox profits in 
your issue of ‘uly 7th, Mr H. A. Briscoe, A.C.A., does 
not sufficiently distinguish between the -effects of 
replacement accounting, as such, and the results of 
using the resultant lower profit as. an excuse for 
higher prices. By taking into account real money” 
wealth, rather than money values, replacement 
accounting discourages the: distribution of real 
wealth and tencs therefore to be disinflationary, com- 
pared with the orthodox. It is no criticism of this 
technique that the business man might try to in- 
crease his prices in the knowledge of his ‘true’ profits. 
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The method merely indicates his position relative to 
real wealth and it is oversimplification to suggest that 


-shigher prices will result somewhere. Market demand 


and competition are more influential price factors 
than changes in accounting methods. 

Further, to assume that higher prices result from 
replacement accounting is to presume that a business 
man fixes his prices lower than the market will bear, 
which is at least disputable. (The special cases of 
‘cost plus’ prices are usually regulated by agreements 
and are not affected by changes in accounting 
methods.) 

„> I would also venture to inquire, at the risk of 
` incurring contempt, what validity the single venture 
principle has for industry where high capital invest- 
ment necessitates continuity for many years, and zhe 
outside shareholders’ interests are to be protected. 
Both requiring the analysis of changes in real wea_th. 

The writer undermines his case when he notes vith 


_ joy that the business man does not distribute all his 


income, but reinvests in his concern. Replacement 
accounting assists him by indicating the effects of this 
on his real money wealth. 
Yours faithfully, 
\ T. WEATHERBY, A.c.w.a. 
Stockport, Cheshire. i 


Conscience Money Payments 
SIR, — In reply to ‘Sheldon’, whose letter is published 
in your issue of July 14th, some yeats ago, during a 
back-duty investigation, I found that the client had 
paid, anonymously, a considerable sum as conscience 
money — but not in excess of the agreed settlement. 
On agreement I promptly asked for the payment to 
be taken into account. With great consideratiom the 
Revenue noted dates, place of posting, amount, etc., 
and, having traced the transaction, credited it in 


dh full with rate of interest equivalent to the matter. 


~ 


5 


` Sir, — Further to my letter under the above heading, 


Yours faithfully, 
JOHN MITCHELL. 
Newcastle upon Tyne, 1. 
Sir, — In reply to ‘Sheldon’s’ query in your issue of 
July 14th, prior to the war I had a case where three 


. partners had made improper returns and underpaid 


tax. One partner, to compensate, paid in ‘conscience 
money’. When the matter came to light and tax and 
penalty had been paid, application was made for 
return of the ‘conscience money’, which was refunded 
without question upon proof of identity being 
forthcoming. A fortiori, as no returns had been made 
in your correspondent’s case, repayment should be 
forthcoming, upon proof of payment by the taxpayer. 
Yours faithfully, 
FAIR’S FAIR. 


Relief Loss on Furnished Lettings 


published in your issue of July 7th, it is interesting 
to note that the appeal in Littman v. Barron, the 
case to which I referred, has been allowed. l 

“The present. position is that an excess arising 
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under Section 15 (1) of the Finance Act, 1940, is a 
profit to which Section 27 of the Finance Act, 1927, 
relates and that, therefore, deficiencies of rent can 
be set against the excesses. g 
Yours faithfully, ` 
Enfield, Middx. BERNARD D. WINTERS. 


Road Haulage Compensation 


Sir, — With reference to the article on ‘Road Hauliers’ 
Compensation’ published in The Accountant of 
June 2nd, 1951, the following letter received from the 
panel accountants in respect of a client for whom we 
are acting and dated June 2oth, 1951, may be of 
interest: 

‘J am instructed to inform you that in view of the 
decision of the Transport Arbitration Tribunal in 
the case of C. & G. Yeoman with regard to the 
deduction of remuneration for partners’ services the 
Commission propose that .the negotiations be 
suspended pending the determination of the question 
by the Court of Appz2al. Alternatively, the transferor 
can, of course, make application to the Tribunal to 
determine the amount of compensation payable.’ 

Yours faithfully, ` ` 
L. H. BENTEN & CO. 
Bishop’s Stortford, Herts. 


The Qualified Accountant in Industry: 
A Suggested Supplementary Course ` 


Sir, — For many years past there has been a growing 
recognition of the fact that the preparation of monthly 
industrial and commercial accounts for management 
purposes involves technical problems which do not 
exist at all in external auditing work. So far attempts 
to include this field of accountancy in the examinations 
of the senior professional qualifying bodies have met 
with little success, and I believe-that the reason is this: 
The professional training for an accountant is based 
upon auditing practice, which is static in the sense that 
it deals with completed accounts, checking for 
accuracy and adjusting for correct practice in 
allowances, taxation, etc. Being a static procedure, 
recommendations fer optimum practice can be safely 
made, as the results are there and need only to be 
considered in the light of past events already 
historical. 
Industrial accountancy, on the other hand, is 
essentially dynamic; the monthly trial balance has to 
be taken out no matter what is going on, and closing 
stock values must be assessed by some empirical 
method. It is impossible to lay down more than 
optimum recommendations for procedure, since 
circumstances are inevitably variable, and Oe 
accountant must use his judgment in the light of his 
technical background of accounting principles. 
Methods that might be correct in one case might be 
unsuitable in another, but in spite of this a great 
many concerns possess expert industrial accountants 
who bring out accurate monthly results, having added | 
to their technical training such additional standards, 
often learnt by trial and error, as will provide the 
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managing director with the guidance that he requires. 

Could not, therefore, this problem of providing 
adequate training for accountants who work in 
industrial and commercial undertakings be solved by 
accepting the existing recognized professional training 
on the auditing basis as at present, and adding to it, 
for the benet of those who take up work in industry, 
a further specialized course of a comparatively brief 
nature in industrial accountancy? 

Such a course could be prepared without difficulty 
>y a small committee of industrial accountants and 
industrial managers; the educational authorities 
would, I feel sure, gladly co-operate, and the senior 
professional accounting bodies might be prepared to 
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recognize the examination by endorsement on their 
own qualifying membership certificates. This last 
point, though it would set the seal of official approval: 
to the course, is not indispensable; the main thing is 
to provide the training which so large a proportion of 
accountants in industry at present lack. 

A sch2me of this nature would avoid the necessity 
for any change in the existing examinations of the 
professicnal accounting bodies, and so get around the 
obstacle which has for so long stood in the path of 
the recagnition of industrial accountancy as a 
specialized field. 

Yours faithfully, 


T. G. ROSE. * 


Londor, NWS. 


THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS 


Results of Examinations held May Ist, 2nd and 3rd, 1951 


SUMMARY OF RESULTS 


Inter- Pre- 

Final mediate liminary Total 

Candidates Awarded 
Honours 6 9 - 1s 
Candidates Passed 189 339 42 570 
Candidates Successful 195 348 42 585 
Cendidates Failed oe AIS 437 96 948 
Candidates Sat 610 785 138 1,533 


FINAL EXAMINATION 
Honours Candidates (6) 

S-evenson, Reginald Percy, Ilkeston. (First Certificate of Merit 
ara First Prize.) 

Hunt, John Harvey, Portsmouth. (Second Certificate of Merit 
ard Second Prize.) 

FEidge-Partington, James Patrick Seymour, London. (Third 
Certificate of Merit and Third Prize.) 

Viebster, Thomes Henry, Morecambe and Heysham. (Fourth 
Certificate of Merit.) ; 

Smallwood, Kenneth Cook, Middlesbrough. (Fifth Certificate 
of Merit.) 

harya, Senapur Panduranga, Bombay. (Sixth 

Ceriificate of Merit.) 


Candidates Passed (189) 
Astzon-under-Lyne, Jackson, William James. Barking, Watt, 
Archibald George, Belfast, Bell, Robert Leslie, B.coMm.sc.; 
Morrison, William Stanley. Birmingham, Bennett, Barrie John 
Artur; Hawkins, Cyril James; Hilton, Cyril; Hyam, Frank 
Hyman; Kenwrigh:, Joseph Arthur; Wass, Norman Taylor; 
Ya-cley, John Walter. Bolton, Birch, Ronald. Bournemouth, 
Brown, Ronald George Douglas; Guard, Grenville Lemon; 
Mey. Leslie John; White, Charles Arthur Derham. Bradford, 
Akester, James Raymond; Hanby, Fred; Rodley, Kevin Cyril. 
Bridgend, Down, Gordon Harold. Brighton, Pelling, Dennis 
Arthur; Potter, Frederick Brian. Bristol, Norton, John Edward 
Foekes; Peel, Ronald. Burton-on-Trent, Gardner, Malcolm 
Artnur. Calcutta, ~Basu, Prashanta Kumar, M.sc. Canterbury, 
Howes, Leslie Walter. Cardiff, Poley, Lester Charles; Randall 
William Géorge; Sparkes, David John Charles, B.A. Chesterfield, 
Brier. James Allan. Douglas, Corlett, James Daniel Fynlo; 
Garrett, John Lionel. Dunfermline, Ness, James Stein, Exeter, 
Riche-ds, Wilfred Eric. Gateshead-on-Tyne, Steel, William. 
GilEngham, Dorset, Moore, John Horatio. Gloucester, Gower, 
Olive: William; Trenfield, Dennis Walter Stuart. Halifax, 
Whz-tcley, Raymond. Haverfordwest, Symonds, Henry McKenzie. 
Hitchin, Simmonds, Douglas Warwick. Huddersfield, Cardno, 
Peter Chilton. Hull, Clark, Bernard; Dobson, Peter; Harris, 
Ronald; Lightowler, John Craven; Mitchell, Fred Debney; Moss, 
Frark William. Johannesburg, Creecy, Ronald Gordon. Keswick, 
Pridxore, Henry Denwood. Kettering, Burditt, Geoffrey Bculter; 


M.COM., 


Wells, John Luzher, Keighley, Harris, Desmond Wright. Kingston- 
on-Thamez, Brett, James Arthur. Leeds, Brailsford, John Samuel; 
Stewart, Roy; Thompscn, Harold; Windsor, Eric; Woodhead, m’ 
Raymond. Leicester, Bates, Edward Laurence; Baxter, Roy 
William; Dennis, Charles Geoffrey Dixon; Howard, John; Lee, 
Cecil Stephen; Smith, Eric. Liverpool, Ashton, Frank Charles; 
Moon, Alexander Gorden; Pate, John; Rothwell, Robert Kenneth; 
Sealey, Donald Philip. London, Armitage, Eric Leslie; Baly, 
Patrick Thomas; Barnes, Alan Frederick; Beard, Ernest James; 
Bennett. t Sidney; Bolton, Frederick George Edwin; Boorman, 
Ibert Edwerd Camburn; Botting, Maurice Philip; Bowden, 
Geoffrey; Bustard, John Stanley Mears: Carr, Kenneth Edmund; 
Carter, Peter Jchn; Chandler, Leonard David; Clark, Frederick 
Charles Hen-y; Cockell, Allan Richard; Daly, Norman Brian; 
Da Silva, Leonel Maria Gomes; Davie, Peter Charles; Dixon, 
David Alfred Downes, William Dennis; Fish, Frederick Frank; 
George, Ernest John; Glass, Sydney Andrew; Gold, Sidney; 
Graham, Bran Donald George; Heather, Thomas William; 
Holden, Harald Victor; Jones, John Richard; Jones, Kenneth; 
Kale, John Rezinald; Keeling, Frederick Alexender; Keen, 
Alfred George; King, Basil Richard; Leake, Dennis Thomas; 
Legg, Henry Thomas Bernard; Leigh, David; Lowe, Dennis M 
Eric; McGowan, James Edwin Charles; McGuire, Alexander; 
Maloney, Christopher Ronald; Mattingly, Leslie Albert; Miller, 
Raymond Peter; Moore, Sydney Dennis; Murphy, John Declan; 
Nevill, Stanle> Francis; Ogle, Alex Geoffrey; Page, James Edwin; 
Palmer, Eric Anthony; Potter, Edward; Ray, Eric Arthur; 
Ritchie, Stanley Arthur; Roberts, Hedley William; Rose, Bernard; 
Rosenbluth, Ernst Emanuel; Shaw, William Edward; Stubbing- 
ton, Kenneth Arthur; Sutton, John Derek; Tennant, Victor 
William; Tickner, George Edmund; White, Arthur Leonard; 
White, John Francis; Wickencen, Robert Charies; Wilson, 
Geoffrey Ernest; Wilson, John Vertue; Witchalls, Frederick 
Edward John. Luton, Wilscher, Kenneth Frank, Madras, Thomas, 
Panampunneyi John, pa, Maidenhead, Wheeler, Derek Alfred. 
Manchester, Abbott, Deris Edward; Baskerville, Roy; Buller, 
Alan; Guest, Walter; Hanley, Alfred Peter; Livesey, Lawrence 
Arthur; Mitchell, William John; Skermer, Ronald; Smith, Peter 
Lees, B.A. Mansfield, Gill, Leonard. Marlborough, Deane, Harold 
Walter. Nawo2i, Trundell, Ernest Harry. Nelson, Morrell, 
Norman. Newcastle upon Tyne, Glenn, Cecil; Hall, Raymond; 
Ibbotson, James Ernest; Swan, Denis Alexander; Waites, Arthur 
Newport, Mon. Pulsford, John Henry. Newton Abbot, Coles, 
Frederick Ellbtt. Northampton, Underwood, Brian Reid. 
Nottingham, Bell, William Raymond; Lewis, Harry Frederick; 
Walker, Johr Michael Henry. Plymouth, Stone, Jokn Duncan. 
Pontypridd, Hazris, Creighton. St Annes-on-Sea, Rica, Kenneth . 
Higham. St Arsiell, Medlin, Lawrence Vivian Thomas. Scar- $ 
borough, Johnsen, Eric. Sheffield, Bradbury, Dennis Egerton 
Brayshaw; Keating, Francis Arthur; Lister, Thomas Raymond. 
Shrewsbury, Nezle, Philip George. Southampton, Harding, Brian 
William. Sout end-on-Sea, Porter, John, B.A. Stalybridge, 
Huxley, John. Stockton-on-Tees, Jackson, William Kenneth. 
Sunderland, Bagzott, Robert David; Clarke, Frederick Raymond; 
Davison, John Dexter. Swindon, Averies, John David: Newman, 
Derrick William. Waterford, Breen, Anthony Michael. Windsor, 
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Golledge, Norman. Wisbech, Turner, David William. Wolver- 
hampton, Green, Harold Ernest; Pitt, Leslie James. York, Brooks, 
. Walter; Cook, Reginald, aa: Vincent, Harold Cerdic. 


INTERMEDIATE EXAMINATION 


Honours Candidates (9) 
Willson, Stanley William, Birmingham. (First Place Certificate 
and First Prize.) 
Breton, Gerald David, Leeds. (Second Place Certificate and 
Second Prize.) 
Fuller, Thomas Alfred, Kingston-on-Thames. (Third Place 
Certificate and Third Prize.) 
Beaver, David William, Southport. (Fourth Place Certificate.) 
Gross, Alexander, London. (Fifth Place Certificate.) 
Plumpton, Allan Lionel, London, (Sixth Place Certificate.) 
Bullock, John, Leicester. (Seventh Place Certificate.) 
~, _ Simpson, Leslie Gordon Richard, London. (Eighth Place 
_¥Certificate.) 
Gentleman, Robert George, Dublin. (Ninth Place Certificate.) 


Candidates Passed (339) 
Armagh, Wilson, Donald Ian. Aylesbury, Lowe, Donald Edward. 
Bacup, Hinchcliffe, Herman. Bath, May, Kenneth Stanley. 
Beaconsfield, Harding, Derek Lionel. Bedford, Jordan, Lawrence 
Arthur Ward. Bexleyheath, Purchase, Gordon Richard. Birm- 
ingham, Bate, Thomas John; Dixon, Leslie Albert; Heathcote, 
James Arthur; Lewis, James; McCrindle, Alastair David; Morgan, 
Robert William; Small, James Donald. Blackburn, Wilkinson, 
Frank. Bolton, Holt, William Buckley. Bombay, Dhanbhoora, 
Cavas Darasha, B.coM.; Mistry, Dinshaw Maneck; Tata, Yazed 
Homi, B.com. Bournemouth, File, Legh William; Knott, Derek 
Cecil Charles. Bradford, Harrison, Derek; Hodgson, Frank 
\ Warris; Holmes, Douglas; Ingham, Geoffrey. Brighton, Compton, 
Maurice Louis; Rignell, Dudley James, Bristol, Brown, Leslie 
` William; Collard, John Lewis; Pritchet, William Henry. Burnley, 
Lomas, Bernard. Burton-on-Trent, Clarke, John; West, Reginald 
Lawrence. Bury, Dean, Kenneth; Holt, James; Howard, Samuel. 
alcutta audhuri, Bimalesh Ray; Sen, Dilip Kumar. Cam- 
1 bridge, Lowe, George; Romano, Angelo Nicolino. Cardiff, 
Barnes, Thomas Fredrick Harding; Johnson, David Morgan; 
Spargo, Kenvyn. Carlisle, Batey, James Derek; Hall, John. 
Chester, Harper, Ronald. Coalville, Atkinson, David Rowland. 
. Colchester, Pike, Thelma Elizabeth; Scott, John Whitlock. 
Coventry, Balls, John Leonard; Gibbons, Laurence Tony. 
Croydon, Long, Derek Martin. Derby, Gillanders, William; 
Ravendsale, Robert Cyril. Dewsbury, Whiteley, Jack. Doncaster, 
Johnson, David. Dorchester, Rimmer, John Edward. Dublin, 
Donnelly, John Gerard; Fagan, William Desmond; Kenna, 
Roderick; Langan, Patrick Joseph; O’Connor, Declan Patrick; 
Riall, Raymond Joseph Patrick. Dudley, Homer, Michael 
Lawrence. Dunfermline, Colman, George Mowatt. Dumfries, 
Coppock, John Trevor; Farries, Dorothy Grierson, M.A. Edin- 
ees, Clark, Donald; Clarke, Thomas David. Elgin, Field, 
Robert Baden, Exmouth, Snell, David Massey. Feltham, Schon- 
hut, Derek Edwin. Folkestone, Davies, Alan John Frederick. 
Glasgow, Crawford, Duncan Stalker; Rankin, Fraser Henry. 
Glastonbury, Davis, Richard Alan. Gravesend, Cartwright, 
Anthony Henry Arthur. Grimsby, Sellar, Sidney Jack. Halifax, 
Greenwood, Michael Hugh Rendell. Hastings, Thomas, Alan 
Edwin. Huddersfield, Field, Kenneth Noel; Furness, George; 
geen? Kenneth; Kenworthy, Eric; Wilkinson, Brian. Hull, 
atty, Raymond; Berridge, Harry; Cropper, Leslie; Curtis, John 
Ernest; Dobson, Clarence Conrad; Drury, Gerald; Markham, 
Dennis; Midgley, Arthur Leslie; Richardson, Kenneth Gordon; 
Stockton, Geoffrey; Suddaby, Gilbert Peter; Wetherell, Alan 
Harrison. Ipswich, Gayfer, Jack.. Kanpur, Bhalla, Anand Prakash. 
Keighley, Hodgson, Fred Hird. Kendal, Thompson, Geoffrey 
Musgrave. Leeds, Dales, John Handsley; Hainsworth, Bernard; 
- Hanna, Hanna Youssif, m.com.; Hardcastle, Trevor; King, 
Leonard; McCormack, Kenneth; Parfitt, Geoffrey Clark; Smith, 
Gordon Chester; Thompson, Eric; Waterhouse, Gordon; Weir, 
James. Leicester, Ashwell, Roger Hillyerd; Boulter, Brian David: 
Charles, Douglas Arthur. Lincoln, Chidgey, Charles Haward; 
Laverack, John Arthur. Liverpool, Brew, George Magnus; 
Fitzpatrick, Joseph Gerard; Goodman, Gerald; Hancock, Allan 
Edward; Knisz, Philip Leslie; Lowther, John Burnett; Patterson, 
Michael Stewart; Preece, Thomas Edward; Roden, Ernest Victor; 
yoran, Francis Thomas; Sharp, John Alan; Sherlock, Donald 
Joseph; Smith, Cyril William Frederick. London, Adams, Stanley 
William John; Akerman, Stephen Richard; Akers, Peter James; 
Allen, Eric Thomas William; Angus, Brian Lambert; Aries, 
David Joseph; Atwell, Ronald Victor; Bailey, Percy Bartholomew; 
Baker, Douglas Robert Pelham; Barkshire, Frank William; 
Barnes, John Henry; Basu, Nihar Kumar, B.A.; Bigley, John 
Victor; Bishop, Ronald Henry; Bloxam, Peter Fraser; Boddington, 
John; Boxall, Eric Richard; Boyce, Dennis William; Brinkley, 
Michael Anthony Stuart; Broom, Douglas Elliott; Bushell, 
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Frederick Reginald; Cartwright, William James; Clemas, Lionel 
Walter Richard; Clinch, Cecil Charles Joan; Cohen, Laurence; 
Coleman, Adrian Harris; Collins, Stanley Simon; Cook, Trevor 
Maurice; Couzens, Leslie Harris; Cox, Harry; Cross, Harold 
William; Croxson, Francis William Collins; Cutler, Eric George; 
Davis, Bernard Roland; Dendy, Terence Arthur Grenville; 
Dennis, Terence James George, D:ffey, Harold Arthur; Donald, 
Robert; Evans, Maurice Roy; Evelsigh, Roderick Jeffrey; Flack, 
John Drage; Gal, Tibor Miklos; Gienotti, David Oreste; Gibbons, 
Leslie Robert; Goodman, Everard Nicholas; Goodman, Har 
Leonard; Gow, Ronald Edward Montagu; Grant, Colin Paul, 
LL.B.; Grimsdale, George Bernard: Hall, Robert John George; 
Hardy, Peter Francis; Hearn, Dennis; Hegazi, Mahmoud Tewfik, 
B.coM.; Hendre, John Francis; Hcok, Geoffrey Peter; Hughes, 
James Martin; I’Anson, Alan Edwin; Inkpen, Richard John; 
James, Ronald Charles; Jarvis, John Edward; Johnston, David 
Horn Sharp; Jones, Alfred Will:am; Klein, Harold; Lacey, 
George Isaac; Lamb, David Cyril; Latimer, Dennis George; 
Levy, Henry; Loosemore, Johr: Henry; Lubell, Ronald; Lush, 
Dennis; Lyne, Peter James; Mansell, Peter George; Mihill, 
Dennis George; Morrison, Albert William; Mortimer, Ernest 
Edward; Newman, Frederick John; Offord, Ronald Samuel; 
Olive, Leslie William; Oliver, James Edward; Packer, Terence 
Alfred; Page, Derek George; Palmer, Anthony William; Peplow, 
Henry Stuart; Pollard, John Bernard; Reynolds, Neil George; 
Richards, Lawrence Henry; Richardson, John Kenneth; Ridler, 
Frederick; Riseley, Clifford Frederick; Rosling, Edward John; 
Roullier, John Harry; Ruby, Alfred Thomes; Ryall, David John; 
Shapcott, Peter William St George; Shipman, Louis Percival; 
Smith, Michael Percy; Tait, Murdoch Owen; Tovey, Donald 
Edwin; Turner, Frederick Charles; Turner, Harold Edward; 
Verlander, Ronald Vincent; Verreck, Leonard George Henry; 
Welland, John Francis; Weston, Clifford Ronald; White, David 
William; Whittall, Alfred Percy; Witkins, Alfred Percy; Williams, 
John Robert; Wise, Jack; Wood, Norman Davies; Yates-Mercer, 
George Lewis. Luton, Manton, Stanley Cyril. Maidstone, Fuller, 
Brian Harold. Manchester, Allen, Gordon; Bishop, Arthur; 
Clarke, Neville; Deacon, Robert Wiiliam; Edwards, George Alan; 
Goddard, Dennis Higham; Gowsr, George Dennis; Jones, 
Ernest Arnold; Lappin, Ralph Edward Rodger; Lees, Keith 
Edmond Coulthard; McAlice, Eric; McPhee, Donald Frederick; ` 
Scott, John Peter; Shuttleworth, Norman Frank; Taylor, Brian; 
Tratalos, Terence; Walker, Robert. Margate, Fowles, William 
James. Middlesbrough, Barry, Gerald Robert; Cook, John Alan; 
Dixon, John Edward; Gill, Alan; Heap, John Peter Wilkinson. 
Nairobi, White, Christopher Frank. Newcastle upon Tyne, 
Bayfield, Sidney; Hawkins, Bernard Harry; Mack, John Glyn; 
Meldrum, John Denholm. Newport, Mon, Clark, Donald William; 
Hockey, Ronald Christopher. Newton Abbot, Ireland, Dennis 
Lester Roy. Northampton, Perkins, John Newitt. Nottingham, 
Hancock, Douglas Harold; Heaps, John Howarth; Johnson, 
Arthur Ralph; Norman, Arthur Clitford; Pepper, John Douglas; 
Smallman-Raynor, Ernest John. Oxjord, Walters, Ivor. Paignton, 
Truman, Leslie Samuel Alfred. Ply mouth, Franks, David John; 
Priddy, David; Tucker, Patrick John. Poole, Sartin, Denis John. 
Preston, Johnstone, Henry; Rawlinson, Robert Gerrard; Sudell, 
Francis Gregory. Radcliffe, Jackson, Alan Reginald. Ramsey, 
Kneale, Robert Arthur. Redruth, Darlington, Herbert Terrill. 
Romford, Monger, Peter Gordon Frederick. Rushden, Roberts, 
Pamela Mary, M.A. Sale, Coombs, Brian James. Settle, Beattie, 
Arthur. Sheffield, Beasley, Derick Gordon; Doman, Derek 
Stanley; Horsfield, William Jasper; Illingworth, James William; 
Peace, Derrick; Spittlehouse, James. Skegness, Atkinson, Robert 
Alan. Sligo, East, Charles Kenneth Carter. Southampton, Baker, 
Alan John; Lyon, John Frederick; Snook, George Frank William, 
Southend-on-Sea, Hobbs, Robert William. Southsea, Cole, 
David George; Packer, Michael Arthur; Robson, David George. 
Stafford, Hancock, Peter. Stroud, Price, William Barclay. 
Sunderland, Embleton, Edward Victor; Hunter, Alan Nathaniel; 
Pickering, Kenneth. Sutton, Byford, John Arthur. Swansea, 
Beynon, Leslie Byron; Owen, Sidney. Torquay, Patton, John 
McKay. Wakefield, Rhodes, Harry. Waterford, Deevy, John 
Kevin. Wednesbury, Tyler, Percy Gilbert. West Hartlepool, 
Chapman, Robert Geoffrey; Davisor:, Peter Gordon, Weymouth, 
Gibbons, Mary Amanda; King, Alwyn. Wisbech, Salmon, Alan 
Daniel; Upshaw, Eric Lewis. Wolvzrhampton, Beaumont, Alan 
Storey. Worcester, Collins, Gilbert Charles; Smith, John William; 
White, Charles Arthur. Wrexham, Morris, John Vaux. York, 
Allison, Colin; Bollada, Daniel; Cockayne, Maurice; Turpin, 
arry. 
PRELIMINARY EXAMINATION 


Candidates Passed (42) 
Names on request to the Secretary. 


The next examinations of the Society will be held on November 
13th, 14th, 15th and 16th, 1951. Completed applications should 
reach the Secretary not later than Monday, September 17th, 1951. 
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“The Institute of E Accountants in 
England and. Wales ; 


The following is a list of Associates elected to Fellow- 
ship at the Council meeting held on July 4th, 1951, whe 
completed their Fellowship before July 17th, 1951. 


A 


; Associates. stacked Fellows 
Atkin, Ronald William; 1940, -A.C.A.; (Atkin & Co), 
47. Arundel Street, Sheffield, 1, and (Macredie & Evans), 
- Orchard Chambers, Church Street, Sheffield, 1. 

Brown, Leonard Ernest; 1941, -A.C.A.; (Roe, Potter & 

` Brown), Westgate Chambers, Commercial Street, New- 
port, Mon. ` 

Burnage, Charles Churchill Hutt; 1940, AC.A.; (Gibson, 
Appleby & Co), 20 Bloomsbury Square, London, WC, 

Fox, William George, T.D., MAL 1932, A.C.A; (*Fox E 

. Co), 14 King Street, Leicester. 

Hendry, Alexander Mitchell, T.D.; 31935, A.C.A.; (Wilkinson, 
Chater & Co), 28 Queen Street, London, EC4; also at 
Brighton (Wilkinson, Chater, Kinney & Co). 

Magee, Brian Thomas John, B.com.; 1930, A.C.A.; (Magee, 
re & Co), 77 Ravensdale. Road, Stamford Hill, "London, 


Magee, Charles Ciaran, B.com.; 1932, A.C.A.; (Magee, 

rie & Co), 77 Ravensdale Road, Stamford Hill, London, 
16, 

Martin, Peter Hugh; 1935, A.C.A,; (Miller, Smith & Co}, 
17 Suffclk Street, Pall Mall, London, SW1, and at Fleet, 

Osborn, Cyril Reid; 1932, A.C. Get EE E Coates & Co), 
245 Oxford Street, London, W 

Rees, William; 1939, A.C.A; o. W. Vaughan & Co), 
12 Christina Street, Swansea. . 

pane Henry; 1934, A.C.A; 47-51 Whitehall, London, 


Wilson, Samuel; ‘1932, A.C.A.; 1a Byron Parade, Hilling- 
SC Uxbridge, ee 


(Not in England or Wales) 
Lewis, Kenneth Maynard; 1937, A.C.A.; (Derry & Lewis), 
and (*Peat, Marwick, Mitchell & Co), Manica House, 


Manica Road, Salisbury, Southern Rhodesia, and at 
Bulawayo. 





* placed against a Firm Name signifies that the Firm is 
not exclusively composed of members of the Institute. 


Personal 


Messrs E. B. GrirrirHs & Co, Accountants, of 
152 Lord Street, Southport, regret to announce the 
“ retirement from the partnership of Mr Norman 
GRIFFITHS, F.S.A.A., on the grounds of ill health. The 
practice will be continued in the same premises by 
the remaining partners, Mr A. H. Grirrirus and 
Mr T. HAGUE SUTTON, F.S.A.A, F.T.LL, under the 
style of GRIFFITHS & SUTTON (Successors To E. B. 
GRIFFITHS & Co). 


Messrs’ NATHANIEL Duxsury Son & Co, of 
Alexandra House, 49 Preston New Road, Blackburn, 
announce with regret the death on July 11th, 1951, 
of Mr Joun PercrvaL DUXBURY, F.S.A.A.. who was 
senior partner of the firm. 
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London and District Society 
of Chartered Accountants 


At a meeting of the Committee of the London and 


District Society of Chartered Accountants, held on: 
July roth, 1951, Mr G. D. F. Dillon, B.A., F.c.a., was 
elected chairman, and Mr Douglas A. Clarke, LL. B., 
F.C.A., Was elected vice-chairman for 1951-52. 


In Parliament 
Tax ARREARS: BANKRUPTCY PROCEEDINGS 


Mr Hovcuton asked the Chancellor of the Exchequer 
how many cases of bankruptcy proceedings against 
music-hall and theatrical artistes have revealed’ sums 
owing to the Inland Revenue for income-tax and sur- 
tax during the past two years; and what is the total 
amount involved. 

Mr Jay: Fifteen cases in which the proceedings 
were instituted by the Board of Inland Revenue; the 
income-tax and sur-tax involved amounted to about 


£44,000. al. 
Hansard, July 12th, 1951. Oral Answers. Col. ei 


Income Tax: BOOKMAKERS 


Mr Prrman asked the Chancellor of the Exchequer 
the estimated profits of bookmakers as assessed by 
the Inland Revenue for income-tax purposes. 

Mr Jay: Bookmakers’ profits are not normally 
separately recorded in the Inland Revenue statistics. 
A special inquiry was, however, made by the Inland 
Revenue for the Royal Commission on Betting which, 
as stated on page 160 of the Royal Commission’s 
report, revealed a total assessment of about £3,200,000 


~~ d 


a year for the years of assessment 1948-49 and | 
p“ SA 


1949-59. , , ‘ 
Hansard, July 16th, 1951. Written Answers, Col. Sr. 


` Controller of Death Duties 
Tke Board of Inland Revenue have appointed Mr 
A. T. Evans to be Controller of Death Duties from 
August rst, 1951, in succession to. Sir Francis H. 
Peake who is retiring from the public service. 


Appointment of Official Receiver , 
The Board of Trade have appointed Mr Christopher 
Albert Taylor to be Official Receiver for the Bank- 
ruptcy District of the County Courts of Sheffield and 
Barnsley, with effect from May 15th, 1951. 


Revenue Concessions 


The extra-statutory concessions granted by the 
In and Revenue and in operation on December 31%, 
1949, which appeared in the g3rd report of the 
department and were reproduced in our issue of 
January 2oth, 1951, have now been published in 
leedet form (No. 500), copies of which can be obtained 
from the Inland Revenue. Additions and amendments 
will be included in subsequent annual reports. -~ 
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National Insurance 
- IMPORTANT CHANGES FROM JULY 16TH 


_-Amportant changes in the National Insurarice Scheme 
affecting retirement pensions, widow’s benefits, and 
the allowances for some dependent wives are to 
operate as from July 16th, under an order! made by 
Dr Edith Summerskill, ` _ Minister of National 
Insurance. 


` Retirement pensions Ges We l 
A new feature of the National Insurance Act, isé 
was the increments on retirement pensions which 

` employed and self-employed people could earn by 
-gontinuing in regular work beyond the minimum 
“pension age of 65 (men) or Go (women). From July 16th 
the rate of these increments will be increased from 1s 
to 1s 6d for every 25 Class 1. (employed) or Class 2 
(self-employed) contributions, paid on or after 
that date. The increments on a ‘wife’ s pension paid on 
her husband’s insurance will remain at 1s during his 
life-time, but if he dies before her any 1s increments he 
has earned for her since July 16th, 1951, will then be 
päid. to her at-the rs 6d rate. - 

As. a result of these bigger increments a man who 
now becomes 65 and continued in.a full-time job until 
7o years of age could earn increments of 15s for 

self and tos for his wife if she is not more than 
five years younger than him. This means that he and 
his wife could then qualify. for a-combined retirement 
pension of 75s a week for life. If his wife survived him 

- her pension would then be 45s a week. ` 


Going back to.work . 
Pensioners who reached the: age 65 (men) c orbo (women) 
on or after July sth, 1948, are to be given a period of 
six months from July 16th to decide whether they 
wish to resume full-time employment in order to earn 
bigger pensions.’ Pensioners who take advantage of the 
opportunity will forgo their own pensioris for the time 
being, but a wife awarded a pension on her husband’s 
insurance will continue to draw, her ES if the 
usband re-enters employment. _ 
Fuller details of the scheme are. given in a special 
r piafler N.I. 65 which can be obtained from any local 
National Insurance office. 


Earnings- rules 7 

To encourage those pensioners who do not feel able to 
work full-time to take up part-time work, the amount 
which a retirement pensioner can earn without reduc- 
tion of his pension will be increased from 20s to 40s a 
week from July 16th. Retirement pensioners between 
65 and 70 (men) ‘and 60 and 65 (women) must continue 
to report any earnings over. 40s a week to their local 
National Insurance office. 

- The amount which widows drawing a widowed 
mother’s allowance can earn without reduction of their 


a 


1 National Insurance Act, 1951 (Commencement) Order, 
1951. No. 1213(Cs). H. M.S. O., price 2d. 
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` allowance will be increased from 30s to 6os a week. For 


widows drawing the 26s widow’s pension the amount 
will be increased from 30s. to 40s a week. Earnings in 
excess of these amounts must be SE to the local 
National Insurance office, SE 
Increase of benefit for dependent u wives - ` 

As from July 16th the dependent wives of certain sick 
men will be able to earn 40s instead-.of 20s a week and 
still qualify as dependants for an increase in their 
husband’s benefit. They are wives. of men drawing 
sickness or injury’ benefit, or an’ unemployability 
supplement or a hospital treatment allowance in 
addition to an industrial disablement pension. Hiisband 
and wife must be residing together and the’ husband 
must be incapable of sélf-support and likely to rémain 
so for a prolonged period. 

Wives under 60 of retirement pensioners will also 
be counted as their husband’s ‘dependant and qualify 
for an increase in his retirement pension if they are 
earning not more than gos a week.. The. only. condition 
is that husband and wife are residing together. ` 

The Ministry of National Insurance has no informa- 
tion about'the beneficiaries who will be affected by this 
change. Those who think: ‘they ‘may: be‘able.to benefit 
from:it should thereforé get ‘into touch with their’ local 
National Insurance office as’ SE as possible. i 


' The Institute of Municipal Treasurers 
: ‘and Accountants: -> - 
C STATISTICAL RETURNS 

The education: service of county boroughs and the 
County of London, and the fire services: provided by 
county borough, London County Council and joint 
county and county borough fire brigades, form the 
subject of two statistical. returns! recently published 
by the Institute of “Municipal Treasurers and 
Accountants. Each return is the second of its type 
to be compiled and each covers the year 1949-50. 

The return on education shows that the total’ net 
expenditure of. all. authorities which was chargeable 
to fates and Exchequer grants amounted to 
£239,870, 102; of this figure over £80 million went to 
primary -schools, over £60 million to secondary 
schools, and the provision of milk and meals accounted 
for £22, 686,322. The cost.to each 1,000 of. population 
of the education: services amounted to £5,504.35. . 
. The fire services. return lists the personnel and 
appliances of. each brigade and analyses, expenditure 
and income per. 1,000 population. The 1949-50 
rate-borne cost of London County Council brigades 
totalled £956,350,. and (he total expenditure: of - all 
authorities on their-fire services during the yor is 
given as £3,821,266. - ; 





1 Education Statistics, 1949—50, 5s net, each additional o copy 
2s 6d net. Fire Services Statistics, 1949-1950. 2s’ net. 
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The Institute of Actuaries ` 
Of the candidates who sat for the examinations of the 
Institute of Actuaries at seven centres throughout the 
United Kingdom and Eire from April .26th to May 
11th last, thirty-eight have qualified for fellowship of 
the Institute and fifteen for associateship. 


Actuaries’ Investment Index 
The following table is a brief extract from the latest 
figures furnished to subscribers to the Actuaries’ 
Investment Index, which is undertaken jointly by 
the Institute of Actuaries and ‘by, the Faculty of 
Actuaries in Scotland: 





Price Indexes 
No. (December 31st, 1938= 100} 





Class of Security 




















British Government Wei per 
cent Consols 
Home Corporations .. 


Investment Trust Detentures 
Industrial Debentures: 
(Productive, Distributive and 
Miscellaneous) 
Investment Trust Preference 
Shares 
Industrial Preference Shares: 
(Productive, Distributive and 
Miscellaneous) 


Industrial Ordinary Shares; 
Productive .. ao 
Distributive 

aneous 


Ail Classes of Industria: Ordin- 
ary Shares combined: 


Ozdinary Shares: 
» Banks and Discount con: 
panies .. 
Insurance Companies 
Investment Trust Companies 





Construction: Geometric average, accrued interest in fixed interest securities 
and bonus issues allcwed for. 
‘Productive’: Aircraft, Building, Cotton, Electrical Manufacturing, etc. 
‘Distributive’: Shipping Stores and Catering. 
‘Miscellaneous’: Companies not included Ee any other heading, 


Annotated Tax Cases 


The first part of Volume XXX of the Annotated Tax 
Cases, edited by Mr Roy Borneman of Gray’s Inn, 
Barrister-at-Law, is published today and contains 
reports, together with notes on the judgments, of the 
following eleven cases: Goodwin v. Brewster (C.A.); 
Harrison v. Lilley (C.A.); Bury & Walkers v. Phillips 
(Ch.D.); Owen & Gadsdon v. Brock (Ch.D.); Littman 
v. Barron (Ch.D.); Silvers Ltd v. Commissioners of 
Inland Revenue (C. Ar Yates v. Starkey (C.A.); 
Owen v. Sassoon (Ch'D.); Standage Power Couplings 
Lid v. Commissicners of Inlond Revenue, Commissioners 
of Inland Revenue v. Homo Metals Radiant Boiler 
Co Lid (Ch.D.); Murray o. Commissioners of Inland 
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Revenue (C.S.; Commissioners of Inland Revenue v. 
Niddrie & Behar Coal Co Ltd (C.S.). 

The annual subscription to the Annotated Tax_ 
Cases is 30s post free, from-the publishers, Gee & co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
ECz. 


£100 Million in New Savings Certificates 
Figures received by the National Savings Committee 
show that from the beginning of February to the 
second week o" June last, sales of the new 3 per cent 
National Savings Certificate (ninth issue) reached 
£100 million, of which £50 million were sold through 
the Post Office, £40 million through the joint stock: 
banks, ard £1¢ ‘million through trustee savings banks:~ 
Savings groups secretaries bought £7 million worth 
of the new certificates for their group members. 

In a messag> expressing his satisfaction that sales 
of the new certificates have exceeded {100 million in 
just over four months, Lord Mackintosh of Halifax, 
Chairman of the National Savings Committee, says 
“There must b2 no falling in these figures. With the 
autumn “Lend strength to Britain” campaign ahead, 
we should be able to keep up the level of sales and so 
sell £300 million worth of certificates in the year.’ < 

~ 


SEVENTY-FIVE YEARS AGO 


From Ẹhe Accountant or JULY 22ND, 1876 
Extract from a leading article 
Sol:citors and Accountants 

A great deal of the disagreement which arises from 
what are supposed to be the conflicting interests of 
solicitors and accountants would be obviated, were it 
always borne in mind that the true spheres of the two 
professions are absolutely distinct. They often run 
parallel with each other; but properly managed they 
need never unculy converge, much less cross to their 
mutual confusion and loss. It is worthy of note thatigly 
far greater number of complaints come from solicitof 
than from acccuntants, and the reason is sufficiently . 
obvious. Before the science of accounts rose into a 
distinct profession, it was generally practised by 
solicitors, with the aid of more or less qualified clerks; 
and a pretty muddle they made of it between them. 
Now, however, they rarely attempt to deal with 
figures, from the fact that in comparison with trained 
and experienced accountants, their incompetency 
becomes so very apparent that competition is out of 
the question. On the other hand, the incompetency of - 
accountants to deal with matters requiring for their dis- 
charge a thorough knowledge of law, is equally patent; 
and, we may add, it is very seldom indeed that they are 
found trespassing upon whatare strictly legal preserves. 
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THE ROYAL COMMISSION 


HE call by the Royal Commission for evidence as to the 
advantages of linking income-tax with social security pay- 
ments and allowances, has resulted in the submission of a 
number of schemes on these lines. However, the failure of all these 
schemes to arouse any enthusiasm in the Inland Revenue has now 
been made manifest, both by that department’s Memorandum on the 
subject, and by the oral evidence of its DIRECTOR OF STATISTICS 
AND INTELLIGENCE. One might have expected’ a reluctance to 
introduce revolutionary changes, and therefore a certain amount of 
special pleading, but it is surprising to find such a devotion to the 
contributory principle in insurance, accompanied by such an 
anxiety to avoid deterring people from earning money and- 
paying tax, matters which might have been expected to be 
outside the Revenue province. The spectacle of the Inland. 
Revenue quoting the Beveridge Report against the Liberal Party 
is a strange one. 
While supporting a continuance of the abstruse calculations 


' which now determine a worker’s tax liability, the Memorandum 


asserts that he is not interested in arithmetic but only in the net 
sum remaining in his pay packet; it is sure that a deduction of 55 
in the £ would be a great disincentive, even though accompanied 
by cash allowances, and paints a sombre picture of the worker 
queueing at one window for his pay, and at another for his 
allowance. It is sure that all those millions of earners who now pay 
no tax are necessarily undeterred by such tax, thus assuming 


‘that the failure of their earnings to exceed their income-tax 


personal allowances is in all cases purely fortuitous. It takes no 
account of those workers who have a fixed traditional standard of . 
living which they feel obliged to maintain, irrespective of the 
relation of their gross earnings with their net earnings after tax. It 
seems to regard the question of disincentive as a purely objective 
one, introducing the expression ‘psychological disincentive’ in 
relation to the special case of a jump in the rate of tax at a particular 
margin. It regards the retention of some of the existing national 
insurance benefits as fatal to a scheme even to replace fixed weekly 
contributions by a flat-rate tax. It makes the point that under the 
scheme it criticizes, a return form would have to be sent to all 
persons whose incomes exceed {600 a year without saying how 
many of such persons do not already receive these forms. Not all of 
them can have a wife and five children. 

Perhaps the most startling thing which emerged at the Com- 


` mission’s second meeting was the fact that the issue of six family 


allowance books can constitute a clerk’s whole working day. If 
the same tempo obtained in the Inland Revenue, the income-tax 
would never be collected. 
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DEPRECIATION AND THE FUTURE 


by H. HODGSON, A.C.A., A.C.W.A. 


It is the author’s view that earnings which cre enhanced Eu the increasingly inflated 

value of output resulting from the use of plant, are not correctly expressed until 

they are offset Ly provision for correspondingly increased replacement cost. Thus, 

he holds, to distribute profits without making this provision and to rely on fresh 

borrowing to revair the inevitable gap in funds when replacement becomes neces- 
sary, is both financially and economically unsound. 


TEEPLY rising prices during the past few - 


years compel attention to the financial 
problem inyolved in providing for the 
replacement of assets at the end of their useful 
lire. Merely to replace ‘original cost’ by means of 
depreciation charges is becoming more and more. 


inadequate, and the problem is aggravated in the 


case of some of the nationalized industries, whose 
‘asquisition cost’, often an apportionment of a 
lump sum purchase price, tears only the broadest 
relationship to the original purchase - price of 
the assets. 

The effect of inflation is felt most keenly by 
those industries whose assets. consist of large 
units of plant of relatively long-life. Because of 


the time-lag in replacement, the temptation to. 
ignore the advance in cost is often present and. 


the figures involyed are considerable. In cases 
where assets consist of numerous small items 
wich constant replacement taking place, the 
danger is usually not so g-eat, as the figure of 
‘original cost’ is automatically much closer to 
that of replacement. Nevertheless, the’ feature 
is still present and should not be ignored. 

- -t is the purpose of this erticle to examine the 
fundamentals of the problem in its accounting 
aspects and to try to detzrmine a reasonable 
approach to it, which wil’ be financially and 
eccnomically sound and at the same time prac- 
tical. Above all it is desired to question the 
viewpoint that increased replacement costs should 
always be met by increased Dorrowing. 


Wages the Key 
Thz key to the problem lies in the considera- 
tion of wage rates, for all costs, both of consumer 
and capital goods, are essentially related to this 
factor. 

The reward of labour has increased steadily 
from the beginning of man’s history until the 
present day, and there are lively indications that 
it will continue to do so. The inference is that 
costs may always be expected to increase, from 
the long term point of view, and are unlikely to 


‘the man-hour, i.e. 
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are difficult because the relatively modern method - 


decrease. Strict comparisons between periods 


cf payment in money has (rightly) replaced the 


former practice’ of payment wholly or partly in 
kind. 

This, however, is merely an obstacle to calcula- 
tion and does not affect the contention. It 
seems clear that the reasons for the increasing 
reward are twofold: (1) the gradually. depreciat- 
ing value of the purely monetary expression of 
gradual inflation causing 
rising rates of pay, and (2) the enhanced effective- 


ness of the man-hour, due to the use of mechanical 
assistance and the techniques of organization. 


The recognition of this distinction is of 
fundamental importance to both industrialists 
and accountants in dealing with fixed assets from 


-the point of view of depreciation. . 


Inflation and Asset Values 
The treatment of the inflationary feature is the 


cardinal requirement,-and "to be effective it. 
demands a clear recognition of the true signifi- + 


cance of money in relation to asset valuation. 
Itis a phenomenon of business, and one which 
the accountancy profession has been prone to 


worship in the past, thet once a cash figure 


is established it is regarded as a+ sacred 


x 


truth. It is forgotten that the purchase price of- 


an asset represents its value at a particular stage 
in the spiral of inflation and does not represent 
the asset itself. The real cash value of an asset 
is determined by its earning power in the 
future and not in relation to its capital cost in 
the past. Herein lies the essence of the justifica- 
tion for providing for replacement value out of 
current profits. It is a truism that all wealth 
represents a title to past, present or future 
man-hours. 

` The technical problem of Oe accountant in 
relation to depreciation is to measure the rate 
of consumption of invested man-hours in the 
conduct of the business, and to assess the true 
earnings which -esult from their use. 


~ 


a 
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The Real Value of Investment 


Both in originating the business and in im- 
h 


‚proving its methods, 


management will seek 
capital and invest it in plant and equipment and 


. the prices to be paid for the assets concerned 


(as well as the assessment of their economic 
value, i.e. the potential savings in terms of 
manual labour) will be calculated in relation to 
the prevailing cost of labour at the time they are 
bought. The tide of gradual inflation rolls on, 
however, and wages continue to increase, so that 
every long-lived asset will naturally increase 
correspondingly in real value (i.e. its worth in 
man-hours) throughout its life, subject to ex- 
haustion in productive processes. This advance 
in real value is confirmed by the fact that the 
savings the asset was designed to effect will also 
increase step by step as wage levels rise. In 
reality, therefore, when labour-saving plant is 
bought, management is buying future man-hours 
the value of which will be governed by the degree 
of inflation prevailing ať the time the saving is 
actually made. 

_As a result, a super-profit is yielded by a 
saving which is thus inflated compared with 
original cost, and to distribute that super-profit 
without providing for the correspondingly in- 
flated cost of replacing the asset is financial folly. 


Effect of Cost Distortion 


Furthermore, there is a distinct danger that a 
manufacturer may be deceived by his apparent 
ability to produce successfully in competition, 


- when in fact the high cost of inefficient manage- 


y 


ment is being offset by under-provision for the 
replacement of assets. Of course he will be 
abruptly disabused when the time for renewal 
arrives, but- it could well be that by then his 
business has irreparably decayed. 

The effect of refusing to include depreciation 
in costs, or to charge it to profit, on any other 
basis than the writing off of original cost, is to 
deny to the capitalist the same rate of increasing 
value for his investment of past man-hours (i.e. 
savings) as accrues to the worker for his contribu- 
tion of present man-hours. The manufacturer 
who does so is not valuing one portion of the 
wealth employed on the same forward basis as he is 
valuing the other, notwithstanding that the results 
of both of them will return to him valued in the 
same terms. 

There are two grave risks attendant upon this 
practice: (1) to bring an individual business to a 
standstill through under-capitalization and, (2) 
to make it difficult for others to trade effectively, 
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by exerting an unwholesome influence upon price 
levels. 


Moreover, from the economist’s point of view 
a full and accurate assessment of prevailing 
inflation tends to be prevented by the under- 
statement of costs (and therefore prices) based 
upon this misconception. 


> 


The Bitter Pill 


There is, of course, great and natural re- 
luctance on the part of most manufacturers to 
adopt the more vigorous point of view, for its 
effect is promptly to shrink profit margins if not 
to extinguish them altogether. It is much easier 
to accept the more comfortable advice that the 
proper way to provide for this ‘run of the mill’ 
inflation is by the provision of extra capital when 
the time comes. It is forgotten, of course, that 
when that time does come the inevitable 
adjustment to cost will come with it, with much 
more disconcerting effect than if the real position 
had been faced and proper provision made 
throughout. 


Technical Problems 


The great problems connected with the estab- 
lishment of a fully regulated financial policy 
are (a) to know the correct provision to make, i.e. 
that which, whilst being sound, does not throw 
too heavy a burden upon ownership at any given 
time, and (5) to avoid violent fluctuation in 
either costs (with their reflection upon selling 
prices) or profits. The settlement of these 
questions demands both a stable basis upon which 
calculations can be made and a comprehensive 
formula to give effect to the conclusions. It is 
the intention, in the remainder of this article, 
to suggest a possible avenue in each of these 
directions. 

One further difficulty exists in that a complete 
revaluation of assets on the basis of their re- 
placement value is both costly and cumbersome 
as an annual exercise, yet at first glance there 
seems to be no other method of assessing the 
correct figure upon which depreciation is to be 
calculated. A simpler alternative is submitted. 


Costing Requirements 
The costing requirement is fairly simply dis- 
posed of by the calculation of the annual sum 
needed to replace current assets at the end of 
their working life, at current replacement costs, 
and the inclusion of this figure in product costs 
upon which selling prices are based. 
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Financing Requirements 
The financial problem on the other hand is 
very much more complex and needs for its full 
solution recognition of a feature which is seldom 
mentioned. This is that although costs may be 
advanced in strict re-ationship to replacement 
values, at the end of the asset’s life only half the 
increase required will Lave been provided: by this 
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A=Fund furnished at end of cycle by increased provision=original cost plus half increase. 


B=Fcnd furnished at end of cycle by full provision=original cost plus whole of increase, 
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Indeed it will be felt quite often that even to 
make the ‘extra’ provision referred to in (3) it 


is toc much to ask a business to provide out of *- 


earnings and that the proper way of raising the 
money is, again, to borrow it. The determination 
of this problem rests at the highest level of 
ownership policy, but if outside help is not to be 
sought at some time in the future, there is no 


Increased provision required to keep costs ir line wit current values. 


„replacement “unds (i.e. doubling the 


3-d ‘Original’ 
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(Geometric progression at 40 per cent per cycle) 


means, assuming an even progression. (See fig. 
1, A, at the end of each life-cycle.) 

Complete financial provision for replacement 
will therefore need: (1) recovery of original cost; 
(2) increased depreciation charges year by year in 
step with inflation; (3) extra provision equal in 
amount to the increasec charges to make good 
the under-provision in tne earlier years; (4) the 
provision of a separate sum required to make up 
any lack of funds due to edherence to the ‘original 
cost’ basis in the past. : 

It may well be impossible to provide the last 
item from current earnings and in any individual 
case correction may have to be sought by recourse 
to fresh borrowing. 


alternative to restricting the distribution of 
profits acco-dingly. 


Assessing the Degree of Inflation 
In seeking a basis of calculation it must be 
borne m mind that we are dealing exclusively 
with the inflationary element of cost. This is the 
feature which is constantly at work in causing 


prices to rise, but it is at the same time being d 


retarded in its effect by improved methods of 
manufacture, which are always at work in the 
opposite direction. The important distinction is 
that whereas the increase is certain and therefore 
should be anticipated, the mitigating advantage is 


Gi 
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far from being predictable, either in time or 
4 value, and should therefore be ignored. 

In order to establish a useful indication of the 
degree of inflation existing at any one time in 
relation to any other, or to attempt to judge the 
likely movement in the future, it is necessary to 
find an economic unit whose value reflects the 
pure effect of depreciating money values and is 
free from the influence of manufacturing methods. 
Moreover, it is necessary to know the main trend 

of inflation, and for this purpose records of the 
value of the unit selected must be available over 


a long period. The longer the period the better, ` 


for experience suggests that wars tend to cause 
not only overall acceleration in the rate of in- 
flation, but temporary distortion resulting in 
surge and decline during and after hostilities. 
(The decline which could have been expected to 
set in after the surge caused by World War II was, 
it would seem, artificially. arrested by the ‘cold 
‘war’, the Korean outbreak and current re- 

SEN It is not suggested that the signifi- 
cance of these distortions should necessarily 
be ignored in the planning of replacement 
finance, but when they are present their re- 
lationship to the main trend should be clearly 
appreciated. 


A Serviceable Unit of Measurement 
Possibly the best available measurement of 
money in this country is the value placed upon 
agricultural land, i.e. the price per acre. Needless 
Ss say the samples selected should be situated 

Ain the deep country free from the influence of 
urban development. Not only is the acre of 
agricultural land a fundamental economic unit, 
but records of prices at which it has changed 
hands throughout the centuries are available in 
many collections of archives, notably those of the 
universities and their colleges. Carefully selected 
samples would reveal the true march of inflation 
and would thus yield reliable comparison between 
values obtaining at different dates. Furthermore, 
though with proper safeguards, the curve can be 
extended to provide a firm indication of the likely 
path for the next few years. In no other way 
does it seem possible to obtain a clear view 
of the relationship of present-day prices to the 
normal order of things which, despite every 
appearance to the contrary, will some day be 
‘restored. Kë 


Basis of Computation: 
With this piece of equipment it is possible 
to begin the computations. The first task must 
be to make a full inventory of assets and to 
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have them competently valued at today’s re- 
placement cost (i.e. today’s value of the actual 
assets listed, not of any improvement). This 
requirement is absolutely necessary to provide 
the -solid fact upon which the whole operation 
will rest. 

Secondly the assets should be grouped accord- 
ing to the lengths of their several life-cycles. In 
many instances of course, where the assets are 
similar, or where a single group dominates the 
whole, one period may suffice, but greater 
precision in the outcome will follow a more 
careful segregation where several groups of plant 
are found to differ in length of service. It will also 
be necessary for an estimate to be made of the 
average age of the constituents of each group, 
for use in determining (a) the amount of provision ` 
which will be required in respect of back years, 
and (b) the hypothetical (or actual) date of re- 
placement. Of course, if the plant. consists of a 
relatively few large items individual calculations 
will be made. 

The calculation of the current annual de- 
preciation charge for inclusion in costs is a simple ` 
one. It consists of dividing the total value of each 
asset group by the number of years in its respec- 
tive life-cycle. Thus the true economic cost 
of the company’s product may be determined 
and selling prices scrutinized for inadequate 
profit margins, 


Overhauling Previous Under-provision 
The question of inadequate replacement pro- 
vision in the past can now be tackled. There 
are two available methods of calculating the in- 
crease in the value of assets. The first is by 
comparing the revaluation mentioned above with 
original cost, where this is available. 

Inconceivable as it may seem to the modern 
accountant, there are many instances where 
original cost is not known, e.g. where all assets have 
been charged to one account which has been 
written down over years without detailed records 
being preserved. In these circumstances recourse 
must be had to the curve of inflation trend 
prescribed above. When the (weighted) average 
age of the components of an asset group is known, 
the relationship of the original cost. of the group 
to present-day values can be read straight from 
the inflation curve at the point of time determined 
by the average age. 

Whichever method is used to determine the 
increased value, the amount required to be picked 
up to provide for it in respect of the period 


.¢lapséd since acquisition can readily be calculated. 


It is submitted that this provision should, in 
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principle, be made out of earnings, though it may 
well be that in many cases the amount involved is 
too. large and borrowing is the only recourse. 


Future Control 

Once the major decision is taken to reconstruct 
finances along the lines suggested and the 
foregoing steps are taken, future control of the 
situation will be relatively easy, at least as regards 
provision, both in costs and finances, for the 
‘increase’ in value. The problem of frequent 
revaluation can be overcome by relating the index 
of. inflation at the time of the basic valuation to 
that at any subsequen: time, and recalculating the 
asset values accordinzly. It is suggested that a 
professional revaluation might well be instituted 
at intervals of, say, frve years, so as not to allow 
the operation to depend too much upon pure 
calculation. ` 


A Special Problem in making Full Provision 
When it is also cecided to make complete 
provision for replacement out of current earnings 
the problem of handliag the ‘extra’ provision (i.e. 
the doubling of the step by step provision for 
current increases) presents a new difficulty. 

At first glance there would seem to be no 
reason why a simple doubling of the increased 
provision should not suffice and indeed, as far as 
mere financial provision is concerned, it would be 
adequate. It would, Lowever, cause pronounced 
unevenness in the profits available for distribution 
due to the steady mounting of the ‘extra’ pro- 
vision as replacement date approached, and the 
sudden contraction immediately after replace- 
ment. Reference to F_g. 1 will perhaps illustrate 
the point by the ‘saw tooth’ profile of the dotted 
line representing the 2xtra provision required in 
each cycle. 

To avoid this undesirable condition, which 
becomes apparent only when the problem is 
` projected over several life-cycles, some means of 
smoothing out the extra provision must be sought. 
The best remedy seems to lie in extrapolating the 
curve of inflation Gerd to the point of the next 
expected replacement date. This, whilst it is 
unlikely to be supported by events with absolute 
precision, will indicats a relationship to current 
‘values which can reasonably be expected: to 
materialize. To divide the total ‘extra’ provision, 
` which will then be shown to be required, by the 
years involved in the life-cycle will yield a sum 
which can be set aside annually to give the 
required amount at the next replacement. In the 
case of an arithmetical progression of inflation, 
this annual instalment would eliminate any bump 
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at replacement date, but if the progression is 
geometric, as in the illustration, a slight bump s. 
will occur, but the effect will be greatly minimized 
by this ‘smoothing’ treatment. (See Fig. 1.) 


Individual Treatment in Every Case 

Whilst these suggestions are advanced in order 
to provide a reasonably practical approach to the 
average 2roblem, no set of general rules can be 
laid down because the effect of facing up to the 
situation will differ with every company according _ 
to its finances, the book value of its current assets, E. 
and the selling price structure of its industry, but 
no time is too soon to lay plans for financial re- 
organization with this end in view. 

Two things, however, are favourable. In many 
cases assets have been written down in the past 
to nomina. values, and selling prices have not 
always been watered down to match. A certain , 
amount of elbow room is thereby available. 

Secondly, the present limitation of dividends ` 
must mean, if it works at all, that there is some’) 
margin between the profits earned and thosé~ 
distributed. 

The accounting procedure will require to be 
designed in close conjunction with management ` 
policy in handling the recovery of depreciation 
as content of sales. Where the depreciation 
included is in fact based on replacement value 
rather than on original cost, the marginal pro- 
vision is often placed to a special reserve account 
and shown separately in the balance sheet. This 
treatment has two advantages: (1) it clarifies in 
the records the writing off of original cost, on the^ 
one hand, and the handling of the marginal 
provision far replacement, on the other; and (2) 
the distinction enables the valuation of stocks to 
exclude or include, as desired, the replacement 


` margin. 


Finally, -t must be said that the operation has 
to be cons.dered quite without reference to tax 
considerations. The effect of this might be cruel 
in certair. cases, but the remedy is to be sought in 


other ways. The somewhat narrow conventions 


of the Inland Revenve attitude should not be ` 
allowed to interfere with vigorous management 
policy. Whilst that attitude towards this major 
problem remains intransigent, the only recourse 
of a free manufacturer must be to adjust his 
selling price to give him the necessary margins. wv 

The teg that ‘the customer pays in the end’ 
is not currently true in many cases. His own 
wages are rising on the flood and despite all the 
hardships of the present situation, he is buying 
many of his requirements at a cheaper rate than 
he should, at the expense of the capitalist. 


w 
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Yyoollaboration with Mr E Beekman, 
‘N.Lv.A., Amsterdam. It was drawn from information 
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WEEKLY NOTES 


An Institute Luncheon 
The President and members of the Council of The 
Institute of Chartered Accountants in England and 
Wales entertained Lord Hurcomb, Sir Edward. Reid, 
Mr P. F. Brundage, Mr Geoffrey Crowther, and 
Mr C. P. C. Smith at a luncheon held in the Oak 
Hall of the Institute on Tuesday, July. 17th, r951. 


Companies and Residence: Profits Tax 


For tax’ purposes an individual can be resident in 
more than one country. Does this apply to a company 
for which the test of residence is the place of its 
central management and control? According to Mr 
Justice Harman it does, although a mere trading alone 
would not establish residence if the central manage- 
ment and control were elsewhere. (Union Corporation 
Lid v. CIR: Johannesburg Consolidated Investment 
Co Lid v. CL R.; and Trinidad Leasehold Ltd v. 
GK (The Times, July 21st, 1951).) 


e ~ The main question in these three cases was the 


interpretation of Section 39 of the Finance Act, 1947; 
which provides special relief from profits tax in 
favour of persons resident outside the United 
Kingdom. 

Subsection (1) deals with a person ‘resident outside 
the United Kingdom’. Subsection (2) refers to a body 
corporate which is ‘not ordinarily resident in the 
United Kingdom’. Subsection (3) refers to bodies 
corporate ‘ordinarily ‘resident outside the United 
Kingdom’, to which subsection (1) or subsection (2) 
of the section applies. Given the fact that a company 
; can have two couńtries ‘of residence, and considering 

‘the change in language between subsection (1) and 
subsection (2), the companies claimed that the relief 
granted by subsection (1) applied to all persons 
ordinarily resident abroad, whether also resident in 
the United Kingdom or not. His lordship rejected 
this claim, holding that in Section 39 the two expres- 
sions ‘ordinarily resident outside’ and ‘not ordinarily 
resident in’ were synonymous. 


The Flexible and Variable Budget 
One of the papers submitted to the Ninth International 
Congress for Scientific Management, held this month 
at Brussels, was a report on the flexible and variable 
budget, prepared on behalf of the Nederlands 
Instituut voor Efficiency by Professor Dr Abram 
Mey, professor of business economics at the Univer- 
sity of Amsterdam, and accountant, N.I.v.A., in 
accountant, 


given by the national committees of U.S.A., Australia, 
Belgium, Canada, Denmark, Finland, France, Great 
Britain and the Netherlands and the differing view- 
points of each were skilfully blended into a most 
interesting dissertation. The flexible budget, accord- 


ing to the definition of the American committee, is a 
schedule of expenditure, predetermined by executive. 
skill, which should reflect both external ‘changes in 
trade and deviations in the internal policy of the 
company. The variable budget is regulated mainly 
by fluctuations in output. Among other problems 
considered at length in the paper, was the question 
rof replacement values and thé effect on the budget 
of the provision therefor. 


The Banks and the Royal Commission 


The British Bankers’ Association has submitted a 
memorandum to the Royal Commission on the 
Taxation of Profits and Income. It points out the 
highly disincentive nature of present direct taxation, 
particularly in the failure of the taxation code to take 
into account the special difficulties caused by in- 
flation, and it disagrees with the conclusions of the 
Tucker Report on the latter subject. We hope to deal 

more fully with the memorandum next week. j 


Pakistan’s Sterling Balances 


Details were given in the House of Commons last 
week of the recent discussions with Pakistan about 
the release of sterling balances. It will be recalled 
that one of the ways in which this country is to aid 
in the development of certain areas in the Far East, 
under the scheme known as the Colombo Plan, is by 
the release of sterling balances. 

The arrangement with Pakistan is not unfamiliar 
in broad outline. Pakistan will transfer £30 million 
sterling to ‘its number one account and this sum will 
be considered as a minimum currency -regervé. So 
far as the number two account is-concerned, the sum 
of £4 million a year will be releaséd for six years 
under the Colombo Plan. If Pakistan finds it necessary 
to make additional calls upon its number two account 
there will be consultations with this country before 
this is done. In addition to the reléases from this 
account, the United Kingdom is to sell Pakistan 
£4 million as an addition to the independent reserve 
which that country holds as a backing for its currency- 

The principles of this scheme are the same as those 
worked: out in ‘the agreement with India, although 
the sums involved are smaller. It was not likely, 
given the India scheme as a precedent, and the need 
for this country to make some contribution towards . 
the financing of the Colombo Plan, that any other 
arrangement was possible. The fact remains, never- 
theless, that there is ample scope under the terms of 
the agreement for Pakistan to alter the amounts. 
involved in its favour. It is doubtful, should the time. 
ever come for such matters to be discussed, whether 
this country will be able to put up effective counter- 
proposals which will prevent further inroads on 
blocked sterling. s 
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Arms and tke Estimates 


This issue went to press before the Chancellor of the 
Exchequer opened the debate this week on the 
economic state of the country. But even on the eve 
of the debate there is evideace that official calculations 
are not going to work out according to plan. At the 
time of the Economic Su-vey, at the end of March, 
imports were expected tc increase by £750 million 
this year due to increases in import prices alone. 
Lord Pakenham offered a revised estimate of [950 


million two weeks ago. For the first half of the year, , 


the excess of imports ov2r exports was about £555 


million on the conventicnal basis of valuation, or, . 
say, around £350 million if allowance is made for the’ 


cost, insurance, freight component in the price of 
imports. The inference tb be taken from the survey 
was that a gap for the vhole of the year of around 
` £450 million could be closed by higher invisible 
earnings and higher recaipts from exports only with 
the greatest difficulty, Most of this gap has been 
created with the year only half-way through its 
course. 


This week, the Minister of Supply declared himself 
satisfied that the rearmament programme is now 
running to schedule and that orders are being placed 
and handled at a rate 3ufficient to put this year’s 
defence task through. This view did not go un- 
challenged in the House of Commons, but if it is 
anywhere near an accura e appreciation of the situation 
-and the Minister is in a better position than his 
critics to assess the rate of progress — the full impact 
of the defence programme is about due to fall on the 
economy. 


So far since the Budget there has been a steady 
increase in prices, but there has been no noticeable 
decline in the standard of living. It remains to be seen 
if that impact is going to increase over the next few 
months. There are some signs, too, that the hoped- 
for increase in produczivity this year of 4 per cent, 
which was expected to take some of the strain of the 
rearmament programme, is going to be difficult to 
realize. 


The economic system is therefore in the peculiar 
position at the momen:, to judge from such evidence 
as there is, that the balance of payments position is 
worse than was expeczed, the defence programme is 
doing all that was expected of it, production may be 
lagging fractionally behind target and yet the public 
is not feeling the strain that it should from such 
conditions. What has ziven way? It could be exports. 
Goods which shoulc have gone abroad may be 
finding an easier, readier home in the domestic 
market. The next few months will show if there is 
some truth in this possibility. If there is, the situation 
-is ominous. Part of the strain has also been taken by 
the import surplus waich has mopped up.some of the 
income of consumers and industry. This, too, is 
disquieting for slender gold reserves should not be 
used to, prop up the standard of Ke under present 
conditions. 
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Lower United States Gold Sales 

The reverse aspect of the worsening external trade ` 
position of several Europezn countries, of which the 
United Kingdom is a conspicuous example, is the 
drop -n the gold losses of the United States. Figures 
have now been issued by the United States Treasury 
setting out the actual movement of gold in the first 
two cuarters of this year. 

In 1950, sales of gold amounted to $1,797 million 
and were notably concentrated in the second half of 
the year. In the first quarter of this year sales amounted 
to about $897 million and in the second quarter they 
were down to some $149 million. In the second " 
quar-er, the United States also bought $94 million ` 
of gald so that the outflow, which took on sizeable 
proportions when the Korean war started, has just 
about come to a stop. It does not seer likely that it 
will >e resumed on a large scale at least for some time. 


‘Volatile capital took its chance to move when the war 


broke out, and any pressure to buy gold coming from 
governments seems most unlikely, to judge from the 
balance of payments trends which are developing at 
the moment in Western and North-western Europe. 

This country remains the largesi customer, at La 
leas: to the date covered by the figures, but that does™ 
not mean a great deal in the face of such a large 
decline in the total export of gold. 


Lower Shipping Freight Rates 
For the first time since the outbreak of the Korean ` 
war last year a notabie decline has been recorded in 
the level of shipping freight rates. According to the 
Chamber of Shipping index, there was a fall of 
12 per cent in the level of rates over the month of June. 

This abrupt change after the index soared from 
just over 70 to 179 in a year has apparently been 
brought about by a variety of reasons. Ministry of A 
Feod requirements for shipping sugar were met ` 
without putting a strain on available tonnage, there 
has bzen an accumulation of shipping in Indian ports 
which has had to be moved in ballast and there have 
been further releases from the United States reserve 
fleet of merchant tonnage. Apart from such factors, 
however, there is no doubt that the armistice talks 
waica became imminent as the month progressed 
cest doubt on the prospect of sustained shipments of 
men and armaments to the Far East. 

The outcome of tne armistice talks is far from con- 
chusive at the moment, but even if there is no cease- 
fire it seems unlikely that the upward movement of 
freight rates would be resumed on the same spectacu- 
lar scale as occurred in the recent past. The disposition 
af the world fleets is probably able to deal fairly 
effectively with any foreseeable demand for tonnage 
arising in the course of the next few months. K 

A shaking-out process was due in freight rates just ` 
zs it is needed in other markets to arrest the headlong 
rush of international prices. A long-term softening of 
freight -rates would be deplored but the market 
eculd stand a decline without seriously i impairing the 
profitability of tonnage. 
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` FINANCE AND COMMERCE 


` Stock markets have suffered considerably from the 
uncertainties which preceded Mr Gaitskell’s state- 
ment on the economic situation. Equity values have 
fallen sharply from the high levels reached earlier in 
the summer. Markets are'still tender and nervous. 


Courtaulds’ Accounts F 
The accounts of Courtaulds Ltd, which we reprint 
„this week, follow broadly the principle of balance 
Y sheet construction recommended by the Institute — a 
succinct statement of the position with the detail in 
separate schedules. Parent and group figures are also 
in one context instead of in separate accounts. 

This confining of the balance sheet to the main 
headings of assets, capital and reserves is a new 
development in Courtaulds’ accounts this year. The 
chairman, Sir John Hanbury-Williams, points out 
in his statement that the Companies Act requires the 
publication of so much detail as to make the accounts 
of a company of the size and complexity of Courtaulds 
appear rather complicated’. 

He suggests that the form now adopted ‘combines 
reasonable brevity with clarity’. The new form will 
be standardized for future years but the directors are 
prepared to incorporate improvements if they feel 
that changing circumstances make further change in 
the accounts worth while. - 


Inflation Problems 


Lengthy reference is made by Sir John to the prob- 
lems created by inflation. Material increase in stocks 
and debtors shown in this year’s figures, he says, ‘do 
_ -hot connote increased real values since the purchasing 
psa of money in this country has followed a down- 
ard trend, particularly during the past year’. Actual 
quantities of stocks, he adds, are currently at a low 
level. The reserve towards the increased cost of 
replacement of materials consumed will be noted. 

In regard to fixed assets, it is necessary, he says, 
to appropriate large sums to meet the rising cost of 
capital replacements in addition to the adequate 
provision for depreciation and obsolescence based 
on original costs. 

Until one takes into account the increased cost of 
replacement of fixed assets and of raw material stocks, 
general stores, etc., Sir John continues, the figures in 
the consolidated profit and loss account, which shows 
a material improvement, are ‘somewhat inconclusive’. 

Whether these items are a proper charge against 
profits or an appropriation out of profits is, he feels, 
a matter of opinion, but there can be no doubt, he 

“ways, that it is necessary to provide for these items 
before any profit can be struck which can be regarded 
as available for distribution, 


Revaluing Fixed Assets 
The possibility-of a revaluation of fixed assets comes 


under consideration of the board from time to time, 
5 


2 
H 


but, ‘as the future is still somewhat obscure,’ says 
Sir John, ‘we do not feel that the time has yet come 
to make any modification in this respect’, Stock- 


_ holders are told that it mag be necessary to raise new 


money for the business but no definite plans have 
yet been made. It may be that this operation will be 
combined with a share capital reconstruction, in which 
connexion Sir John points out, that of the £71 million 
(book values) of net assets, only £32 million is repre- 
sented by capital stock, although the remaining £39 
million is ‘just as much proprietors’ capital as the 
capital stock figures of £32 million’. 

At one point in this report we suggest that the 
board is unnecessarily reticent. Reference is made to 
the satisfactory development of British Nylon 
Spinners Ltd, a company in which Courtaulds is a 
fifty-fifty partner with Imperial Chemical Industries. 
British Nylon Spinners, it is stated, is now on a 
dividend-paying basis, but there is nothing further 
to show whether the dividend is 1 or 100 per cent. 

There has been a considerable public interest in 
the development of the nylon business, strong enough 
in fact to warrant a well-known city editor promising 
his readers that he would get the news for them in 
due course. Presumably it is merely a question of 
inspecting the accounts filed with the Registrar. 

Surely, however, the main points of what is filed 
at Bush House could go into the report. 


Plans to Revalue 


The directors of The British Plaster Board Ltd 
intend to go ahead with their plans for revaluing the 
company’s fixed assets. This decision is made ‘in the 
light of the widening acceptance by industry of this 
principle’. Meantime, an appropriation has been 
made to a central obsolescence and replacement 
reserve as a first step in bringing the funds available 
for the eventual replacement of assets into line with 
the realities of the situation. 

In preparing the next accounts, detailed estimates 
will be made to arrive at probable replacement costs 
so far as they can be judged at present. The life of 
the assets will also be calculated as closely as possible. 
If circumstances then permit, the board’s intention 
is to write off from profit and loss account a sum 
equal to the estimated income-tax wear and tear 
allowances plus an additional amount to bring the 
total provisions up to the amount required for 
eventual replacement. 


Money Market 


Applications for Treasury bills totalled £323,845,000 
on July zoth and the market obtained 60-per cent 
of its stated requirements against 61 per cent 
previously. The average rate hardened slightly to 
tos 2°84d per cent. This week’s offer is maintained at 
£230 million. There is again no call against Treasury 
deposit receipts. 
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COURTAULDS, LIMITED AND SUBSIDIARIES 
Consolidated Profit and Loss Account for the yea~ ended March äist, 1951 (See Note 1) 


(Notes on page 8)* 
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1950 


{as adjusted) 





























É 
Group Balance from Trading and Investment Income, after taking into accouat 
the amounts of Income and Expenditure and the charges set out in Schedule ! 
below, but before charging Taxation sA Ss se Di Sie Sé 17,270,823 7,994,744 
Deduct: Group Charge and Taneler to Reserve for Taxation as set out in 
Schedule 2 below .. SÉ y s 9,049,664 3,787,193 
Group Balance from Trading, etc., after Taxation .. ae ee Ke Dy 8,221,159 4,207,548 
Deduct: Interests of Minority Ehareholders therein si sch ne E 121,297 41,776 e 
Courtaulds Limited, Interest taerein .. S Ku Sé ue ep Si £8,099,862 £4,165,772 ` 
Cotrtaulds, Limited 
193 ! 1350 Mel 1230 
COURTAULDS LIMITED, INTEREST IN GROUP BALANCE Gs above) .. 8,099,862 4,165,772 8,099,862 4,165,772 
Deduct Amounts retained by Su asidiaries te Se Ss r we ig 1,556,527 614,851 
BALANCE BEING PROFIT CF COURTAULDS LIMITED FOR THE NEAR 6,543,335 3,550,921 
Add Balance of profit brought forward from ‘ast year .. d Tá a 8,702 05,697 1,150,477 1,170,602 
Over-provision for taxatiomin previous periods .. E ra SCH 45.532 13,733 270,966 8,999 
together x at Se Nä as = me SÉ D .. £7,077,569 £3,970,351 £9,521,305 £5,555,373 
Deduct Transfers to Provisions and Reserves (see Notes 3 and 4); 
(1) Reserves: Eé 
(a) towards Increased cost of replacement of fixed assets .. ei 1,704,692 1,701,579 1,976,297 2,081,311 
against Increased cost of replacement of materials consumed . 2,600,000 — 2,710,774 — 
(2) Provision for staff pensions P Sa is SR :000 — 451,000 — 
(3) Provision for obsolescence (prev: ous periods) ae ge sie Ne _ 569,970 — $69,970 
(4) Revenue General Rezerve vg yi e Se ere ae . — _ 198,950 488,855 
(5) Capital General Reserve $ — — 339,839 10 
(6) Reserve towards inceased cost. of replacement of fixed assets (previous 
periods} Se — — 899,318 51,000 
) Reserve for tax defe-red by initial allowances (previous periods) ` DÉI — — 39,750 — 
8) Reserve against KN mane and Commonwealth Government 
Securities . D Se Dé wë os DÉI e _ — on 3,750 
£4,755,692 ` £2,271,649 £6,613,928 £3,194,896 
Leaving an available balance of Profit of 5 2,321,877 1,698,702 2,903,377 2,360,477 
Deduct Dividends (less tax) of Courtaulds ‘Limited {see Directors’ Report) . oe Ze 1,665,000 41,210,000 1,665,000 1,216,000 
Balance carried forward included in Schedule 7 to the Balance Sheet .. os Ss £656,877 £488,702 £1,243,377 £1,150,477 
e 
Schedule I referred to above: Schedule 2 referred to above: 
{being Items al-eady taken Inco account in arriving at the figures first 
stated in the Consolidated Prefit and Loss Account) 
1951 K 1950 1951 1950 
£ £ £ £ 
Income from: 
Trade Investments és š E Sc 1,341,232 332,111 | Group Charge for Taxation: 
Government Securities and Omer Investments 395,698 234,979 United Kingdom Taxatlon: 
Exchange Profits ée s$ wai a. 49,373 152,885 Erofits Tax . g 2,223,366 1,050,626 
Income Tax basec on profits for the cali to 
March 31st. 1951 {(see[Note |) oe 5,823,272 1,770,818 ` 
Expenditure and Charges: Taxation abroac 381,294 10,386 
Provisions for Depreciation (œe Note 9) .. 2,484,748 2,497,191 
Provisions for Obsolescence .. oe ak 250,000 250,000 8,427,932 2,831,830 
Deferred Repairs and Renewa s i Ss kd 31,378 GEN OT 
Remuneration from all scurces of che 
Directors of Courtaulds Led in connexion 
ae serviens to Courtaulcs Ltd and Sub- 
sidlary and Associated Comoantes: 
Fees of Directors whie not holding E SC he to Reserve for Tax 621,732 955,363 
salaried executive appcintments Ke 26,821 21,500 eferred by initlal allowances Kr S 
Other Emoluments beng salaries of a 
Directors while holding executive 
appointments Së 102,625 115,250 
Directors’ and past Dir, ctors’ pensions 
arising from executive ippointments .. 33,688 29,500 
Auditors’ Fees and Expenses .. x% its + 16,433 44,02? | Toral as above P S -- £9,049,664 £3,787,193 





* Not reproduced.-Editor. 
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84 THE ACCOUNTANT July 28th, 1951 
BALANCE SHEET OF COURTAULDS LIMITED 
AND : 
CONSOLIDATED BALANCE SHEET OF COURTAULDS LIMITED AND SUBSIDIARIES x. 
March 3ist, 1951 (See Note 2) K 
(Schedules to Balance Sheets are on pages 6 and 7, Notes on page Sim ` 
COURTAULDS ` : COURTAULDS LIMITED 
LIMITED VW ` AND SUBSIDIARIES 
1950 1951 d Reference 1951 1950 
(as adjusted} . {as adjusted) 
£ £ £ x £ £ £ 
22,798,468 24,453,146 Fixed Assets .. Schedule I 30,172,340 28,518,581 
6,983, 1E6 8,025,868 Investments in Subsidiaries. {see Note 5) vs ve — E 
5,848,474 5,946,422 Trade and Other Investments .. a "2 6,296,906 6,152,922 
British, Dominion and Commonwealth P 
14,729,758 16,700,824 Government Securities .. é SS a » 4 ` 18,239,790 14,817,420 og 
Net Current Assets: NM 
9,857,038 10,522,033 Stocks-in-Trade, Stores, etc. 13,612,608 12,930,329 i 
Debts, Amounts Recoverable and Payments 
2,422,881 2,810,856 in Advance .. 4,919,589 
S Bank Deposits under Irrevocable Credits for 
2,346,728 Future Supplies d 2,346,728 
3,200,000 Tax Reserve Certificates 3,500,000 
D 059, 834 7,019,459 Balances at Banks and Cash In hand 9,809,320 7, "285, 454 
21,659,345 25,899,076 Total Current Assets oe Já Ze 34,188,245 28,367,085 
Deduct Current Liabilities, Provisions and 
8,276,312 9,194,081 Dividends .. e e SR SS » 5 11,241,918 10,321,324 
13,383,033 16,704,995 22,946,327 18,045,761 
£63,742,919 £71,931,255 Total Net Tangible. Assets at book values 77,655,363 67,534,685 
Deduct Interests of minority shareholders 503,994 376,314 
Net Tangible Assets, at book values, relating D $ 
to the interests of membérs of Courtaulds d 
itd .. oe oe .. s D KS €77,151,369 £67,158,371 
CAPITAL AND RESERVES 
Capital Authorized and Issued: e 
8,000,000 4,000,000 5 per cent Cumulative Preference Stock 8,000,000 8,000,000 ~ 
24,000,000 24,000,000 Ordinary Stock .. DÉI . os oe 24,000,000 24,000,000 
32,000,000 32,009,000 E 32,000,000 32,000,000 
20,712,392 28,053,104 Capital Reserves .. si sš w 6 27,745,262 21,654,828 
11,030,527 14,778,151 Revenue Reserves .. as ae ` š © 7 17,406,107 13,503,543 
£63,742,919  £71,831,255 Total Capital and Reserves DÉI . £77,151,369 £67,158,371 
J. Woh wer LIAMS . 
 L GRATWICK Ț }oirectors, 
June 7th, 1951. 


* The schedules appear cn page 83; the notes are not reproduced.—Editor. 
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SHORTER NOTICES 


PRACTICAL SECRETARIAL Work, by Henry I. Lee, 
acs. and Wiliam N. Barr. Third Edition by 
Percy J. W. Daniell, a.c.s., F.C.C.S., F.R.ECON.S, 
(Sir Isaac Pitmen & Sons Ltd, London. 21s net.) 
This third edition is the result of a revision made 
necessary by the passing of the Companies Act, 
1948, which has introduced changes in practice and 
procedure. It remains an excellent text-book for the 
potential secretary although some slight errors have 
crept in. The statement on page 80 that applications 
for shares may be withdrawn at any time is no longer 
true, On page 170 it is implied that a committee in 
lunacy must alwavs be appointed for an insane 
member, whereas in fact this procedure has largely 
been superseded. The specimen notice of statutory 
mecting on page 300 omits the statutory reminder 
as to proxies, while where the reminder is given, it 
is in a somewhat ambiguous form. No mention is 
made of the fact that a proxy form does not normally 
require to be stamped. 


IMPORTANT SECTIONS OF THE BILLS OF EXCHANGE 
Act, 1882, AND oF OTHER Acts. (Textbooks Ltd, 
London. 3s 6d net.) This small book is presumably 
meant for students of commercial law and ‘is con- 
fined to 2 verbatim extract of certain of the sections 
of various Acts etfecting that subject. For those 
students who do not otherwise have access to these ` 
Acts, the book will no doubt be helpful when used 
in conjunction with text-books. 


Tue Taxation or PRIVATE COMPANIES (SOUTH 
AFRICA), by A. S. Silke, M.coM.(HONS.) (CAPE TOWN), 
C.A(S.4.), A.S.A.A. (Juta & Co Ltd, P.O. Box 30, 
Cape Town. 253 net.) In all countries of advanced 
economic development the private company or its 
foreign counterpart is becoming an object of special, 
attention by taxation authorities, and attempts to 
provide for its somewhat anomalous nature have 
produced laws of baffling complexity. In this respect, 
South Africa seems to be no exception. This is a 
book for the expert. The subject is attractively 
presented, and the book is rich in examples. 
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CORRESPONDENCE 


De Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Speed in Production of Monthly Accounts 


Sir, — With reference to your invitation to readers to 
advise you of the dates by which they produce their 
monthly accounts, I have pleasure in giving you some 
facts regarding this company. ` 
We are engaged in retail distribution through 
~p- approximately 250 branches, and in manufacturing 
“ some of the products we sell. All goods are distributed 
_ to our branches, by our own fleet cf vehicles, from a 
. central warehouse. Preparation of our accounts 
entails the assessment of all maintenance and running 
costs in connexion with these, and furthermore of all 
our works and engineering maintenance in connexion 
with the buildings, plant and machinery. We prepare 
a complete set of accounts every fouz weeks, which are 
ready for examination by the board within fourteen 
days, and which with very little extra effort, could be 
-produced in ten days. In preparing them, estimation 
“has been cut to a minimum and the year-end accounts 
` (the total for the thirteen periods) which are presented 
to the auditors, are subject to few adjustments 
(usually on questions of principle) apart from tax 
calculations. As a matter of interest, these final 
accounts are prepared in exactly the same time as the 
four-weekly accounts. 

There is no undue strain on any particular depart- 
ment or individual in maintaining this schedule, and 
it is in fact, a matter of great pride with the staff 
concerned, that it is adhered to without fail. 

Yours faithfully, 
E ` A. JONES, A.C.A., 
Chief Accountant, 


London, SEx. . J. SAINSBURY LTD. 


Sir, — The correspondence which has been proceed- 
ing with regard to the preparation and presentation of 
monthly profit and loss statements interests me very 
much, as for almost thirty years I have been respon- 
sible for presenting such figures for my own firm. 

From the many letters which you publish, and from 

` my own experience, it is only too evident that one of 
. the chief causes of the delay in th2 presentation of 
monthly accounts is the. never-dim:nishing slowness 
on the part of suppliers in rendering their invoices, 
particularly where these directly concern the costing 
and invoicing of customers’ orders. Another aspect 
which tends inevitably to aggravate this delay, for the 
same reason, is the crescendo of production effort 
Agtowatds the end of the month to enable the maximum 
( deliveries to be invoiced during the month. 

In our own case, not only are ovr monthly profit 
and loss figures available on an average by the 13th 
of the month — occasionally several days earlier — but 
the month’s production expenses— overhead and 
maintenance charges — are also completed, and the 


management is thus provided-with vital manufactur- 
ing cost statistics. These are presented in a form which 


. co-ordinates production and distribution accounts 


and ‘affords a complete picture of the firm’s entire ` 
trading. 

It results from the use of a system which closely 
integrates the financial accounts with the cost 
accounts. So that, despite a continued expansion of 
production and sales, with the consequent growth in 
manufacturing and selling personnel, the date of the 
completion of the month’s figures remains virtually 
constant. 

i Yours faithfully, 

London, EC4. A. CURTIS, a.1.a.c. 
Sir, - May I congratulate Mr C. D. Jackson, A.C.A. 
(issue dated July 14th), on the speed with which he 
produces his monthly accounts, and add that he, too, 
could have responded to your open invitation without 
the necessity of inferring a non-existent challenge 
from my brief letter? 

The amount of time taken for the preparation of 
monthly accounts will obviously vary according to, 
inter alia, the ‘size of the company and the type of 
industry; the individual accountant’s interpretation 
of ‘monthly accounts’ and the amount of time and 
trouble he is prepared to put into them; and the 
amount of ‘spur’ given by the board. 

While I do not propose to enter into a lengthy dis- 
cussion upon these matters, however, I should 
appreciate it if Mr Jackson would explain how he 
takes his accounts to the last day of the month, which 
almost always makes a broken week, and yet com- 


-pletes his accounts without estimates. Does he cal- 


culate his salaries and wages daily? 
. Yours truly, 


Nottingham. ROBERT LOWE. 


Pension Schemes 


Sm, — In your issue of June 30th ‘Underdone’ asks 
about the difference in cost between a pension scheme 
operated as a privately-administered fund and one 
arranged with a life office by means of endowment 
assurances. ; 

It is at once evident that the latter type of scheme 
will be more costly because of the large amount of 
life assurance to be provided. For example, to obtain 
a pension at age 65 on the scale of two-thirds of 
salary it will be necessary to have an endowment 
assurance for about seven- times the current annual 
salary (more for women) which provides far more 
death cover than is normally required or is provided 
by a private fund. . 

It is difficult to give an indication of the relative 
cost because of the wide variations possible in scales 
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of benefit, age distributions, etc., but it might very 
broadly be said that for an average age distribution 
the total annual cost of the endowment assurance 
scheme would be some ro per cent higher than that 
of a private fund providing equal pensions on retire- 
ment at 65 but merely a return of contributions on 
previous death. 

The disparity would be wider if the staff were 
recruited at young ages and increases of benefits were 
non-existent or mainly confined to young ages, and 
less in the converse case. 

If a scheme is to be assured with a life office (a 
plan which has advantages, especially in the case of a 
small staff) a better arrangement will often be a com- 
bination of endowment assurances and deferred 
annuities, the former providing, say, a death benefit 
equal to one or two years’ salary, with annuity option 
at maturity, and the latter providing the balance of 
the pension required. A scheme on these lines will 
not be a great deal more expensive to the employer 
than a private fund, although he must of course be 
prepared to pay for the life office relieving him of the 
risks of adverse fluctuations in mortality experience, 
of the responsibility for investing the premiums, and 
of part of the administrative expenses. 

Yours faithfully, 


London, EC2. E. C, EVANS. 


Directors’ Benefits 
Sir, — We should be interested in the experiences of 
readers in cases where the above are derived from 
hotel management in a private company. There are 
three points in which we are finding the position not 
too clear: 

(a) The value of benefits may be very high where a 
luxury season hotel is concerned. May not the 
luxury elements be excluded on the grounds 
that they are provided for use in performance 
of the duties (Section 39 (2), 1948)? The 
apportioned value, for example, of expensive 
hotel accommodation may well be beyond the 
ordinary means of a resident director /manager. 

(b) Whether the provision of director’s meals in 
the hotel restaurant qualities for exemption as 
‘canteen meals’ where meals are also provided 
for the staff? 

(c) Whether the assessable director’s benefits must 
include those provided for his wife employed 
as resident housekeeper in the same hotel? 

Yours faithfully, 
RESIDENT. 


Income from Investments 

Sir, — The consolidated profit and loss account of a 
holding company discloses total profits of the group 
and the usual information about directors’ fees and 
depreciation. Such profits are derived from various 
trading activities, prospecting and development of 
gold-mining properties and interest and dividends 
from investments. 
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As the gross amount of income from investments is 
not separately stated, I should be pleased to have the 
opinion cf readers as to whether the accounts comply 
with the requirements of the Eighth Schedule of the 
1948 Companies Act. They do not appear to conform 
with the recommendations of the Institute in this 
matter. 

Furzhermore, although the market value of quoted 
securities is shown in the balance sheet, no informa- 
tion is givea on the market value of the quoted 
securities held at the same time last year. From a 
scrutiny bf the previous year’s balance sheet it would 
appear that the market value of these securities bag "e 
since declined by approximately £100,000. AT 

Do rezders agree that such a balance sheet gives a 
true and fair view of the state of affairs? 

The company is a public company. 

Yours faithfully, 
INTERESTED SHAREHOLDER. 


Heating and Sanitary Engineers: 
Profit Percentage 


Sir, — I am interested in the question, as to what are 
the usua. percentage rates of profit charged on wagey™) 
and materials, respectively, to arrive at a satisfactory 
rate oC gross profit. 

Perhaps some of your readers with experience of 
this type of business will oblige with details. 

Yours faithfully, 
T. 


Maintenance Relief 


Sir, — Ciients own a 21-year lease of premises partly 
used as offices and partly as residential flats and 
under the terms of their lease they are liable for all 
repairs. The residential portion is partly occupied by 
themselves, and for the remainder of the premises 
they receive rents amounting to £350 per annum. ~ ` 
The occupiers of the sublet portions are not liable for 
repairs cr for rates. After allowing for services pro- 
vided to the tenants, and for rates, and bringing in 
the gross annual value of the part occupied by the 
owners, an amount of £360 is agreed as the gross 
taxable income of the property. A statutory main- 
tenance allowance of £63 is given, and our clients are 
assessed on excess rents of £147, being £297 as above 
less {150 rent paid. The rent paid exceeds the net 
annuel value. 

On behalf of our clients we have lodged a claim for 
further maintenance relief in respect of average 
expendi-ure for the last five years in excess of the 
statutory allowance referred to above. The Inspector 
of Taxes maintains that because Rule 8 of No. V 
Schedule A applies only to an ‘owner’, no claim can 
be made. This results in hardship to our clients age 
they are required to pay income-tax in excess of their ` 
actual income and we shall be glad to know if any 
readers have been successful in making a similar 
claim. 

Yours faithfully, 


Londen, EC2. J. E. HOOPER. 
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Integral Book-keeping: A Problem 


- Sm, — In reply to Mr H. R. Clothier’s letter in your 
issue of July 7th, I would suggest that if the transac- 
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tions be followed through the cost records to their 
conclusion, thé arguments put forward by the costing 
staff would perhaps be substantiated. Presumably, in 
the cost accounts some maintenance account would 
be debited with the original amount of the repairer’s 
invoice, and an additional debit would find its way 
to this same maintenance account from a requisition. 

The credit received from the repairer would be 
credited to ‘Maintenance’ in the bought journal, 
from where it would be credited to the maintenance 
account in the cost records mentioned above, thus 
cancelling the debit from the stores requisition. The 
net figure remaining in the cost records is thus the 
amount of the repairer’s original charge. 

In my opinion, it is incorrect to reduce any 
purchases of production material; the fact that 
production materials were subsequently used for 
maintenance work is purely fortuitous, and it is 
therefore suggested that the amount shown in the 
‘production’ column should remain unaltered, this 
amount representing, in fact, the value of materials 
purchased for production, whether eventually used for 
that purpose or not. 

Yours faithfully, 
HAROLD BOWDEN, 4.c.w.a. 

Glossop, Derbyshire. 


Sir, — I would like to thank your correspondent Mr 
C. L. Metcalfe (issue dated July 14th) for his clear 
interpretation of our problem. He has brought out, 
inter alia, the main point- the duplication of the 
charge to ‘maintenance’. The materials drawn from 
stores are charged twice. Once via the ‘stock sum- 
maries’, and once via the day-book. . . 

Other totals must of consequence be upset and the 
procedure will vitiate comparisons of purchases 
month by month. Apart from this, inter-departmental 
reconciliation becomes unnecessarily tedious. 


: Yours faithfully, 
Enfield, Middx. HR CLOTHIER. 


Private Companies and Sur-tax 

Sir, — The increase in the rate of distributed profits 
tax in the last Budget has produced an anomaly in 
that for the private limited company, which is 
director-controlled by one or two people (and these 
are probably a majority of all limited companies 
trading today) it may be cheaper in terms of tax for 
a direction to be made under Section 21, Finance Act, 
1922, than otherwise. 


These directions are normally made where profits - 


have remained undistributed and it seems that it may 
be cheaper to deliberately withhold distribution in the 
hopes that a direction is made and a sur-tax assess- 
ment accepted, since (by Section 31 (2), Finance Act, 
1947) income which is assessed on individuals in such 
circumstances is exempt from profits tax. 

Assuming a private (one-man) limited company, 
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with profits, after paying_directors fees of £2,500, of 
£10,000 for income-tax purposes; the computation 
figures would appear to be as follows: 


Maximum distribution approx. £6,500= £6,300 








(after abatement) 








Profits tax 3,500 
Income-tax dër 3,100 
Sur-tax (on £6,500) ` 950 
£7,550 
If, however, a direction is made, these figures become: 
: £ 
Income-tax (on £10,000) .. 4,750 
Sur-tax (on £10,000) 2,187 
£6,937 








I have ignored personal allowance, earned income 
relief, etc., as these do not affect the argument, their 
value in terms of income-tax should be the same 
whether a direction is made, or not. I have also 
ignored the tax on the assumed directors’ fees, since 
this would also be identical in both examples. 

For figures over £20,000 my workings show that 
the saving is rather less, e.g. on £30,000 it is £270 
cheaper (on a tax bill of £26,500) to have a direction 
made. 

If this is not disincentive, what is? I doubt that the 


‘Chancellor in 1922 could ever have dreamed that 


Section 21 might one day be used to save tax. 

Possibly the Commissioners today might refuse to 
make a sur-tax direction, having regard to Section 28 
of this year’s Finance Bill, on the grounds that this 
was a transaction for the avoidance or reduction of 
liability to profits tax? ` 


Yours faithfully, 
Manchester, 2. J. ROSS 


R Accountants’ Certificates 


Sir,- A company with which I am concerned has 
recently applied to the Ministry of Food for an 
allotment of certain raw material and, on the special 
form provided, the company was required to certify 
the amount of such raw material used in manufacture 
during the preceding twelve months, and also to 
certify the amount of such material in stock on a 
certain day. All these requirements, are, of course; 
quite reasonable, but then they require that such 
statements shall be ‘certified correct by the com- 
pany’s auditors. 3 

The director who dealt with the matter said that 
he really did: not see how we could give such a 
certificate, and suggested that my professional body 
should discourage the demand for certificates where 
it is impossible to verify the facts. . 

Naturally I am not going to certify something 
which is incapable of verification, and so I have 
crossed out the wording of the certificate, and stated 
that I must accept the company’s declaration. 
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Whether such amended ‘certificate’ will be accepted 
I do not know — if it is accepted then it stands for 
nothing and time might have been saved in asking 
for an accountant’s certificate — if it is not accepted, 
then I am asked to do the impossible. 

I am really of the opinion that the professional 
bodies should make some pronouncement on such 
business of expecting the accountant to certify such 
matters, and write his signature on the dotted line, as 
such practice as asking for certificates in such and 
similar circumstances is ‘getting far too common. 
Yours faithfully, 

STAFFORD HONEY. 


‘Wet Water’ 


Str, — I notice that the adjective ‘historical’ is much 
used these days in connexion with cost. 

To make our meaning clear it is necessary to talk 
of capital cost, high cost, replacement cost, etc., just 
as we need, from time to time, to describe water as 
hot, cold or salt, but it is never necessary to use the 
expression ‘wet water’, and I suggest that it is equally 
silly to talk of historical cost, for cost as such is 
necessarily of the past, just as water is necessarily wet. 

Yours faithfully, 
King’s Norton, Birmingham. H. A. BRISCOE. 


Exeter. 


Orthodox Profits 


Sir, — I have read Mr Briscoe’s article in your issue 
of July 7th, entitled ‘A case for orthodox profits’. 

The whole of Mr Briscoe’s argument appears to be 
based on the misconception that by the inclusion of 
replacement costs in the profit and loss account, 
prices and profits are likely to be increased to the 
advantage of the industrialist, and that the indus- 
trialist thereby escapes the effects of inflation (and is 
in a favoured position as compared with, say, the 
rentier). Mr Briscoe’s objection to the inclusion of 
an item representing increased cost of replacement in 
the profit and loss account is that it is socially unjust. 

Mr Briscoe appears to labour under the not 
uncommon delusion that the industrialist totals up 
his costs of production and fixes his prices at a level 
that covers these costs and provides a profit. 

The truth of the matter is of course that the price 
the industrialist can obtain for his products is in the 
main determined by the laws of supply and demand, 
and is uninfluenced by such considerations as to 
whether he includes in his costs an item additional 
to normal depreciation, representing replacement 
costs. It is of course true that in the long run prices 
are determined by costs in the sense that when prices 
are so low that they do not cover the costs and a 
reasonable return on outlay, some producers cease to 
expand production and some tend to reduce produc- 
tion, and equilibrium between supply and demand 
comes about through some advance in prices.- 

So far as I can see, the industrialist, when consider- 
ing whether he should include an item representing 
increased cost of replacement in his profit and loss 
account, has to ask himself one question, i.e. what 
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information does he require from his profit and loss 
account? Does he want to know the amount that has ` 
become available during the accounting period for & 
distribution of dividends and for expansion of 
business? If so, he must include an item representing 
increased cost of replacement of his assets. 

If he simply wishes to know how much better off 
he has become in terms of money as a result of his 
trading during the accounting period, thén he can omit 
the item representing increased cost of replacement. 

I cannot see any element of equity or social justice 
entering into the question at all. ; 

The question as to what should be zegarded as yr 
taxable profits is of course entirely another matter, 
and all kinds of considerations have to be taken into 
account in arriving at a decision on this point. 

It is of interest to note that Mr Briscoe reaches the 
conclusion that by omitting any item representing an 
increased cost of replacement, prices are restrained 
from rising, and any prevailing inflationary tendency 
curbed. 

It need only be said that this view is diametrically 
opposed to the view of professional economists (see 
F. Lacey, Economics Journal, December 1947), who Le, 
hold the view that by excluding the item of cosi 
representing the increased cost of replacement, higher 
profits are shown, dividends and wages tend to rise, 
and any inflationary tendency increased. 

I am, 
Yours faithfully, 


Liverpool, 3. JOHN P. BIBBY. 


Srr,-Mr Briscoe’s article, ‘A case for orthodox 
profits’, in your issue of July 7th, in which he 
discovers and defines the true nature of the business- 
man’s bargain with the community, clears up a lot 
of the misunderstandings previously surrounding this‘ ~h 
subject. S 

As long as the actual money we collect in exceeds 
that which we laid out, leaving us with more pound 
notes at the end than when we started, that alone is 
to be regarded as the true and fair measurement of 
our profit. . 

A pound note is, after all, merely a bearer certificate 
of claim to a 1-«th share of the gross national wealth. 
Double the number of pound notes against the same 
gross wealth, and we’ve got a case of inflation. So 
presumably Mr Briscoe also subscribes to the views 
of that school of brilliant economic thought which 
maintains that a one-for-one share bonus gives you a 
‘true and fair’ profit of 100 per cent. After all, it’s 
the number of pieces of paper- pound notes or 
share certificates — that counts, apparently, not what 
they represent. , 
I am, sir, `y- 

Yours faithfully, 
JEFFERY ENGLISH. 


P.S. — In any event, I most heartily disagree that 
‘orthodox accounting’ means that we must necessarily 
close our eyes to inflation. 


Bournemouth. 
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Accounting for Inflation 


. Str, — In your columns and elsewhere a good deal of 
‘discussion arises at various times on the subject of 
replacement cost accounting, inflation and ‘real 
wealth’ but the fundamental issues seem to be quite 
clear-cut, and the better for not being confused by 
economic concepts. - 

On the question of replacement, there can be no 
doubt that this, of whatever nature, does and should 
enter into costs, whether in financial accounts or 
otherwise; in these days the need for definite provision 

_ is emphasized. Stock may be valued for balance sheet 
“purposes at the lower of cost or market value, or 
“replacement value — in times of stable prices it will 
undoubtedly be valued at the lowest possible price. 
The money requifed to purchase new stocks at 
higher prices must be provided, and it is suggested 
that such excess cost should always be allowed for, in 
cost accounts as a separate rate, and in financial 
accounts as a special provision or reserve. 

What is a definite question in the measure of profits, 
orthodox or otherwise, is whether the cost of replacing 
stock in the succeeding period should be included in 

a current accounts, thus having an evening-out 
Piect, or whether each period should bear its own 
costs. The former seems more expedient today, the 
latter seems nearer true cost. 

Similarly with depreciation, which should clearly 
have as its lower level- sufficient to write down the 
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asset to its expired value, and as its upper level pure 
dépreciation plus provision for higher replacement 
cost; best provided separately. Incidentally, more 
emphasis seems to be given to the tax aspect than to 
actual replacement. 

In a time of unstable prices the safest policy to 
follow is one of revaluation — assessment at the time 
on known facts, probable trends and individual 
merits. Economic principles are no part of accounting, 
and attempts-at revaluing separate items in the 
accounts do not seem to achieve much, other than 
begging the question. 

If apparent profits have been affected by changes in 
the value of money, the proper place to deal with this 
matter is the appropriation account; it is a loss of a 
semi-capital nature. Since equity holders bear the 
risk it is quite fair that their interests should be 
protected. Whether preference shareholders should 
be given increased dividends or rights is a separate - 
matter. 

The statement that replacement accounting is 
disinflationary is broadly true, and to act on such 
principles would appear to be all to the good. Too 
often in the past, in one way or another, in public 
utilities or industry, true costs in Britain appear to 
have been obscured and the effect in times of 
difficulty is sometimes embarrassing. 

Yours faithfully, 
Caterham, Surrey. K. H. WEST. 


CURRENT LAW 


Bankruptcy: Money Lent 


-One H. lent M. some £70,009 for the purpose of set- 
doing up the business of a riding academy. M. became 
ankrupt on his own petition and H. proved for the 
amount she had allegedly lent, which proof the 
trustee refused to admit. There was no agreement for 
the repayment of the money; H. lived with M. as his 
wife, ran the domestic side of the business and allowed 
herself to be described in the academy brochure as 
Mrs M., one of the principais. 

The County Court Judge found for the trustee and 
his decision was upheld by the Divisional Court. 
Romer, J., held that where a person authorized the 
employment of his assets in a business, he could not 
prove in competition with the creditors. It was impos- 
sible to regard the appellant as a creditor. The 
moneys she had put into the business were her con- 
tribution to the capital of the business. Harman, J. 
agreed. (Re Meade; Humber v. Palmer (The Trustee), 

e Journal, June 16th, 1951.) 


Renunciation of Probate: Liability 


The defendants in Tiger and Another v. Barclays 
Bank Lid were the executors under the wills of a 
testator; the’ plaintiffs were the residuary legatees. 
By. arrangement, the defendants agreed to renounce 


probate, but insisted that before delivering up the 
papers relating to the administration they were 
entitled to a formal release and discharge from all 
liability in connexion with the estate. The plaintiffs 
maintained that the defendants had no such right 
and sued for delivery of all documents connected 


-with the estate. 


Finnemore, J., held that the plaintiffs were right. 
He refused to accept the defendants’ argument that 
as the result of the compromise by which they 
renounced probate a new trust had been set ‘up, 
that the original one had been completed, and that 
they were thus entitled to the release: 


‘If, therefore,. they were to give the defendants a 
complete and formal release from any responsibility 
that they may have incurred while they were 
executors and it turns out that something illegal 
has been done, the plaintiffs might be in a very 
difficult position if a beneficiary claimed that this 
had interfered with his right. ... The trust is 
still the trust under the wil] and it is unreal to say 
that at the time the compromise was made the 
original trust had come to an end and a new trust 
had come into being. This being so, the defendants 
are not entitled to demand a release... . as a 
condition of handing over the documents relating 
to the estate.’ i 


([x951] 2 All E.R. 262). 
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Forged Mortgages 

An interesting appeal from the decision of the Full 
Court of the Supreme Court of Hong Kong came 
recently before the Privy Council. The plaintiffs in 
Fung Kai Sun v. Chan Fui Hing, employed a manager 
who, in fraud of them, mortgaged their property to 
the defendant. When the fraud was discovered the 
plaintiffs did not immediately inform the defendant, 
but delayed some three weeks. 

The Privy Council said that the plaintiffs were not 
entitled to withhold the information from the defen- 
dant; and when they ultimately did tell him their 
manager had disappeared. They delayed at the risk of 
being estopped from asserting that the mortgages were 
forgeries if it should be the fact that the defendant was 
prejudiced by the delay. In fact, the latter had failed 
to show that this was the case and accordingly the 
appeal failed (Solicitors’ Journal, July 7th, 1951). 


Contract: Public Policy 


The Court of Appeal recently upheld the decision 
of His Honour Judge A. R. Thomas in the Mayor’s 
and City of London Court in Napier v. National 
Business Agency Ltd. The latter employed the former 
as a secretary at a salary of £13 per week plus £6 per 
week expenses. In fact the work was such that the 
expenses could not amount to more than £r per 
week. After about ten months the plaintiff was dis- 
missed, whereupon he sued the employers for salary — 


£13 per week -for six or four months, instead of - 


one month; the period for which notice to terminate 
had been given. During the hearing in the lower 
Court it became apparent that the agreement to pay 
expenses amounting to £6 per week was not genuine 
in the sense that it could be taken as a fair representa- 
tion on the part of either party of the expenses that 
the plaintiff would in fact incur. The learned judge 
found that the agreement was against public policy 
and accordingly refused the plaintiff’s application. 

The Court of Appeal agreed and further refused 
the claim that the agreement was divisible. It could 
not properly be treated as consisting of two separate 
and distinct bargains and was thus not severable 


([1951] 2 All E.R. 264). 


Money Lent 


A case arising under the Income Tax Acts was 
decided in June last by Lynskey, J., in Bernard and 
Shaw Lid o Shaw (Rubin Third Party) ([1951] 
2 All E.R. 267). The plaintiff company paid one of 
its directors certain remuneration without deducting 
income-tax as required by statute. The Inland 
Revenue put in a claim to the company, which then 
called upon the director to pay. On his refusal the 
company alleged that the payments were a loan or, 
in the alternative, if they were remuneration they 
included income-tax which should have been de- 
ducted and which was accordingly repayable as 
money received to the plaintiffs’ use. 

Lynskey, J., decided against the company. He first 
found that the money was paid as remuneration 
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and not as a loan; and he could find no ground on 
which the plaintiffs could successfully reclaim the 
money. He held that by Regulation 52 (2) of the 1950he@ 
Income Tax Regulations the Inspector may raise an 
assessment in cases where tax has not been deducted. 
As, also, the plaintiffs knew that tax wes deductible 
it could not be said that they had paid by mistake, 
nor was it possible to argue that thé director received 
the money to their use (and he cited Denby v. Moore 
((1817) 1 B. & Ald. 123)).-Further, the learned judge 
knew of no form of action for the recovery of the 
money, flowing from the fact that there was a legal 
liability to pay tae tax to the authorities. Lastly, hey 
refused to consicer that there could be any recovery’ ` 
on the ground that the defendant was trustee for 
the plaintiffs: 
‘I know of no principle either at common law or 
equity which would enable me to say that when a 
company (although it be a legal entity and not an 
individual) voluntarily pays money to a person 
without deduction when there should have been 
deduction, that makes the recipient of the voluntary 
payment a trustee for the company in the absence 
of some other equity arising, and I see no other 


equity arising.’ & 
Sale of Goods 


A sale of Guernsey cows was conducted on the basis 
of a catalogue containing the condition that 
(12) No animal, article or thing is sold with a 

“warranty” unless specially mentioned at the time 

of offering, and'no warranty so given shall have any 

legal force or efect unless the terms thereof appear 
on the purchaser’s account.’ 

A freshly-calved heifer was offered Zor sale but 
no one would bid for her as her appearance was 
unpromising. The seller whereupon stated that she 
had nothing wrong with her, that he would absolutely _) 
guarantee her and that he would be willing to take. - 
her back if she proved different from what he stated 
her to be. She was sold to the plaintiff but yielded 
little milk and died shortly after. 

The Court of Appeal held that the defendant’s 
statement amounted to a condition and not a 
watranty, a Condition which excluded condition 12. 
The plaintiff was thus entitled to succeec (Harling v. 
Eddy (Law Times, June 22nd, 1951)). 


Settlement: Nationalization Stock — Capital 
or Income 


In Re Kleinwort’s Settlements: Westminster Bank Ltd 
v. Bennett (Solicitors’ Journal, June 30th, 1951) 
trustees held some £2,000 ordinary stock of Thomas 
Tilling Ltd. In 1949 the company passed a resolution 
that {20,600,000 British Transport 3 per cent Stock 
should be distributed to the ordinary stockholders, 
by way of a special capital profits dividend and the 
question arose whether the trustees should treat their 
holding of the transport stock as capital or income. 

Vaisey, J., held daat" ought to be distributed as 
income, following Re Sechiari; Argenti v. Sechiari 
([1950] 1 All E.R. 417). 
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THE ROYAL COMMISSION 


SOCIAL SECURITY AND INCOME TAX 
The Inland Revenue Memorandum 


The Royal Commission on the Taxation of Profits and Income continues to deal 
with item A2 of the main heads on which it invited evidence, namely, whether it 
would be advantageous to link income-tax with social security payments and 


contributions. At its first public meeting, 


reported in our issue of June 30th last, 


evidence was given in support of various schemes under this head. A further public 
Ka meeting was held on July 18th, to give witnesses an opportunity of dealing with 
Inland Revenue criticisms of these schemes and to enable representatives of that 
department and of the Ministry of National Insurance to elaborate on these criticisms. 


In our report of the first public meeting of the Royal 
Commission on the Taxation of Profits and Income 
we referred to a memorandum prepared by the Inland 
Revenue. This was released shortly before the Com- 
mission’s second public meeting. It was prepared in 
response to the Commission’s request for comments on 
the Liberal Party scheme for the reform of income-tax 
a and social security and is divided into three parts. 
"Zar I summarizes this and five other schemes of a 
Similar nature. Part II examines generally their 
underlying nature, and Part III examines the Liberal 
Party scheme in detail. There are two appendices, one 
' purporting to show that the scheme produces a deficit 
of £315 million, the other correcting some errors in the 
tables which accompany the scheme and which are 
designed to show its effect on particular individuals. 
Part II asserts that none of the schemes would 
achieve all the main objectives, which it defines as 
follows: 


(1) To amalgamate income-tax and social security 
into a single coherent and logical system. 


(2) To remove the disincentive effects of the present 
F income-tax by substituting a flat rate tax. 
d 


(3) To simplify administration. 


It regards (1) and (2) as mutually exclusive. Adequate 
weekly cash payments to all individuals would necessi- 
tate a flat rate of tax so high as to be more disincentive 
than the present tax, while if the cash payment were 
kept low and supplemented when necessary by sickness 
etc, benefits, complete amalgamation would be lost, as 
would be the expected administrative economies. 
More, not fewer, civil servants would be required. 
The memorandum questions the-social advisability 
of the schemes in that the ccntributory principle would 
be lost. It quotes paragraph 274 of the Beveridge 
Report! to show how important this principle is. The 
paragraph gives three reasons: the insured likes to pay, 
he is taught not to regard che State as a dispenser of 
gifts, and his insurance card is a convenient document 
for classifying him and recording his contributions and 
entitlement. From the taxation point of view, the 
__memorandum regards the scheme as having a bad 
aw effect on incentive. Moreover, to cancel income-tax 
personal allowances and replace them by direct cash 
allowances would be to convert one operation into two. 
A universal flat rate tax of, say, 5s in the £ might induce 
trade unions to claim four-thirds of the wages they 





1 Report on Social Insurance and Allied Services, H.M.S.O... - 
Cmd. 6404. 


really wanted, and individuals who were worse off 
under the scheme would protest against its being 
instituted. 3 


Criticism of the Liberal Party Scheme 


In its critical examination of the Liberal Party 
scheme the memorandum points out inaccuracies in 
the calculations resulting in a flat rate of tax at some 
sixpence in the £ less than what would in fact be 
required. Since the universal cash allowance would be 
kept down to 10s per week (assuming the continuance 
of food subsidies) in order to retain the incentive to 
work, and supplemented in times of sickness, etc., a full 
amalgamation would not be achieved. A mere increase 
in benefits could be given under the existing scheme. 
The proposed scheme does not improve the lot of 
single persons with incomes above £200 and if it is 
desired to assist families this could be done by increas- 
ing family allowances. In relation to incentives, the 
memorandum recalls that of the 19 million people with 
incomes between £135 and £600, only 750,000 paid 
tax at over 5s in the £ in 1950-51, 6 million paying 
nothing at all, and the other 13 million paying on only 
a part of their income. The flat rate tax would apply to 
every pound of earnings and would deter people like 
married women from working at all. True the jump in 
rate at certain points in the existing system might 
bring a ‘psychological disincentive’, but the Inland 
Revenue did not think the point important; it could in 
any case be met by an intermediate reduced rate. A 
progressive rate is not necessarily more disincentive 


„Jin its effect than a flat rate, it depends on the precise 


amounts of the respective rates; ‘it is easier to carry a 
hundredweight upstairs than a ton along the level’. 

As to administration, the memorandum estimates a 
saving by the scheme of Inland Revenue staff number- 
ing from 10,000 to 15,000, after allowing for the extra 
work of dealing with 500,000 small traders now 
written off, and assessing and collecting subsidiary 
items of income now dealt with through P.A.Y.E. It 
could give no indication of the saving to employers by 
the abolition of the latter. The present 3 million 
family allowance claims would go up to 27 million and 
require a very large staff, more in fact than the number 
dispensed with by the Inland Revenue. 


Replies to the Inland Revenue Memorandum 


As a result of the memorandum, Lady Rhys-Williams 
and the Liberal Party Committee adjusted the figures 
in their respective schemes and submitted further 
memoranda in reply. Lady Rhys-Williams meets the 


DH 
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disincentive argument with the point that the lower 
income groups, particularly those with families, are 
bound to go on working until their minimum living 
standard is attained, which is roughly equivalent to 
their maximum wages. It is the relatively affluent 
workers who are dissuaded by the existing progressive 
taxation and these would be better off under her scheme. 
She makes specific suggestions directed to saving 
administrative costs of working the scheme and wholly 
rejects the argument that more civil servants would be 
required, 


Liberal Party Supplementary Memorandum 
Apart from revising figures, and cutting down some 
benefits to re-establish the solvency of its scheme, the 
supplementary memorandum of the Liberal Party 
‘ad hoc Committee, dated July 7th, 1951, confines itself 
to dealing with the Inland Revenue argument that the 
contributory basis of social insurance should be 
retained, i.e. that weekly contributions of fixed amounts 
should continue. It points out that the employee’s 
present contribution represents only a fraction of the 
actual cost of the benefits. Being practically universal 
and compulsory, with penalties for non-payment, it is 
rouch more a tax than ‘insurance’. Mr J. R. Hicks, a 
member of the Commission, is quoted as having once 
said, “The National Insurance Scheme is and always 
has been a little bogus’. The memorandum gives, the 
context of the paragraph of the Beveridge Report 
quoted by the Inland Revenue, and shows that the 
present system of compulsory contributions is open to 
Lord Beveridge’s own objections. The proposed 
scheme amounts essentially to the substitution, for a 
rigid poll tax, of a graduated tax based on ability to pay. 
Although the present system contemplates changes 
from time to time in the amounts of contributions, 
such changes would involve enormous administrative 
difficulties. Under the proposed scheme there would 
simply be a change in the flat rate of tax. Rises or falls 
in the value of money would of course be dealt with 


automatically by the flat rate. As to the utility of . 


insurance cards for record purposes, the memorandum 
points out that as records would no longer be kept, 
this point has no substance., 


National Insurance Funds 
The supplementary memorandum observes that one 
result of the adoption of the Liberal Party scheme 
would’ be the abolition of the National Insurance 
Fund. It adds that this need cause no alarm. In effect, 
sales of the securities which constitute these funds 
would have the same consequences as a policy of 
Government borrowing. Accordingly, finance of in- 
creased pensions involves the same problem as the 
financing of other items of Government expenditure. 


Further Oral Evidence of the Liberal Party 
Committee 
The ‘Commission met in public again on July 18th, 
1951, and heard further evidence from Sir Arthur 
Comyns Carr, K.C., Mr Alan T. Peacock, D.S.C., M.C., 
Mrs Guy Naylor, and Miss Nancy Seear, M.A., all of 
whom appeared on behalf of the Liberal Party ad hoc 
Committee. The chairman reminded witnesses that 
food subsidies and social services as such were not in 
the Commission’s terms of reference. He put to them 
some corrections of their revised figures which appeared 
to produce a deficit of £58 million, involving an increase 
of (bd in the £ in the flat rate tax, and Mr Peacock 
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undertook to consider them. Messrs Hicks and Kaldor 
pointed out that the tables at the end of the Liberal ` 
Party booklet shcwed improvements under the schem. 
for most of the classes of individuals there set out. 
Mr Peacock replied that the classes who did not benefit 
must be more numerous than those who did; in 1947 
56 per cent of all households had no dependent 
children. Single taxpayers greatly preponderated. He 
confirmed that in his view the employer’s contributions 
were treated as a cost of production and passed on in 
the prices of gocds and services. The chairman put 
the point made by the Inland Revenue that since 
sickness benefits and the like would continue, amal- 
gamation and its attendant benefits would be lost. Sir £ 
Arthur replied that the main cost of administration 
now was the collection and recording of weekly 
contributions. Far from there being an increase in 
national insurance staff greater than the decrease in 
Inland Revenue staff, there would actually be a fall in 
national insurance staff. He agreed with Lady Rhys- 
Williams’s suggestion that the books of coupons could 
be issued with food ration books and cashed at sub- 
post offices or even shops. People with incomes over 
£600 would be picked up from employers’ returns and 
test checks, a return from everyone would not be 
necessary. The chairman suggested that the present, 
system of child allowances through income-tax might 
be designed to help the higher income groups who send 
their children to fee-charging schools. Sir Arthur 
replied that the proposed scheme exempted £75 of 
income for each child from the proposed supplementary 
tax on incomes over £600. The chairman quoted a 
criticism of the scheme which was made in a memoran- 
dum submitted by the Inland Revenue Staff Federation, 
namely that the Chancellor would be deprived of the 
elasticity in framing his Budget which the present tax 
system now offered. Sir Arthur said the scheme in some 
ways supplied more elasticity; it would apply univer- 
sally, while income-tax did not. Moreover it was 
desired to reduce complications, not perpetuate them. 
Booms and slumps could be met by alterations in they 
amounts of cash allowances. The existing dependent* 
relative allowances would be disposed of by the weekly 
cash payment to every adult. He denied that a flat 
rate tax would in the circumstances be necessarily 
disincentive. Family men with high wages would 
certainly suffer the deduction of large amounts but they 
would receive cash allowances to balance, although if 
the children’s allowances were paid to the wife, the 
husband. as an individual might be worse off. Mrs 
Naylor observed that people varied in their reactions 
to tax, some were constrained to earn more to make up 
the tax deducted; Ledy Rhys-Williams’s original scheme 
of paying a weekly sum to everyone, working or un- 
employed, was designed to be an incentive to work 
since idleness would no longer be a condition of pay- 
ment. Miss Seear added that one could not generalize 
about incentive except where there was a jump in rate 
on marginal earnings as under the present system. 
Mr Crick, a member of the Commission, put questions. ` 
which appeared to te designed to show the advantages*®. 
of retaining national insurance reserves to meet future 
pensions and widespread unemployment, together with 
the existing machinery for achieving flexibility in 
national insurance. 

Sir Arthur Comyns Carr said he did not wish ro 
commit himself as being either in favour of, or against, 
the abolition of the existing National Insurance Funds.. 
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The part of the supplementary Liberal Party memor- 
andum dealing with this aspect had béen prepared by 
¿Mr Peacock who had already left the meeting. Mr 
Crick pointed out that the scheme introduced no 
incentives for people in the sur-tax groups, and did 
not show how tax was to be deducted from the earnings 
of the self-employed. Mr Keswick made the point 
that food offices might not always be with us to hand 
out books of coupons. In reply to Mr Hicks, Sir Arthur 
said that the main principle of the proposed scheme 
was to replace flat rate weekly contributions by a 
graduated tax. This was a reform which could be 
carried out alone. ` 
Ae Oral Evidence of the Inland Revenue 
d the afternoon Mr F. A. Cockfield, Director of 
Statistics and Intelligence of the Inland Revenue, and 
Mr Gerald Williams, Assistant Secretary of the 
Ministry of National Insurance, gave evidence’ Mr 
Cockfield said that national insurance contributions 
were irrelevant to the question of incentive, what was 
relevant was the tax on marginal earnings. The six 
million people earning over £135 per annum who now. 
paid no tax would be faced with a deduction of one- 
quarter of all they earned. At the present time they 
could not possibly be deterred from overtime by tax 
since they paid none. The estimated saving in Inland 

venue staff represented about half the existing 
complement. At present, fifteen million return forms 
were issued each year, not all to the same people. Under 
the proposed scheme it would be necessary to issue a 
return every year to everyone over £600, and periodic- 
ally to those below this income. Small traders with 
wives and children or other dependants were at present 
written off without a precise calculation of their profits, 
which would no longer be possible under the scheme. 
P.A.Y.E. at present swept up minor adjustments in 
respect of subsidiary sources of income, such as the 
net annual value of an owner-occupied house. About 
a million people under £600 per annum owned their 
own houses and if the scheme were adopted each one 

these houses would have to be assessed, and the tax 
on it collected, separately. 

The Ministry of National Insurance 

Mr Gerald Williams then gave evidence of the 
estimates of increased staff of his department to operate 
the scheme. On the basis of 38 million adults, the 
present staff of 4,500 clerks issuing allowance books 
would have to be increased by 22,000 to 26,500. The 
local office staff would go up from 5,500 to 11,500. 
The central issue of books, staggered and highly 
mechanized as it was, would be much cheaper’ than 


the food office method. Allowance coupons should not - 


be incorporated in ration books because they were 
valuable’ documents, whereas food coupons were 
worthless bits of paper. The chairman remarked that 
food coupons were on the contrary extremely valuable. 
Mr Williams said the existing 4,500 staff issued books 
covering 7} million people. Payment of the allowances 
through post offices cost his department about 
£250,000 for every million books, about a penny for 
ch weekly payment, but he could give no estimate of 
the staff employed on this work. He had taken no 
account of the saving through the abolition of contribu- 
tions, but did not think it would be very great. Mr 
Millard Tucker, reverting to the estimates of staff 
needed to issue allowance books, said that at present 
there seemed to be one clerk for every 1,900 people. 
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The estimate of 22,000 clerks to issue the extra books 
made him ask what would these clerks be doing for the 
rest of their working time. Mr Kaldor said it meant 
that each clerk took a whole day to issue six books, 
which compared very unfavourably with a doctor for 
instance, who had two to three thousand patients. 
Mr Williams said the recording of births, deaths, 
changes of address and the like took a lot of time. He 
had based his estimates on the time now taken to issue 
family allowance books, a comparatively simple 
procedure. The remuneration of these 22,000 clerks 
would amount to some £9 million a year. Three-fifths 
of them would do the actual work, the rest being 
messengers and the like. At this point a jocular 
reference was made to tea-making. Mr Kaldor thought 
that witness had probably over-estimated the time 
necessary in that there would be little necessity for 
checking entitlement. He pointed out that with a staff 
of only 31,000 the Inland Revenue dealt with the 
complicated workings of income-tax for about twenty 
million people. However, Mr Williams persisted that 
his estimate of 22,000 extra clerks to issue books was 
correct. d 


The Inland Revenue Evidence Resumed 


Mr Millard Tucker then went on to question Mr Cock-~ 
field on the statement that the saving of ten to fifteen 
thousand Inland Revenue staff would be accompanied 
by an increase of twenty-eight thousand in national 
insurance staff. Witness said he had taken the 
increase in the number of collectors into account. 
If tax on subsidiary income were to be deducted at the 
source there would be many more repayment claims, 
as also in the case of building society interest exceeding 
the net annual value of houses owned. If the lower rate 
of tax were deducted, there would have to be supple- 
mentary assessments in many cases. There was no 
clear solution. The precise estimated saving in Inland 
Revenue staff was 10,800 but there were so many 
imponderables that he had preferred to give round 
figures of ten to fifteen thousand. In reply to Mr 
Carrington he said that P.A.Y.E. administration had 
been enormously simplified since its inception, though 
little had been done to lighten the employers’ share of 
the burden. By giving new values to existing code’ 
numbers on a change of personal allowances, instead of 
printing new tax tables, it was possible to implement 
Budget changes within a very short time. He could 
give no estimate of the burden on employers; for a 
large, highly mechanized concern it was probably one 
clerk for every 4,000 employees, for a smaller concern, 
one clerk for 800 employees, possibly a total of 10,000 
clerks. He did not know what the burden of stamping 
insurance cards amounted to. He agreed with Mr Crick 
that for the Inland Revenue, the smaller the tax paid 
by an individual, the greater the cost of collecting it; 
indeed, in P.A.Y.E. it was practically a standing 
charge, regardless of the amount of tax. Sir Thomas 
Gill referred to the six million workers earning over 
£135 who did not pay any tax.’He made the point 
that it was wrong to say that such people were not 
affected by income-tax. Many would be borderline 
cases who would have the fact of income-tax very much 
in mind when considering whether or not to work 
overtime. 
E The Next Meeting 

The next public meeting will probably take place 
in the autumn. 
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CHARTERED ACCOUNTANTS AT CRICKET 


ANNUAL MATCH WITH LAW SOCIETY 


At the Institute’s annual match with the Law Society 
at the Hurlingham Club on July 8th, the toss was won 
by the Chartered Accountants and M. I. Makin 
and S. R. Lang opened the innings on an easy- 
paced wicket. Lang scored at a fast pace until he was 
given out behind the wicket when he had made 2g, and 
E. B. Palmer then joined Makin. After scoring 12 runs 
Palmer was caught at mid-on with the score standing 
at 53. However, his departure was followed by a really 
good stand by Makin and J. Pickering, who carried the 
score to 129 for 3 before the former was beautifully ran 
out by Jones. 

Time was by now getting on and the remaining 
Institute batsmen endeavoured to force the pace; soon 
after 4 p.m., however, the Institute had to be content 
with a score of 214 all out. 

The Law Society opened their innings with exactly 
2ł hours in which to make the required number of 
runs, and it certainly looked as if they would have no 
difficulty in achieving this. W. F. Goold scored freely, 
and the first 50 runs came in the half-hour before tea. 
After tea, J. Pickering, who had bowled very steadily, 
managed to secure S. Mundy’s wicket, and almost 
immediately Goold was caught and bowled by E. H. 
Morland. 

These two successes opened up the game; E. H. S. 
Singleton scored steadily, but when M. J. Rosenberg 
and T. M. Sutton-Mattocks were dismissed the Law 
Society had lost four of its strongest batsmen for 145 
runs. 

Almost immediately afterwards Singleton was clean 
bowled by G. Ford, and with an hour left for play the 
Institute team began to anticipate the possibility of 
victory. 

W. E. Jones batted next with W. O. Nicholls, his 
innings being high-lighted by two magnificent sixes 
before he lost his wicket to a splendid catch in deep field 

by Pickering. At this stage of the game there was only 


a | 


enough time left for two more overs, and as a result of 
accurate bowling the Law Society were unable to 
obtain the rz runs needed to win, so once again both , 
sides had to be content with a draw. 

The scores were as follows: 
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M. I. Makin, run out .. e a ss -49 ` 
S. R. Lang, b. Nicholls . sie as n 29. 
E. B. Palmer, c. Jones, b. “Goold y Vë db Leg 
J. Pickering, c. Jones, b. Goold Si ws vin ae 
D. A. J. Manser, b. Jones ee VE SE SE 
E. M. A. Reid, b. Goold ni Dé ae .. 20 
G. Ford, b. Goold oe Së D va .. 13 
G. V. Pearse, b. Goold Lë SA e 12 
E. I. Terrell, c. Jones, b. Goold | = Zë «+ Sp 
L. W. Robson, b. Jones Së 8 Ae -4 
E. H. Morland, not out .. d S T ar | 
Extras: Lb. 1 .. r 
TOTAL .. , 214 


Bowling: W. E. Jones 15~2-64-2, W. F. Goold 19-5- 
62-6, W. O. Nicholls 9-2-30-1, T. L. 





Outhwaite ro-1-31-1, M. J. Rosenberg Dr 
6-1-26-0. : 
Tue Law Socrzry 
S. Mundy, c. Morlend, b. Pickering .. Ss . 8 
W. F. Goold, c. and b. Morland is ge .. 60 
E. H. Singleton, c. Reid, b. Ford e? es .. 26 
M. J. Rosenberg, b. Ford ie $ ce .. 8 
T. M. Sutton-Mattocks, b. Pickering ee os) QI 
W., E. Jones, c. Pickering, b. Morland: ae . 28. 
W. O. Nicholls, not out e Di .. 16 
J. B. Sweetman, not out aa chs ean aah 
Extras: bm, 13 
"Donat, (6 wkts) .. 204 


Bowling: G. Ford 14-0-84-2, E. H. Morland13-0-60- A 
2, J. Pickering Sec 2, E. I. Terrell 2—1- £ 
11-0. 


NOTES AND NOTICES 


Personal 


MR ARTHUR BARRON, F.C.A., principal of the firm of 
A. Barron & Co, of 2 Clement’s Inn, Strand, London, 
WCz, announces that, with effect from July rst, 
1951, he has taken into partnership Mr ARTHUR 
Norman Bass, A.C.A., and that the practice will be 
carried on under the name of Barron, Bass & Co. 

Mr WALTER LOVATT, F.A.C.C.A., announces that, 
as from July 16th, 195x, he has taken into partnership 
Mr GEORGE OLDMAN SUTTON, A.C.A. The practice 
will continue to be carried on at 7 Western Road, 
Hove, 2, Sussex, under the existing firm name of 
Wa ter Lovatt & Co, 

Messrs WarmsLey, HENSHALL & Co, Chartered 
Accountants, of 29 Eastgate Row, North Chester, 
announce that they have taken into partnership as 
from April rst; 1951, Mr JOHN Grecson RAYMOND, 
A.C.A. The name of the firm remains unchanged. 


Messrs CARNABY Harrower, BaruaM & Co, of 
College Hill Chambers, London, EC4, and 13 High 
Street, Guernsey, announce that Mr KENNETH JOHN 
Rowe, A.C.A., has, as from July rst, 1951, been ad- 
mitted into partnership in their Guernsey practice, of 
which he has been resident manager for the past two 
years. 

Obituary 
GEORGE WALTER STREET, F.S.A.A. 
We have learned with regret of the sudden death, on 
Sunday, July 15th, of Mr George Walter Street, 
F.S.A.A., senior partner in the firm of Messrs Street, ; 
Ibbotson & Co, Incorporated Accountants, ké 
Manchester, Rochdale and Congleton." 

Mr Street qualified in 1924 and commenced in 
practice in 1930. He became a committee member of. 
the Incorporated Accountants’ Society of Manchester 
and District in 1938, was later honorary treasurer 
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and then vice-president. In June of last year he 
wwas elected president. . 

An enthusiastic sportsman, Mr Street was particu- 
arly interested in football and cricket, and had been 
fast bowler for the Old South Manchester Cricket 
club. In later years he was a keen golfer. 

Mr Street had a quiet, unassuming manner with 
ntural qualities of leadership; his death in his fifty- 
urth year is a sad less to the profession, and in 
articular, to the‘Manchester and District Society of 
hich he was a most popular president. 


sae be? 


East Anglian Chartered Accountants 
Students’ Association 


The tenth annual report for the year ended March 
31st, 1951, of the East Anglian Chartered Account- 
ants Students’ Association, shows that the total 
membership of the Association is 139. A tuition 
course on thé lines of previous ones was held in 
Norwich in September 1950, though there was a 
decline in the number who attended. The Tuition 
Committee, showing concern at the drop in attend- 
ce (which was further accentuated at the April 1951 
course) gives a warning that it may not be financially 
possible for the courses to be held in future if the 
drop continues. 

A series of five lectures i in Norwich, two lectures in 
Ipswich, and visits to two industrial installations in 
Cambridge were arranged during the year. The 
officers of the EE for the eneuene year are 
as follows: 


President: Mr G. A E Oldfield, A.C.A. 

Committee: Messrs K. T. Boardman, A.c.a., D. H. 
Gilbert, G. M. Stannard, S. P. McGuire, A. J. 
owman-Vaughan, C. E. Eldred, J. M. Page. 

Hon. Auditors: Mr J. D. Macdonald and Mr N. A.E. 
odd. 


Hon. Secretary and Treasurer: Mr D. C. Denman, 
felverton Hall, near Norwich, Norfolk. 


The Hospital Service Plan 


ndon Association for Hospital Services which 
the Hospital Service Plan-a voluntary 
scheme providing financial facilities for 
; treatment in hospital private wards — 
rther improvements to benefits 
concern the scheme for pupils 
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In Parliament 
P.A.Y.E.: Evasion 


Major Leccr-BourkE asked the Chancellor of the 
Exchequer if he is aware that the present machinery 
designed to deal with the-collection of pay-as-you- 
earn from those changing employers during the year 
is inadequate to prevent tax evasion; and what steps 
he is taking to improve this machinery. 

Mr Jay: The scope for fraud under the present 
machinery is very limited, and I am satisfied that the 
safeguards operated by the Inland Revenue are 
adequate. 

Major Leccr-Bourke: Would the hon. gentleman 
bear in mind that form B. 45, which the old employer 
has to fill in, places no responsibility on the new 
employer but merely gives him information as to past 
taxation that has been taken from the employee; and 
would he see whether some system can be introduced 
to remind the new employer that he has an obligation 
to take P.A.Y.E. from those who should be paying it? 

Mr Jay: I think that is already done, but I will cer- 
tainly look into it. 


Hansard, July 17th, 1951. Oral Answers, Col. ro62. 


‘TAXPAYERS: INCOME RETURNS 


Mr Pitman asked the Chancellor of the Exchequer 
whether the Inland Revenue inquiry into failure by 
tax-payers to return all their income has been com- 
pleted; and with what results for returns by book- 
makers. 

Mr Jay: The inquiry has been completed, but it 
was directed to examining the best methods of dealing 
with the under-assessment of profits; no statistical 
investigations were made into the measure of under- 
assessment of particular trades or occupations. 

Hansard, July 17th, 1951. Written Answers, Col. 89. 


POST-WAR CREDITS 
Mr Ottver asked the Financial Secretary to the 
Treasury by what authority post-war credits, which 
have matured by reason of a deceased person having 
attained the age of 65 years before his death, are with- 
held from the executors or administrators for dis- 
tribution notwithstanding the deceased person’s right 
to have his post-war credits credited to him for his 
own use during his lifetime, had he made à claim. 
Mr Jay: Section 26, Finance Act, 1946, authorizes 
payment of post-war credits only where the holder 
makes a written application showing that he satisfies 
the conditions laid down, including the condition 
relating to his age. 


Hansard, July 17th, 1951, Written EE Col. 87. 
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The Professional Classes Aid Council 


The Council reported last year that the finances were 
in a more satisfactory state than for some time. 
Unfortunately the thirtieth annual report for the 
year ended March 31st last, shows that the improve- 
ment has not been maintained, for the accounts 
disclose a deficit of £1,094, the actual figures of 
. income and expenditure being £14,937 and £16,031 
respectively. 

Four classes of financial aid were given during the 
year: from the annual grant fund, 58 people — mainly 
, elderly and infirm — were helped, £3,051 being 
distributed; many requests for aid towards educational 
expenses came from parents and guardians, and the 
© Council made grants of £4,186, helping 116 children 
~ 66 boys and co girls;.the amount spent on training 
was £1,338, and 43 students were helped; grants for 
general relief, such as temporary maintenance, life 
insurance premiums and convalescence, amounted 
to £2,056. 

The Council is composed of representatives of 
almost all the great professional bodies, among which 
are the Institute of Chartered Accountants in 
England and Wales, the Society of Incorporated 
Accountants and Auditors and the Association of 
Certified and Corporate Accountants. 

The Secretary of the Council is Miss G. M. 
Walters, and the offices are at 20 Campden Hill 
Square, London, W8. 


Parcel Post Rates Higher 


On and from Monday, July 30th, the inland parcel 
postage rates are to be increased by 1d at each of the 
first three steps of the weight scale and by 2d at each 
subsequent step, while the rates for parcels sent by 
post from the United Kingdom to the Irish Republic 
will be increased by 3d at each step of the scale. 


Recent Publications 


Tue ELECTRICITY STATUTES, ORDERS AND REGULATIONS, 
Second Edition, compiled by Norman Elliot. xxx+ 560-+ 
lxxii pp. 94 x 6. 21s net, South-E astern Electricity Board, 
Hove, Sussex. £ 

WuiLLAaNs’ Tax TABLES, 1951-52, by George Whillans, 
F.LB., F.T.1.1., F.RE.S. 10X6. Single copies 3s 6d net, 
six copies or ‘more 3s, twenty-five copies or more 2s 6d, 
post free, Butterworth & Co (Publishers) Ltd, London. 

PRINCIPLES OF TEACHING APPLIED TO BOOK-KEEPING AND 
Accounts, by J. H. Williams, B.Com.(Lond.) vii-+-147 
pp. 7$X5. 12s 6d net. Sir Isaac Pitman & Sons Ltd, 
London. 

Accounts CONSOLIDATED IN Five Staces (Papers consist- 
ing of text, plan-account diagrams and examples), by 
Ancrum Evans, T.D., A.C.A. 158 6d net. Celoplan Publica- 

tions, London. 
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Corrigenda 


In the penultimate line of the leading article entitled | 
‘Estate Duty and the Family Business’ in our last issue, the,- 
word ‘exert’ was misprinted as ‘exact | 

Similarly, in a Weekly Note headed ‘F Ge oby Director’, 
in the same issue, the name of Mr e y Ch “catfeild was, 
unfortunately, mis-spelt. 


be 
SEVENTY-FIVE YEs, E AGO 
From The Accountant or Jury 2gth, 1876 


Extract from: 
The Money Market 


The influx of gold to the Bank continues, the return 
showing increased strength, the coin and bullioj 
amounting to £33,037,926. This vast amount lyin 
idle tells badly for the trade of England, although 
great part of it is in consequence of a want of ve 
which, until the last few years, has usually bee} 
in foreign loans, now undoubtedly closed fo} 
time; yet it points to the stagnation in trade 
of confidence. It is impossible for this 
trade to last without seriously affecti 
with young: firms it must, indeed 
upon their resources, and if i 
otherwise than end in catastrq 
not had time to put by a 
emergencies. 
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DIVIDEND FREEZE 


rm ACH year the country awaits with trepidation the Budget 
Ha and Finance Bill, and follows them with careful 
calculations of the consequences of the Government’s 
declared fiscal policy for the coming twelve months, naturally 


-- assuming that the worst is known. The last Budget gave particular 


reason for this assumption, introducing as it did a record high rate 
of income-tax and a 66 per cent increase in.profits tax. It has been 
followed by a spate of new issues and offers of shares on terms 


. based on forecasts made in the light of the declared programme. 


These forecasts have now been completely falsified by the abrupt 
and unexpected introduction of a three-year strict limitation of 
dividends, announced on July 26th, 1951. As a result, large 
numbers of investors. have lost heavily, both in income and in 
capital. This, however, is only one of the regrettable consequences 
of the CHANCELLOR’s second thoughts. 

The inevitable confusion caused by the announcement is 


_ increased by the fact that the text of the necessary Bill will not be 


released until next October; in the meantime there is merely a 
hurriedly concocted and incomplete summary of it in a White 
Paper! which raises as many questions as it answers. Nothing is 
said of the existing power to apportion undistributed profits 
among shareholders for sur-tax purposes, which is automatic in 
the case of private investment companies. Is the shareholder to 
pay sur-tax on income which the law forbids him to have? 

What is already clear is that those companies which have 
persistently ignored the call to limit dividends will escape scot 
free, while those which have co-operated will be penalized. On the 
other hand the popular assumption that those British registered 
companies which have removed their management and control 
abroad will escape, seems to be wrong, since the freeze will 
apparently apply to all companies incorporated here — a fact which 
is not likely to please their overseas shareholders. 

The CHANCELLOR did not claim that the measure itself would 
reduce inflation, indeed its direct effect on that problem will be 
negligible. He based his reasoning on the psychological effect 
which rising dividends have on wage-earners, saying that they 
inevitably act as a continual irritant on the majority of the popula- 
tion who are not shareholders. Even if this were true, it is doubtful 
whether the universal schadenfreude which the CHANCELLOR hopes 
to arouse in the breasts of the workers will in fact dissuade them 
from claiming wage increases despite the continuing rise in prices. 
Falling profits and dividends in the past have not noticeably 
reduced wage demands, as witness the history of wage negotiations 
in the British Railways. In any case, there is little logic in believing 


1 ‘Control of Dividends’, H.M.S.O. Cmd. 8318. 3d net. 
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that a temporary deferment of the shareholders’ 
right to enjoy his company’s profits is sufficient 


consideration for the worker’s complete abandon- 


ment of a present increase in wages. 


Another strange excursion in logic is the method ° 


used by the CHANCELLOR to demonstrate the rise 
in dividends. A company pays: dividends out of 
' net taxed profit and it is this net sum which 
reaches the shareholder’s pocket and is relevant 
to inflation considerations (assuming that the bulk 


of it is not taken in sur-tax). The CHANCELLOR 


however compares notional gross dividends, after 
adding back tax at the standard rate, so that the 
‘recent increase in rate from gs to gs 6d by itself 
produces an apparent increase of nearly 5 per cent 
in dividends distributed. 

The text of the White Paper indicates promises 
that the proposed Bill will accord with the worst 
_ traditions of Finance Bill drafting. The Bill will 
limit the gross amount of all dividends, including 
cash bonuses and other distributions not being 
repayments of capital. Fixed rate dividends, but 
not the participating element of preference divi- 
dends, will be exempt. The upper limit will be 
one of the following three standards, at the 
company’s option: ` 

(ai The average of the amounts distributed for 

the last two accounting periods for which, 
before July 27th, 1951, a final dividend has 
been either paid or publicly announced, 
adjusted up or down if such periods fall 
‘short of, or exceed, twelve months. A similar 
adjustment will be made where the ‘relevant 
capital’ is greater or less than it was at the 
beginning of the standard period. 

_ (6) Five per cent of the ‘relevant capital’ at 

‘the end of the period for which the dividends 
are paid. However, new capital is dis- 
` regarded if throughout the period it did not 
rank for dividend. If it did not rank for 
dividend for a portion of the period, a 
corresponding portion of it is disregarded. 
The Treasury may increase the 5 per cent 
in exceptional circumstances but the CHAN- 
CELLOR has intimated that they will use this 
power only in ‘very special cases’. 
` (c) Ten thousand pounds, regardless of the 
number of shareholders. The fewer these 
are, the more generous the limit. 
In each case the limit is based on an accounting 
period of twelve months and is adjusted for 
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periods of different lengths. Relevant capital 
means paid-up share capital but excludes capital | 
carrying a fixed rate dividend and bonus shares 4 
issued since the beginning of the standard period, 
whether limit (@) or limit (b) is chosen. Thus most 
bonus shares issued since the tax on them was’ 
repealed will be ignored for the purpose’of com- 
puting how much profit the company y 
distribute. ; 
A company which had not completed ` two ` 
SE pericds by July 27th, 1951, has a+ 


special standard in place of the three optional 


standards detailed above. It follows that the over-. 
riding minimum of ten thousand pounds, will not ` 
apply to it. The special standard is 7 per cent of 
the relevant capital, as already defined; at the end. 
of the accounting period in question. The 7 per . 
cent may also be increased by the Treasury, but ` 
again only in exceptional circumstances. ; 

A dividend expressed to be paid for the 
accounting period during which it is in. fact paid 
relates to that period for the purpose: of the 
control. In all other cases, it is deemed to relate: 
to the last accounting period ended before it is ` 
paid, no matter what period it is expressed to be - 
for. These rules apply not only to dividends 
subject to control but also to dividends of the 
standard period. Any attempt to increase standard 
(a) by declaring an additional final dividend for 
the second half of the standard period will be 
thwarted by a provision that the addition shall be 
deemed to be for the period in which itis paid. A 

There can of course be no direct prohibition of 
dividends paid before the Bill becomes law. 
Nevertheless if dividends are paid or declared for 
the current perioc to an amount which exceeds 
what would be permissible if the Bill were passed, 
the excess, in so far as it was declared after 
July 26th, 1951, will be deducted from the per- 
missible dividends of subsequent periods. 

The White Paper cites two examples of what ity 
calls evasion of the control. These are, converting 
shares into preference shares, and repaying 
capital, notwithstanding its own statement that 
mere repayment cf capital will not be controlled. 
It promises measures designed to defeat these and. 
other, unspecified, devices. Little ingenuity is 
required to think of several of these, and if all of 
them are to be prchibited, whether bona fide or 
not, the role of shareholder may well cease to 
have any attractions at all. 


> 
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g HE British Bankers’ Association has 
| submitted to the Royal Commission on 
: the Taxation of Profits and Income a 
mémorandum which contains some interesting 
figures showing how the financial position of 
small and medium-sized companiés has worsened 
in the four years ended in 1950. The Association 
“recalls that in 1945 the country’s economy was 
+highly liquid, both absolutely and in relation to 
the national income. It gives statistics to show 
that since that time there has been a marked shift 
in the ownership of bank deposits away from 
“companies and the like to individuals, although 
the production account shows an increase between 
‘1946 and 1950 of over 40 per cent in turnover. 
` More direct light is thrown upon the changes 
“ in the liquid position of businesses by a special 
inquiry into a sample of 1,514 companies, each 
*with a capital not exceeding £100,000. The 
” sample is of course slightly biased in that a com- 
pany’s balance sheet does not become. available 
to its bank unless the company is a borrower. 
- Although figures for partnerships and individual 
traders have not been taken, the Association says 
that in the experience of the banks these are 
worse off than companies. The sample shows that 
the aggregate cash or equivalent resources of all 
the companies fell from £18,662;000 in 1946 to 
> £14,112,000 in 1949-50, while the total of 
, bank overdrafts rose in the same period from 
£13,998,000 to £30,589,000. The value of the 
stocks carried was more than doubled, although 
their physical quantity is probably not very much 
greater. In the Association’s view the. inquiry 
amply confirms the general impression that the 
rise in. business financial requirements has out- 
paced capital resources, that although the 
stringency is not yet sd acute as-is sometimes 
` supposed, serious difficulties may arise if the 
‘inflation continues or a depression supervenes. 
Among the factors which have produced the 
stringency the Association regards as of over- 
whelming importance the present practice of 
e basing depreciation allowances on historical cost 


and of taxing the apparent profits which an | 


inflationary rise in stock prices throws up. 


“To the economist, if not to all accountants [says 
. the memorandum], it appears.self-evident that the 


true profits cannot exceed the receipts . . . after - 
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providing for the replacement of the physical 
capital used in earning the profits . . . i.e. after 
allowing for the wearing out of fixed assets and 
replacing circulating capital embodied in the out- 

- put... both of which, in a continuing business, 
have to be maintained.’ 


Accordingly, while praising the exposition of this 
problem in the Tucker Committee Report, the 
Association wholly rejects the Committee’s -con- 


clusion that no special relief in respect of inflation 


should be given. The memorandum asserts that 
if the present inflation had been only a little more 
rapid in its onset the problem would have been 
faced and dealt with. It had been dealt with in 
other countries, less heavily taxed than this. 
Although the estimate of total undistributed 
profits this year stands at only £690 million, the 
Economic Survey for 1951 estimates that £700 
million will be required by companies and public 
authorities to finance stock appreciation. The 
memorandum reminds the Commission that the 
suspension of initial allowances will be directly 
contrary to the recommendation of the Tucker 
Committee that they be selectively increased. 
The familiar arguments in favour of deprecia- 
tion and amortisation allowances for all wasting 


_assets are repeated and a plea is made for a 


reduction in the tax burden on that part of profit 
which is put to reserve for development and 
expansion. The memorandum attacks the negative 
character of the provisions relating to deductible 
expenditure in arriving at taxable profit, and 
promises further representations on these. 

On the general effect of direct taxation, the - 
Association considers that the present steeply 
graduated rates should be lowered and made less 
abrupt, so as to strengthen incentive. This 
reduction should be accompanied by increases 
in indirect taxation or the partial withdrawal of 


- subsidies. Although the Association views. the 


recent migratory trends of British companies with 
concern, it points out that the proposed measures 
to stop these trends will deter both British enter- 
prise abroad and the import of foreign capital. 

Banking opinion is impressed by the argument 
that to link income-tax personal allowances with 
social security would reduce administrative costs, 
but it would view with regret any loss of identity 
between contributions and benefits. . 
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ANOTHER VIEW ON ORTHODOX PROFITS 


by JEFFERY ENGLISH, A.C.A. ` R 


The author says: ‘By blindly applying accounting principles without comprehend- 

ing their underlying meaning, the self-styled “orthodox accountants” have 

themselves gone right off at a tangent. The basic principles, evolved long ago, are 

as valid now as ever: but unless we apply them intelligently and use the right one 

in the right place, principles degenerate into dogma, and truth and fairness depart 
from our midst.’ 


GREAT deal of nonsense has recently been 
talked about profits, reaching its lament- 
able climax when seemingly quite intelli- 

gent people are seriously asking ‘what is profit?’ 
Much of it appears to centre around an alleged 
difference between the economist’s concept of 
‘real profit? and the figure produced by the 
accountant applying his ‘accepted accounting 
principles’. In point of fact, there is no such 
difference, and the two are identical. 

There is nothing whatsoever wrong with the 
‘accepted accounting principles’ themselves: but 
what is wrong, and very wrong indeed, is the way 
in which they are now being applied. ‘Principles’, 
essentially, are in the plural, and there are more 
than one of them: and the trouble at the moment 
appears to arise solely from the fact that accounts 
are being drawn up, certified, published, and 
generally accepted (and used not only by the 
Inland Revenue, but also as the most virulent 
political propaganda) based throughout on the 
wrong one of these most excellent ‘principles’. If 
the referee’s looking at the wrong page, it’s no 
good blaming the rule-book: and the fact that 
accountants are almost universally misapplying 
the rules, doesn’t in any way prove that the 
rules themselves need overhauling. 


Basic Principles and Inflation 
Let me amplify. Every text-book, however old, 


on book-keeping and accounts, has a stereotyped: 


section on how to deal with the accounts of foreign 
branches. Firstly one comes to the branch in the 
country working on a fixed rate of exchange, which 
is easy. And then one deals with the rascally 
foreigner whose exchange rate isn’t so stable; 
so we rightly proceed to convert all his figures 
into rock-steady sterling, and by using different 
rates of exchange for different debits.and credits, 
we swiftly remove all the unstable elements, 
working out what the branch profit really was, 
and writing off any loose ends to ‘profit or loss 
on exchange’. And very careful we are, too, to 
show ‘net profit’ as the final amount after the 
‘loss on exchange’ — only looking at the inter- 
mediate figure if we want a comparison with a 


previous year’s results. You see what I mean? — 
we quite successfully completely iron out all the, 
effects of currency inflation, and we only show as. 
net profit what our friends the economists woud 
agree was ‘real profit’. 

Having, however, for decades thus insisted on 
putting the fickle foreigner’s house in order for 
him (working out a most admirable and thoroughly 
‘accepted accounting principle’ to cope with it), 
we appear unfortunately rather to have neglected 
the out-sized beam that is rapidly dimming our 
own eye. If the foreigner goes sedately on for a 
number of years at a fixed rate of exchange, wad 
apply the ‘fixed’ procedure quite correctly; but 
at the very first sign of his stepping of from the 
primrose path, we clamp down immediately with 
the ‘fluctuating’ procedure, and coldly view him 
in his true perspective, quite unbiased by any of 


his crafty manipulations of the currency. Here 


at home we carried on for years on a reasonably 
stable basis; but now that the value of money is 
slipping from day to day, have we made the 
slightest attempt to apply our ‘ironing-out’ 
principle to ourselves? We have not. We're still, 
blithely using procedure No. 1 and bemusedly j 
wondering why it so ill befits situation No. 2. 

Let us see exactly what this means in terms of 
a concrete example. To do so well consider a 
foreign branch; and firstly, we'll set up our yard- 
stick by taking the case where the local currency, 
the Fickle, has steyed put all through the years 
at twenty to the £ — and this is‘shown at schedule 
No. 1, 


Stable Currency Conversion ee 
ScHEDULE No. 1 
TRIAL BALANCE 














Fickles Rate Sterling 
Capital .. 55,200. 20 . - -2,760 
Fixed assets 48,000 20 2,400 0° 
Opening stock .. 7,200 20 360 
Purchases 60,000 20 3,000 oS 
Sales 82,800 20 4,140 
Expenses Ss 9,720 20 4856 rn" 
‘ Closing stock .. 12,000 12,000 20 600 600 
Depreciation 9,600 9,600 20 480 480 
Cash 13,280 20 654 
159,500 159,600 7,980 7,980 
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Prorir AND Loss ACCOUNT 














Sales 4,140 
Opening stock . . 360 
R Purchases 3,000 
3,360 
Closing stock .. D 600 
2,760 
Expenses 486 
Depreciation 480 . 
3,726 
— Net profit 414 


=x 


a Net profit: 10 per cent on turnover, 15 per cent on capital. 


All is well. You have carefully examined 
Schedule No. 1, and you will have observed that 
we have made a profit of £414, which equals 
ro per cent on our turnover or 15 per cent on 
our capital. The profit and loss account is 
expressed in sterling, but if you like you can 

_ multiply throughout by twenty and convert it all 
back into Fickles — this in fact being done for 
another purpose in Note 1. 

wa But now let us take an identical year’s trading, 
‘with the Fickle gradually depreciating. Volume is 
unchanged, so the trial balance is made up 
appropriately. Just how it is made up is shown in 
detail at Note r: but the essential rates of ex- 

~ change assumed are: 


Date of purchase of fixed assets, pro- 
vision of capital, and beginning of 


year .. 20 Fickles to £ 
Average for year "under review 25 Fickles to £ 
End of year : Se Fickles to £ 


Not many businesses operating today have 
_suffered so little, and are in a position to say that 
their fixed assets (on which they are getting their 
tax allowances) cost only two-thirds of today’s 
prices. Most would put it at a half or even less; 
and the index of wholesale prices over the past 

p year shows a 50 per cent rise: so the rates we 
are taking are really quite reasonable, and in no 
way exaggerated. 


Fluctuating Currency Conversion 


SCHEDULE No. 2 
TRIAL BALANCE 

















aN, 
Fickles Rate’ Sterling 
Capital .. 55,200 20 2,760 
Fixed assets 48,000 20 2,400 
Opening stock .. 7,200 20 360 
Purchases ` 75,000 25 3,000 
Sales 103,500 25 4,140 
Expenses . 12,150 25 486 
Closing stock .. 17,400 17,400 29 600 600 
epreciation 9,600 9,600 20 480 480 
Cash 16,350 30 545 
7,871 7,980 
_ Loss on exchange 109 j 
185,700 185,700 7,980 7,980 
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Sales 4,140 
Opening stock . 360 
Purchases _3,000 
3,360 
Closing stock 600 
: 2,760 
Expenses 486 
Depreciation 480 

3,726 

Profit on trading 414 

Loss on exchange 109 

Net profit 305 


Profit on trading still ro per cent on turnover, 15 per cent 
on capital. 

The ‘loss on exchange’ is accounted for by the fact that 
cash realized from sales and not reinvested in stock or used 
for expenses was earned at Fickles 25 to £. When earned 
and realized, therefore, it was worth £654. It is now worth 
only £545 at Fickles 30 to £, and has therefore depreciated 
in value by the difference of £109. All the other assets have, 
as a result of this accounting procedure, ‘ridden the waves’ 
of inflation. 

Right. You have now examined Schedule No. 2. 
And doubtless you will have observed that 
although the ‘currency’ figures have changed out 
of all recognition, our sterling conversion shows 
precisely the same profit on trading as did our 
yard-stick, Schedule No. 1. Still xo per cent on 
turnover, still 15 per cent on capital—all the 
‘inflation’ has been ironed out simply by the 
application of this long-established principle. We 
have, however, suffered a loss in the purchasing 
power of our actual cash: and this has been 
isolated and thrown up separately, showing 
precisely how much inflation really has cost us. 
Our other ‘real’ assets have ridden the waves and 
gone up in terms of money just as money has 
gone down, so no loss on these has been sustained: 
but on the other hand, there is no obscuring of the 
position with paper ‘profits’. 

The system works, and has worked for years; 
and in fact should any examinee, sitting for his 
accountancy examinations fail to apply it, he 
would certainly never get through. But just 
suppose, for one moment, that he was so woefully 
ignorant, what would be the result of his efforts? 
Apart from very rightly failing his examination, 
he’d produce Schedule No. 3. 


Fluctuating Currency: No Conversion 
ScHEDuLE No. 3 
TRIAL BALANCE 





Capital .. 55,200 
Fixed assets 48,000 
Opening stock .. 7,200 
Purchases geg ` 75,000 
ales ` Le a 103,500 
Expenses si Ze 12,150 
Closing stock .. ` 17,400 17,400 
Depreciation d 9,600 9,600 
Cash .. an en 16,350 
185,700 185,700 
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Sales ee Sé 103,500 
Opening stock .. 7,200 
Purchases ! 75,000 
8 i 82,200 
Closing stock .. 17,400 
64,800 
Expenses 12,150 
Depreciation’ . 9,600 

86,550 

‘Net profit’? .. 16,950 


‘Net profit’ now 16-4 per cent (10 per cent) on turnover; 
30°7 per cent (15 per cent) on capital. 


Profit on trading is seen to have arisen from 
10 per cent (which we know to be correct) on 
turnover, to 16:4 per cent. On our capital, it has 
rather more than doubled from 15 per cent to over. 
30 per cent. Volume was the same: margins were 
the same; the only thing that has altered at all is 
the value of the currency — so to say. that we’ve 
doubled our return on capital is patently absurd. 
Yet this, unhappily, is precisely what we are now 
doing every day in this country, by omitting to 
apply the ‘fluctuating’ procedure to business 
` accounts as our own currency tumbles. Instead of 
showing that the ‘loss on exchange’ has eaten 
into our profit on trading to give us a net of only 
1r per cent (Schedule No. 2: £414 less £109, 
£305), we gaily show it as having more than 
doubled: and then we wonder why people (and 
company chairmen in particular) are begining to 
resent it. In truth, they’re beginning to criticize 
us for just the same reason as we should criticize 
the wretched student who failed his examination, 
who applied the wrong procedure to his foreign 
branch and showed so hopelessly inaccurate a 
result. For inaccurate it is, and in just which way, 
Schedule No. 4 sets out. 


Inflation Elements Identified 


ScHEDULE No. 4 
'TRIAL BALANCE 




















Sterling Rate Fickles 

Capital 2,760 25 69,000 
Fixed assets .. 2,400 25 60,000 
Opening stock 360 25 9,000 
Purchases 3,000 25 75,000 
Sales .. 4,140 28 103,500 
Expenses 486 28 12,150 ee 
Closing stock Dog Boo 25 15,000 15,000 
Depreciation 480 480 25 12,000 12,000 
Cash .. SH 545 f 25 13,625 

7,871 980 196,775 199,500 
Loss on 

exchange 109 25 2,725 
7,980. 7,980 199,500 199,500 
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PROFIT AND Loss ACCOUNT 









































Left alone Adjusted Error 
Sales 103,500 103,500 == ! 
Opening stock 7,200 9,000 1,800 
Purchases .. 75,000 75,000 o == 
82,200 84,000 
Closing stock 17,400 15,000 ` 2,400 
64,800 7 69,000 4,200 
Expenses .. 12,150 12,150 men 
Depreciation 9,600 12,000 ` 2,400 
86,550 93,150 : 
Profit on trading .. 16,950 10,350 6,600 9 
Loss on exchange. . — 2,725 2,725 " 
Net profit 16,950 7,625 9,325 





The trading profit in the ‘adjusted accounts’ is Fickles 
10,350 — YO per cent on turnover just as if no inflation had 
taken place. It is also 15 per cent of the ‘adjusted capital’ 
again as if no inflation had intervened. And the actual loss 
in purchasing power of the one truly depreciating asset — . 
money ~is correctly thrown up at Fickles 2,725, the ` 


‘difference between ics nominal value (25 to £) when earned, 


and the 20 per cent fall to the date of the balance sheet. Ae 


Schedule No. 4 works on the year’s trading 
averagé of Fickles 25 to £, and if we take it 
apart we shall find that the final conglomerate 
‘profit’ arises from four sources: 





Fickles 

(1) Net profit Séi e a is 7,625 
(2) Loss on exchange (inflation) ignored by 

failure to convert ie 2,725 

(3) Book ‘profit’ on inventories 4,200 

(4) Out-of-date depreciation 2,400 

16,950 





z 


Whether we convert to ‘rock-steady sterling’, to 
dollars, to kopecs, or barrels of apples, has no 
effect on the principle. So long as we convert the 
different types of transactions each at its own ` 
appropriate rate, and then reconvert at our one 
average trading rate, all the inflation elements 
will be isolated and clearly shown. ` 
Well, the two procedures exist — there’s nothing 
new or revolutionary in this whatsoever. There’s _ 
no need for new names, for ‘orthodox accounting’ 
versus the ‘ “new” replacement cost accounting’. 
This is the orthodox accounting, a principle that 
has existed, been accepted, and (for the foreigner) 
insisted upon, ever since accounts have been 
produced: can we unblushingly maintain that the 
sauce is for the foreign goose, and for export only?” 


For the Home Gander 


We may feel disinclined to start reshaping our ` 
accounts completely; but even if we fear to tread 
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where I.C.I. and others are leading, even if our 
traditionalists insist on still applying thé ‘fixed’ 
, procedure and showing all our figures as at 
present, surely the least we can do is to give 
some abbreviated analysis of the final item, 
splitting our ‘profit? between that earned, and 
that thrust upon us. Show: 





Fickles 

Profit earned by the company Së 7,625 
Additional book ‘profit’ due to inflation .. 9,325 
16,950 





oo 


‘This at least would be some contribution, 
something concrete not only to help our clients 
ward off the smear of ‘profiteer’, but also to warn 
them in exact terms (not mere generalities) of 
what inflation is doing to them. 

Accounts are no longer looked at solely by men 
who can read behind them. They’re used as a 
basis for ever-increasing wage claims; used quite 
unscrupulously as political propaganda; they’re 

used by the Inland Revenue to extract up to 

14s gd in the £; and now, through the increased 
dividends unwittingly declared from the ‘swollen, 
spurious profits, we've got what we richly 
deserve — statutory dividend limitation. 

The tool is at our hand, and has been all along, 
to show quite clearly that industry hasn’t been 
reaping such a golden harvest as its denigrators 
claim: but instead of using it, we continue to 
lump the genuine -profits and the paper profits 
together, and solemnly testify the meaningless 
whole as the ‘true and fair profit for the year’. 

> The only long-term, real answer is to apply our 
“fluctuating procedure’ o toto. Liro, replacement 
reserves, asset revaluation, and so on each nibble 


4 
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separately at one aspect of the problem — none 
of them, incidentally dealing with cash deprecia- 
tion, the third item in our list of inflation elements: 
baut our own established, neglected, but thoroughly 
workable procedure deals with them all at once, 
not only showing a true profit, but also producing 
a balance sheet more in keeping with the layman’s 
concept of a ‘true and fair view of the state of 
affairs’. And with laymen and politicians in the 
saddle, we ignore their views at our peril. 

There are practical difficulties — there always 
are ~ but they’re difficulties, not impossibilities, 
and we are, in all conscience, accountants, not 
mere automata and book-keepers. And so there 
we are, able to do it even if unwilling: but even 
if there are some amongst us who just couldn’t 
stomach the detail of altering our whole trial 
balance, surely the least that we owe to our 
clients, even whilst showing the whole of the 
accounts exactly as at present, is to sound our 
minimum warning as above, even if not being 
quite so brash as to show in detail: 





_ Fickles ` 
Net profit earned s 7,625 
Add Paper ‘profit’ arising from failure to > Su 
apply the accepted accounting prin- 
ciples, evolved by our forefathers but 
i unavailingly taught us in our youth .. 9,325 
Total entirely meaningless figure, uséd by 
shareholders demanding larger-dividends, : 
blamed for high prices and the high cost i 
of- living, certified by us to the Inland , 
Revenue as correctly taxable to the. hilt, , 
» and a gift to the left-wing propagandists 16,950, 


Either‘ it’s that, or it’s time we were consistent 
and re-wrote our foreign exchange text-books. 





Note 1: BUILD-UP oF FLUCTUATING CURRENCY TRIAL 
BALANCE 
To obtain the correct currency figures for the trial 
balance in Schedule No. 2 we proceed as follows: 
Fixed assets, capital, and opening stock —no change. . 
Depreciation — still 25 per cent on fixed assets — no change. 
` ‘Expenses — exchange rate has gone up from Fickles 20 to 
~Fickles 25 to £ (average for year), an increase of 25 per cent. 
Expenses therefore up from Fickles 9,720 to Fickles 12,150. 
‘Purchases, sales, and closing stock en back to units, 
thus: 
In Schedule No. 1 we bought a at Fickles 1,200 per unit, 
and sold for Fickles 1, 800 per unit: 











Sales ar we ar Ap. 82,800 — 
> Opening stock... 6 7,200 
` . Purchases .. .. Ep 60,000 
"ep | 67,200 
Closing stock `.’ ` 10 ’ 12,000 
l 46 55,200 46 82,800 





Sees 





The average rate of exchange for the year was Fickles 25 
against Fickles 20 to £, an increase of 25 per cent. Purchases 
would therefore be at Fickles 1,200 plus 25 per cent per 
unit, a total of 50 units at Fickles 1,5;00=Fickles 75,000. 


-Sales would similarly be at Fickles 1,800 plus 25 per cent, 


a total of 46 units at Fickles 2,250=Fickles 103,500. 
Assuming that purchases were made evenly over the year; 
the closing stock of ro units represents one-fifth of the 
year’s purchases. These, on the -usual ‘first-in, first-out? 
valuation basis, would be the last 10 units purchased, in. the 
last fifth of the year. At a steady rate of inflation, the - 
exchange rate would have been, for the last fifth (or two- 
tenths) of the year, Fickles 29 to £, an increase of 45 per 
cent. Forty-five per cent increase on Fickles 1,200 gives a 
‘lower of cost or market’ of Fickles 1,740 for the 10 units, 
so closing stock is valued at Fickles 17,400. Being a ‘real’ 
and not a ‘cash’ asset at the end of the year, it is converted 
into sterling at the rate ruling at‘ the date of purchase 
(Fickles 29 to £), and not.at the year-end rate. 

Cash is the actual amount in the till, and represents the 
actual amount realized from sales, less that spent out on 
purchases and expenses, 
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WEEKLY NOTES 


The Institute’s Examinations 


At the examinations of The Institute of Chartered 
Accountants in England and Wales, held in May 
and June 1951, a total of 2,461 candidates sat; 
1,103 of these were successful and 1,358 failed to 
satisfy the examiners. There were 1,133 candidates 
for the Final, of whom 528 (46 per cent) passed and 
605 failed. In the November 1950 examinations 42 
per cent were successful. The First Certificate of 
Merit, the Institute Prize, and the ‘Walter Knox’ 
scholarship, were awarded to Mr Derek Ernest Cox, 
of Grimsby; the Second Certificate of Merit was 
awarded to Mr Donald James Ironside, of Bristol; 
the Third Certificate of Merit to Mr Bruce Wilson 
Sutherland, of Nottingham; the Fourth Certificate 
of Merit, and the ‘W. B. Peat’? Medal and Prize was 
won.by Mr John Eric Sargent, of London; the 
Fifth Certificate of Merit by Mr Charles Buckle 


Newcomb, of London; the Sixth Certificate of Merit, ` 


the ‘Frederick Whinney’ Prize, and the ‘Plender 
Prize for the Advanced Accounting (Part I) Paper 
were awarded to Mr Keith Stanley Carmichael, of 
Bristol; Mr Thomas Christopher Backshell, of London, 
was also awarded Sixth Certificate of Merit. 

In the Intermediate there were 1,068 candidates, 
of whom 502 (47 per cent) passed and 566 failed. 
Passes in the November 1950 examinations were 
46 per cent. The First Certificate of Merit, the 
Institute Prize, the ‘Frederick Whinney’ Prize and 
the ‘Plender’ Prize for the Book-keeping and 
Accounts (Executorship) Paper, were won by Mr 
Cecil Digby Holt, of London; the Second Certificate 
of Merit, the ‘Stephens’ Prize and the ‘Plender’ 
Prize for the General Commercial Knowledge Paper, 
by Mr Thomas Anthony Tansley, of Bedford; the 
Third Certificate of Merit, the ‘Plender’ Prize for 
the Book-keeping and Accounts (Limited Companies) 
Paper, be Mr Russell Edwin Chancellor, of London; 
the Fourth Certificate of Merit by Mr Thomas 
Alfred John Webster, of Leicester; the Fifth Certifi- 
cate of Merit and the ‘Plender’ Prize for the Auditing 
Paper, by Mr Jan Samuel Spencer Ferris, of London; 
and the Sixth Certificate of Merit by Mr Brian Piers 
Aungiers, of London. 

In the Preliminary, Mr Donald West, of Chorley 
was First in Order of Merit, and gained the Institute 
Prize; a total of 260 candidates sat; of these 73 (28 
per cent) passed and 187 failed. In the November 
Logo examinations 41 per cent passed. 

The full list of successful candidates in all three 
examinations, together with a summary of the results 


appears elsewhere in this issue. be 


; Entertaining and Income Tax 

It has long been a moot point of income-tax law 

whether’ a trader or professional man can claim to 
` deduct the cost of entertaining customers and clients. 

Assuming that he can, there arises the subsidiary 


point of whether money spent on his own part in the 
entertainment should be excluded from allowances. 
In Bentleys, Stokes © Lowless v. Beeson (H.M. 
Inspector of Taxes), reported in The Times on 
July 28th, 1951, a firm of solicitors having offices in 
the City claimed a deduction of £539 in respect of 
the entertainment of clients at lunch and dinner on 
occasions when professional advice. was given and 
was charged for in the usual way. Some of the clients 
were in the West End and were entertained (bere 
otherwise they might have been lost if they had had 4 
to make the journey to the City. Moreover, by 
disposing of consultations at lunch or dinner, the 
partners were freed for other work while :n the office. 
The Appeal Commissioners rejected the firm’s claim 
that the £539 was expended wholly and exclusively for 
the purposes of tke profession. They appear to have 
been influenced by the fact that they regarded the 
expenditure as neither ‘necessary’ nor entirely ` 
divorced from the element of hospitality. On July 
26th, 1951, Mr Justice Roxburgh reversed their 
decision. He held that the expenditure need not be - 
‘necessary’ in a strict sense and that the element of 
hospitality was nevertheless consistent with the 
purely business naczure of the expenditure. He further 
held that that part of the expenditure which was 
made on the parmer’s own lunch or dinner was 
equally allowable; business would hardly be promoted 
if the partner sat by eating and drinking nothing. 
The fact that he got a degree of gratuitous sustenance 
did not deprive the transaction as a whole of its purely 
business nature. 


Control of Dividends 


Those who look for any economic justification in the 
proposed statutory control of dividends are not only 
wasting their tims, they are also underestimating 
the intellectual capacity of Mr Gaitskell. A Chancellor 
of the Exchequer, who is by training an economist, 
and who went out of his way to pay tribute to the 
usefulness of the profit-motive as a stimulant to 
production in his Budget less than four months ago, 
does not today inveigh against the reward of risk- 
taking and expect to be congratulated on his sound 
and consistent economics. The purpose of the Bill 
to control distribution of dividends fcr a three” 
years’ period is frankly political. ‘The psychological 
consequences of sharp increases in dividends are far 
greater than their monetary effect.’ With this remark 
and several like it et the same part of his speech last 
week the Chancellor made it quite clear that he, and 
the Government, hope that a hastily improvised 
piece of discrimination against a minority interest 
will deter the majority from asking for more. 

The political raison d’étre for this move ie. also the - 
basis of criticism on economic grounds. The intri- 
cate ‘legal problems which will be caused by this 
Bill, if it is enacted, are dealt with in a leading article. 


August Ach, 1951 


But this piece of imprecise drafting and the attendant 
mass of work which must follow are based on nothing 
more substantial than a hope—the hope that the 
trade unions will desist from asking for higher wages. 
Here is a mouse which has given birth to a mountain. 

Not the least exasperating <eature of the Bill is that 
the House will soon rise for the long recess and return 
on what may be the eve of an election to consider 
a Bill with a three years’ life. Between now and then 
business men, the professions concerned in advising 
them on various aspects of taxation and legislation 
and the higher civil service will have to endeavour to 

- make out what the Bill implies — and how strong the 
political chances are of it ever becoming law. 

The contribution which higher dividends can make 
towards increasing inflationary pressure on the supply 
of goods for the domestic market is small. But it is 
precisely this pressure which has to be eased if 
current economic problems are to be solved. Some- 
how the demand for consumer goods and certain 
kinds of capital goods for industry will have to be 
cut down. This can be accomplished only by reducing 
the mass of the demand from the public, that is, by 


higher taxation and not by discriminating against- 


"one section of the community. Capital goods can 
only be tackled by. using some device such as higher 
interest rates. At present, symptoms not causes are 
being prescribed for. 


Steel Corporation and Directors 


The Iron and Steel Corporation has not taken long to 
display its control of the election of directors to the 
boards of the steel compares. Any illusions that it 
proposed to let the operating companies get along 
unmolested for the time being with their present 
management were dispelled last week when the 
; Corporation’s moves in the affairs of Thos. Firth 
i and John Brown became known. 

The Corporation voted against the reappointment 
of the managing director and six of the directors at 
the latest company meeting. In consequence, the 
chairman has also tendered his resignation although 
he was asked to continue in office. It is not at all 
clear as yet what has prompted the Corporation to 
take this step. It is to be hoped that a full statement 
will soon be available to the public giving some 
account of the Corporation’s motives; this would 
certainly be in the interests of the Corporation which 
by reason of its position is bound to attract criticism, 
informed or otherwise, about political motives. The 
principle involved in these board changes is also 
important enough for the efficient running of the 
iron and steel industry to make informed public 
discussion of the issue of the greatest importance. 


g Better Terms of Trade 


For the first time for many months there was a slight 
improvement'in this country’s terms of trade during 
June. The yawning gap between import and export 


prices has suffered a small but welcome check. 'The. 


June index prepared by the Board of Trade shows 
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the price of raw material imports at the same level as 
for May. Heavy falls.in such commodities as wool, 
rubber and hides were sufficient to offset increases in 
other goods. The awaited relief to the terms of trade 
which has been on the way since the prices of key 
commodities broke during the spring has now arrived. 
It now remains to be seen how extensive that relief is 
and how long it will last. 


Cross-currents in Cotton Textiles 

No specific targets for cotton textile exports came out 
of the recent meeting in Manchester between the 
industry’s representatives and the President of the 
Board of Trade. Sir Hartley Shawcross stated after- 
wards that the demands of the export trade would 
result in some diminution of the flow of cotton goods 
to the home market but that this decrease should not 
have a very severe effect on supplies at present since 
there was a good stock built up for home consumers. 

It may be wondered, however, whether the present 
émphasis on exports is entirely realistic. That the 
need exists to export as much cotton output as possible 
is beyond denial. It is also right that the export 
market, should take priority over home requirements. 
But the goods have to be sold abroad and at the 
moment there are signs of the development of a 
buyers’ market. Behind that fact there also looms 
the prospect of imminent and increasingly severe 
Japanese competition. 
`" With fairly substantial export orders still out- 
standing, however, and a growing demand for defence 
requirements plus pressure to maintain a fairly large 
flow of cotton goods to the home utility market, the 
industry is exceedingly busy. So if the industry is to 
push output. still higher it faces both a supply and a 


‘selling problem. 


Britain’s Overseas Investments 
The Bank of England has brought its statistics of 
Britain’s overseas investments up to date as far as 
1949. Total investments in all countries at the end of 
that year were £2,037 million compared with £1,967 
million in 1948 and with £3,545 million in 1938. 
These figures represent nominal values and do not 


take into account market values at the end of each 


year concerned. 

The increase from the end of 1948 to the close of 
1949 is more than accounted for by devaluation in 
September. 1949. The rise in the value of North 
American securities following devaluation was £84 
million, but the net increase of securities was only 
£70 million. There was therefore a fall of £14 million 
over the year in the value of British overseas invest- 
ments. : ` 

Interest and dividend payments were little changed 
on the year. They increased by only Zort million to 
£116-3 million. Although world price levels were 
significantly lower ten years before, the earnings from 


~overseas investments in 1938 were £155-4 million. 


Over the intervening years the rate at which earnings 
declined was much slower than the rate of fall in th 
total of investments. 
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FINANCE AND COMMERCE 


Stock markets face three months of acute uncertainty. 
Equity values have fallen sharply but there has been 
little selling. 


Renold and Coventry Chain 


The report of the Renold and Coventry Chain Co 
Ltd for the year to April Ist, 1951, records the 
results of an examination of the company’s plant 
and machinery. The origin and history of the various 
classes and items were scrutinized in detail from 
which it clearly emerged that the company’s high 
standards of maintenance have resulted in a longer 
working life than the sixteen years previously used in 
depreciation calculation. The conclusion has been 
reached that an average expectation of life of twenty- 
five years is fully justified. 

In the light of the findings of the investigation, 
the directors have adopted the view that at the date of 


any balance sheet, the cumulative depreciation plus 
the re-equipment reserve should represent what the 
cumulative depreciation would have been if the 
equipment existing at that date had been acquired at 
the prices ruling during the year. This, the Board 
state in further explanation, means that the re- 
equipment reserve should represent additional 
cumulative depreciation so that, as far as can be 
estimated, the aggregate amount of reserve and 
direct depreciation accumulated during the life of an 
asset will be sufficient to buy a new asset at the price 
current when the old one becomes worn out or obsolete. 

Accordingly, when an asset is replaced, not only 
is the amount it has contributed to cumulative 
depreciation taken out of that account and used to 
write off the original cost of the asset replaced, but 
also the amount which it has contributed to re- 
equipment reserve should ke taken out of that 


THE RENOLD AND COVENTRY CHAIN COMPANY LIMITED 
Profit and Loss Account for the Financial Year ended April Ist, 1951 

































































1949-50 
£- £E ` D £ af 
508,410 Profit on Trading for the Year after taking account of the items mentioned below .. es “3 sé ` 628,751 
£ Directors and Past Directors 
4,300 ` Fees, excluding £132 — £92 paid by Subsidiaries not consolidated Ss 4,300 
45,669 Other Emoluments as Executive Directors Including Pension Provisions . 53,647 
49,969 57,947 
1,945 Pensions of Directors and Past Directors tn respect of services zs Executives .. és is 1,945 - 
51,914 | 59,892 
2,878 Less Charged in Accounts of British Subsidiary .. ie Ye A SH E .. 2,878 
£49,036 £57,014 
Depreciation of Properties and Equipment (excluding Land) and Renewals S ege (es Reporte 
£285,130 Directors, para. 41, as to change In basis during the year) .. š Tea 1,565 
Income from Investments (including £13,28! - ON recoverable by relief against United Kingdom Taxation in 
respect of Foreign Tax suffered) 
5,738 Subsidiaries (for previous year) +. .. ae D a .. 35,035 
4,397 Trade Investment os ` oe os K S 6,954 
5,945 Other Investments ` ss aie oe DÉI ES Sms Se ae se se .. .. 5,956 
16,080 47,945 
524,490 Profit for the vear subject to Taratoa DÉI D 676,696 
80,000 Profits Tax ee oe 112,500 
444,490 Pron ae the Year subject to Income Tax .. eh oe ve . 564,196 
leduct: 
143,283 Income Tax based thereon » 211,225 
(which includes the Reserve of £193, 981 for Income Tax 1951-52 - “£137,683 for 1950-51) ` 
— Transfer to Future Taxation — Reserve for Equalization of Taxation 3,500 
being Tax on the excess in the year of Wear and Tear, including Initial Allowances, over Depreciation 
charge 
143,283 — = 280,725 
301,207 283,471 
47,000 Transfer to Re-equipment Reserve .. As së eg ës se Es 58,000 
254,207 Net Balance of available Profit for the Year r ep 225,471 
16, 147 Overprovision of Taxation In previous years D D D ‘ 968 
270,354 226,439 
Appropriations 
140,000 To Genera! Reserves i 9c,000 
: D To Dividends less Income Tax (see Report of Directors, para. 45) ` 
9,226 6 per cent Preference Dividend for one yea 9,122 
I7} per cent Ordinary Dividend; including Final ‘Ordinary Dividend of d per cent now 
93,334 recommended .... oe .. a 104,788 
102,560 ——— ——— =—*113,910 
242,560 203,910 
27,794 Increase In the Year in Unappropriated Profits e a Ss SS Se ake wa a ne <2 22,529 
71,037 Unappropriated Profits of previous years per last account .. se ie ai oe de E 98,831 
£98,831 £121,360 


omens 


Total Unappropriated Profits as shown on Balance Sheet P Së D Si De eg a Di 
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April 2nd, 1950 


£ 
Capital 
Authorized 
1,410,918 Issued -see below .. we 
89,082 Unissued — Unclassified Shares 
: of £l each .. se Gi 
£1,500,000 ——————_ 
Issued 
6 per cent Cumukative Prefer- 
279,608 ence Stock (£1 units) Ss 
1,431,310 Ordinary Stock (£i units) .. 
1,410,918 ——__—__ 
Capital Reserves 
333,528 Share Premium Account .. 
75,000 Investment Reserve .. Ss 
ERT, Post-war Refund Sus- 
í 11,402 pense Account os DÉI 
_ Equipment Reserve- .. oe 
175,000 Re-equipment Reserve” Se 
594,930 ————__ 
Revenue Reserves 
783,920 General Reserves* Se 
98,831 ` Profitand Loss Account Balance 
882,75) ————__—_ z 
* For Movements on Re- 
serves, see Schedule Il, 
Total Capital and Reserves 
2,888,599 (other than Taxation Reserves) 
Future Taxation 
Reserve for Income Tax 
1951-52, payable January 
437,683 fst, 1952 oe oe 
Reserve for Equalization of 
Taxation (see Report of 
_ Directors, paca, 30) a 
$37,683 ———-—— 
Current Liabilities and Divi- 
dends 
Ltabllities 
450,603 Trade and Sundry Creditors.. 
436,549 Dank Overdraft Di or 
Current Taxation, Including 
“balance of Income Tax for 
1950-51 Included In Reserve 
for Income Tax in previous 
95,378 Balance Sheet d So 
“982,530 
Dividends less Income Tax 
£ Preference Dividend 
of 3 per cent payable 
on July Ise, t951, 
Proporttonate 
+ 2,306 amount — one-half 2,202 
Final Ordinary Divi- 
dend of 144 per cent 
parable on August 
nd, 1951 (subject to 
confirmation by 
Ordinary Stock- 
74,667 holders) .. .. 86,12} 
76,973 —— — 
1,959,503 ———— 
£4,085,785 
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THE RENOLD AND COVENTRY CHAIN COMPANY LIMITED 
Balance Sheet as at April Ist, 195! 


£ £ 
1,410,918 
89,082 ` 
£1, 500,000 
279,608 
1,131,310 ý 


~ 1,410,918 


333,528 
75,000 


11,402 
35,000 
796,000 


1,250,930 


271,612 
121,360 





392,972 


3,054,820 


193,981 


224,500 





418,481 


543,820 
495,995 


122,675 





1,162,490 


88,323 
——— _ 1,250,813 


April 2nd, 1950 
£ 


377,567 
790,282 
321,089 


1,488,938 


118,777 
6,577 


12,524 
1,626,816 —— 


` 239,122 


` 152,068 
391,190 


17,123 
374,067 — 


1,250,152 


626,106 


202,937 


5.707 





2,084,902 


-£4,724,114 £4,085,785 


mees 
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£ £ 
Fixed Assets 
Properties and Equipment per 
Schedule $, i 
Land and Bulldings ..  .. 387,898 
Plant and Machinery .. a. ` 1,033,395 
Furniture and Equipment .. 418,189 
1,839,482 
Tools at written-down balance 
{renewals charged to 
Revenue)... Se +. *139,846 
Trade Investment at Cost .. 6,877 
Unsecured Loan to an Associ- 
ated Company a te 16,767 
— 2,002,672 
Interests in Subsidiaries R 
Shares at Cost less amount 
wirtten off .. E ,, 279914 
Loans to and other amounts 
owing by Subsidiaries ae 209,175 
489,089 
Less Unrealized Profit on 
Inter-company Sales .. 18,402 
470,687 
Current Assets 
Stock-in-Trade oe we 1,191,201 
Trade and Sundry Debtors and 
Bills Receivable .. -- 851,771 
British Government and Other 
Quoted Investments (Market 
Value at April ist, 1951, 
£201,455 ~ £20] ,486) +. 202,855 
` Balance at Bank, Cash in Hand 
and in Transit zs Se 4,928 
=~ 2,250,755 
Notes 
1, Commitments for Capital Ex- 
penditure amount to approx. 
Imately £165,000 — £236,000, 
2.In 1947-48 the Company 
undertook to pay the Trustees . 
of the Staff Pension Scheme ten 
equal annual instalments of 
£9,850 to provide Past Service 
Pensions. The Profit for the 
Year subject to Income Tax 
is after charging the fourth 
instalment, 
a 
Approved by the Board, 
CHARLES G. RENOLD 
Directors, 
ROBERT OSLER HERFORD 


£4,724, 114 
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THE RENOLD AND COVENTRY CHAIN COMPANY LIMITED 
SCHEDULE I 
dates TA PROPERTIES AND EQUIPMENT r 
April 2nd, 1950 April Ist, 1951 
£ £ £ £ £ £ 
Cumulative Original Original Cumulative 
Depreciation Cost Cost Depreciation 
377,567 134,976 512,543 Land and Buildings .. ` Sei AE vs oe 534,659 146,761 387,898 
730.207 502,629 1,292,911 Plant and Machinery ek Se se e Ss Së aid 1,482,561 449,166 1,033,395 
321,089 204,589 525,678 Furniture and Equipment .. Sé Sé Ge SE ot D Se 600,230 182,041 418,189 
£1,488,938 438,938 £842,194 £2,334,132 Total per Balance Sheet .. Sa H Se £2,617,450 £777,968 £1,839,482 
SCHEDULE il 
MOVEMENTS ON CAPITAL AND REVENUE RESERVES 
1949-50 1950-51 
£ £ £ £ 
Capital Reserves 
Equipment Reserve 
Transferred from Re-equipment Reserve, de the enhanced cost ee therein in respect of 
ee Assets replaced during the year è Si R DÉI £35,000 
Re-equipment Reserve 
128,000 Balance at commencement of year . 175,000 
Excess Cumulative Depreciation at ‘April 2nd, 1950 
— Plant and Machinery aà SS es D £101,909 
— Furniture and Equipment se Sé Sé Ze Ss èy oe 48,303 
150,212 
— Transferred from General Reserves (see Report sf See para za KS Sé = .. 447,788 
47,000 Transferred from Profit and Loss Account Sé 58,000 
831,000 
— Transferred to Equipment Reserve as above 35,000 ; K 
£175,000 —— £796,000 B- 
ARC —— ` 
Revenue Reserves 
General Reserves : 
643,393 Balance at commencement of year .. e .. 783,920 
527 Realized Profit on disposal of investments. a Si a D we 480 
140,000 Profit and Loss Appropriation k es gé da on a 90,000 
. Ce 
874,400 
— Transferred to Re-equipment Reserve as above .. Së £447,788 
— Transferred to Future Taxation — Reserve for Equalization of Taxation T pe 155,000 ` DE 
£783,920 ——~ £271,612 


fone 


reserve and credited to a new reserve — to be called 


equipment reserve — which latter would then repre- 


sent retained profit actually spent in replacing assets 
at an enhanced cost. 


New Rates Adopted 


The investigation also showed the extent to which 
fully depreciated plant and machinery was still in 
active and efficient operation. As already indicated a 
lower depreciation rate has been found appropriate, 
new rates have actually been adopted and cumulative 
depreciation at April and, 1950, reduced to the 
amount which it would have been had the new rates 
of depreciation been applied throughout the life of 
the assets existing at that date. 

The directors further state that they consider it 
vital to provide for the maintenance of the company’s 
manufacturing potential out of the proceeds of 
current operations, and that in consequence whatever 
amount is required at the end of any year to maintain 
the re-equipment reserve on the above basis should 
be set aside from each year’s profit before stating the 
amount of profit which is available for appropriation 
to dividends and general reserves. 


After applying the new depreciation rate, it was. 


found that the re-equipment reserve at the end of last 
year (April 2nd, 1950) should have amounted to 
£773,000 3 instead of the figure of £175,000 at which 


it then appeared. The difference has been made good 
partly by a transfer from general reserves of £447,788 
and the balance of £150,212 is made up of deprecia- 
tion adjustments at April 2nd, 1950. , 

From the amour:t thus created, £35,000 has been 
transferred to equipment reserve as the estimated 
amount relating to equipment which has been 
replaced during the year; and £58,000 has been added 
to re-equipment reserve as a transfer from profit in 
accordance with the principle of providing for 
maintenance of manufacturing potential out of 
proceeds of current operations. 

Asa result of these entries, the re-equipment reserve 
is brought up to £796,000 representing the difference 
between cumulative depreciation, calculated by 
applying the new depreciation rate to the estimated 
current replacement cost of existing equipment and 
the actual cumulative depreciation thereon. 

Equipment reserve, it has been decided, should be ` 
classed as a capital reserve, and for the time being and 
subject to changing conditions in the future, the re- 
equipment reserve should be likewise classified. 


Money Market 
With applications at £342,790,000 Treasury bill 
allotments were on a 53 per cent basis on July 27th. 
Average rate was 10s 2:56d per cent. This week’s offer 
is £240 millicn. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


\_/Orthodox Profits 


Sir, — I should like an opportunity to reply to your 
correspondents’ letters in your issue of July 21st last 
re my article ‘A case for orthodox profits’. I was 
glad to see Mr Harry Norris’s comments as it was 

_his and Mr F. Sewell Bray’s contributions to your 
journal which first aroused my interest in this subject. 

WI think Mr Norris must agree that I have gone 
further to meet him than he has to meet me. 

The essence of his letter is that in a given matter 
there cannot be two things both of which are true; 
to him profits in terms of gcods are true and none 
other. To take an illustration from physics, if you 
drop a piece of lead and a feather simultaneously the 
lead will reach the ground first. Repeat the experiment 

_ in a vacuum and both arrive together. What is true 
in the one case is untrue in the other. 

I maintain that there is a world of goods and a 

paworld of money, and the two must not be mixed. If 
you choose the world of goods then everything must 
be calculated in terms of goods, if money, then 
money. f 

Mr Norris singles out the equity holder, and give 

him the best of both worlds, and I say he cannot do 

` it. It is not a question of truth, for both the orthodox 
and the replacement methods are true in their 
respective worlds, it is a question of what is fair, and 
I claim that I have made my case that orthodox 
profits alone are fair. 

Now Mr J. F. Jupp is of another kidney. He 
unashamedly admits that the business man, in 

upporting the replacement method of calculating 
AECH is out for all he can get, and how I like him 

for it, but I think that as a profession we must seek 
` what is true and fair. 

Mr T. Weatherby, by confining himself to the 
effect of the new method on future inflation, avoids 
the main issue, for even if replacement cost account- 
ing proved disinflationary in practice, which I 
personally doubt, it would still, I submit, remain 
unfair. On the question of the single venture applied 
to long-term enterprise my contention is that while 
government bonds continue to be repaid at their face 

- value the equity holder is not entitled to get more 
than his money back. Even then he will be better off 
than the bond-holder whose income meantime does 
not increase in step with inflation. 

In the broadest sense I do not agree that profit 
depends on conventions, or, in Mr Norris’s words, 
‘is a matter for careful theoretical consideration as a 
basis for the establishment of reasonably convenient 
rules’. To my mind, profit is no more in doubt than 
wages, salaries, rent and interest, being the difference 
between these and what the business man can get 
for the goods he possesses as a result of paying out 
this income to the rest of us. This is orthodox profit 


in its pure form, and this we should try to achieve, 
refusing always to serve any cause, to carry out any 
theory, or mix any ulterior motive with our singleness 
of purpose. 
Yours faithfully, 
i H. A. BRISCOE. | 
King’s Norton, Birmingham. 


Sm, — In the example quoted by Mr Harry Norris 
in his letter published in your issue of July 21st, 
I submit that ‘Herr A.’ did in fact make a profit of 
900,000 marks. 

The increase in cost of living between the dates on 
which he bought and sold the ton of something 
restricted the disposal of the 900,000 marks, but did 
not alter the monetary profit that he had made. 

I think accounting should record the monetary 
profit, and then give effect to whatever provision the 
business man thinks advisable, in order to reflect 
the change in money values. 

Yours faithfully, 
London, W13. V. H. RICHES. 


Income Tax: Resident or Non-Resident ? 
Sır, — I should be pleased to know the position 
regarding tax liability in the following case. ; 

An elderly widow left this country in May 1948 
with the object of visiting relatives in Australia and 
New Zealand. It was not her intention to be away for 
more than a year. It was, however, two years and 
nine months from the date of leaving this country to 
the date of her return, as one of her relatives had 
become ill and eventually died. 

Her income consists of interest received gross on 
war loan and similar stocks, and dividends received 
subject to deduction of income-tax on shares held in 
various companies, together with the annual value of 
her house in this country. For the first eleven months 
of absence abroad the house had no tenant — it was 
of course fully furnished, but when she decided to 
remain abroad a little longer she thought it wise to 
let furnished on a quarterly basis and did in fact do 
so. The furnished letting extended over the remainder 
of her absence abroad, and the extent of the profit 
from that furnished letting has been agreed with 
H.M. Inspector of Taxes. 

In ordinary circumstances this lady receives a 
repayment of income-tax, and the particular question 
I am concerned to settle is whether for any of the 
years 1948-49, 1949-50, and 1950-51 she is to be 
deemed. as not ordinarily resident, or not resident or 
domiciled in the United Kingdom. If so, would she 
be able to claim repayment as in the past, or alterna- 
tively, would she be assessable on the income from the 
war loan etc. which she has received gross? 

Yours faithfully, 
. °. BRAD. 
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Speed in Production of Monthly Accounts 


Sir, - Further to recent correspondence on this 
subject, it may be of interest that we produce trading 
and operating accounts from our system of budgetary 
. control and standard costs in five working days after 
the close of our period. We use thirteen four-weekly 
periods closing on Saturday night, and the accounts 
are completed by the following Friday. We employ 
` 1,400 work-people. 
Yours faithfully, 

for the company, 

F. SIMMONDS, 
Secretary and Chief Accountant, 
K. & L. STEELFOUNDERS AND 

ENGINEERS Lon. 


Letchworth, 
Herts. 
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Purchase Records 
Sir, — In regard to Mr Shanks” letter published in 


your issue of July 21st, I cannot see that there is any% 


danger in entering unpassed invoices in the books 
of account, providing that it is the duty of a respon- 
sible member of the accounting staff to ensure that 
every cheque drawn is supported by fully checked 
and certified invoices. 

The system is of great advantage where it is 
necessary to send invoices to offices at a distance for 
checking purposes; and enables up-to-date financial 
information always to be available in the books of ~ 
account. f X 
Yours faithfully, S 


Londen, W13. V. H. RICHES. 


TAXATION CASE 


A full report of the case summarized in this column will be published, with Notes on the Judgment, 
in The Annotated Tax Cases. 


Asia Mill Ltd v. Ryan 


In the House of Lords 
March zb, 13th and 14th, and June 28th, 1951 


(Before Lord PORTER, Lord Normanp, Lord Oaxsey, 
Lord Rem and Lord RADCLIFFE) 


Income-tax — Cost of trading stock — Transaction in 
cotton ~ Payment to Cotton Controller — Whether sum 
part of cost of cotton — Income Tax Act, 1918, Schedule 
D, Cases I and II, Rule 3 (a). - 


This case in the Court of Appeal is reported at 
28 A.T.C. 317. 

Asia Mill Ltd carried on the business of a cotton 
‘spinner, and pursuant to arrangements existing 
between cotton spinners and the Cotton Controller 
“the company paid £55,087 to the Cotton Controller 
during the accounting period ended January 13th, 
1945. It was common ground that this £55,087 was a 
‘proper deduction in computing the profit of the 
‘company for that period; and it was also common 
ground that in computing the profit the value of the 
company’s trading stock at January 13th, 1945, 
should be included at a figure representing its true 
cost to the company, and that no question of market 
value arose. f 

During the material period transactions in raw 
cotton and cotton yarn were subject to regulations 
made by the Cotton Controller, from whom alone 
all raw cotton had to be bought. In August 1942, 


arrangements were made with the object of simplifying - 


procedure and of securing the dispersal of cotton 
stocks. Under these arrangements spinners were 
urged to purchase cotton to the full extent of their 
storage space, and irrespective of their orders in 
hand for yarn, and in the event of a rise or fall in the 
general price level of raw cotton, spinners were to 
make payments to or receive payments from the 
Cotton Controller according to whether their 
positions were ‘long? or ‘short’ at the time of the varia- 
tion of the general ae level. 


As from April 17th, 1944, the prices of all types 
of raw cotton were increased by 44d per pound. At 
that date the respondent company’s position was... 
‘long’ to the extent of 2,937,993 1b., and therefore“ 
£55,087 7s 4d became due from the company to the 
Cotton Centroller, and that sum was duly paid by 


the respondent company. 


In the compary’s accounts for the period ended | 
January 13th, 1945, this sum of £55,087 7s 4d was 
included in a debit item ‘cotton and charges — 
£164,197 138 7d’. 

It was inter ała contended on behalf of the 
company. that as the stock of cotton at January 13th, 
1945, bad been purchased at fixed prices, under 
contracts in which no provision was made for price 
adjustments, the cost of the stock had to be ascer-r} 
tained solely by reference to the prices paid for the 
cotton, and that the £55,087 7s 4d was calculated by 
reference to the company’s cover position at the 
relevant time, and was not an addition to the actual 
cost of the stock of cotton. It was contended by the `` 
Inland Revenue that the £55,087 7s 4d was paid by 
the company to the Controller in respect of 2,937,993 
Ib, of cotton actually in stock or on order at April 
15th, 1944; that 2,546,518 Ib. of cotton remained in 
stock on January 13th, 1945, in respect of which 
4$d per pound, in addition to the invoice price, had ` 
been paid to the Controller; and that the true cost 
to the company of the 2,546,518 lb. was the invoice 
price plus the 4$d per pound. . 

The Special Commissioners decided that the cost 
to the company of the stock of cotton was the invoice 
price, and Cat the £55,087 7s 4d did not enter into. 
the matter. e 

Held (reversing the judgments of the King’s Bench 
Division and the Court of Appeal, and restoring 
the decision of the Special Commissioners), that the 
£55,087 7s 4d was not a part of the cost of the stock 
of cotton to the appellant company. 
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= THE INSTITUTE OF CHARTERED 
e ACCOUNTANTS IN ENGLAND AND WALES 


‘Results of Examinations held in May 1951 
FINAL EXAMINATION 


Held on May 29th, 30th and 31st and June Ist, T951 
Certificates of Merit with Prizes Awarded 


ke First Certificate of Merit, the Institute Prize, and the ‘Walter Knox’ Scholarship 
è Cox, Derek Ernest (J. Fawcett), Grimsby. 
A Second Certificate of Merit ` ` 
Tronside, Donald James (A. E. M. Harbottle), Bristol. 
Third Certificate of Merit 
Sutherland, Bruce Wilson (C. H. Hogg), Nottingham. 
Fourth Certificate of Merit, the ‘W. B. Peat’ Medal and Prize 
Sargent, John Eric (R. G. Carter), London. 
Fifth Certificate of Merit = 
Newcomb, Charles Buckle (A. W. S. Tabbernor), London. 
Sixth Certificate of Merit, the ‘Frederick Whinney’ Prize and the ‘Plender’ Prize for the Advanced Accounting (Part I) paper 
lead Carmichael, Keith Stanley (W. J. Corpe), Bristol. 
Sixth Certificate of Merit 
` . Backshell, Thomas Christopher (H. E. Traylen), London. 
kr? Full List of Names of Successful Candidates 
(in alphabetical order) 
Abbott, D. E. (A. J. Goulden), Manchester. — Brooks, K. (J: D. Brown), London. 
Adamson, C. B. (G. Stalker), Newcastle upon Tyne. Brown, C. G. (W. R. Middleton), L London. 
Adlard, C. R. (D. S. Evason), Shrewsbury. Brown, R. M. (W. S. W. Fone), London. 
Ainley, M. C. (F. Yarwood), Horley. Browning, D. G. (J. B. Bullivant), Leicester. 
Albury, A. J. (H. K. G. Martyn), Truro ruce J. (C. Bradsh aw), Warrington, 
~ Allam, R. V. (R. F. Mason), London Buckle, J. A, (F. L. Bromfield), London. 
Allen, A. W. (W. G. Allen), London. Burden, A. J. (W. R. Carter), Manchester. 
Alun-Jones, E. T. (A, F. Clarke), Liverpool: Burton, R. N. (R. Crozier), Manchester. 
Alweiss, M. (T. B. Blackburn), don. Butterfield, J. A. (C. B Bishop), Leicester, 
Amis, A. S. (J. N. T. Cross), Beccles. Butterworth, P. J. (J. B. Butterworth), Bridgwater. 
Amos, A. W. (E. G. F. Cartwright), Horsham. Buxton, H. E. D. (J. M. Howard), London. 
Andrews, G. R. (F. Fox), Bradford. , 
Arliss, K. R. ke C Fox), Brighton. Carey-Parker, G. R. (V. R. V. Cooper), London. 
Arneli, R. R. W. (R. McNeil), Hove. *Carmichael, K. S. (W. J. Corpe), Bristol. 
Arnold, J. A. (V. A. Calverley), London. Carr, B. H. (S. H, Bersey), London. 
~~ Ash, R. D. (F. I. Edwards), Birmingham. Carr, M. D. (R. F. May), London. 
Carr, R. C. (C. H. Travis), Manchester. 
*Backshell, T. C. (H. E. Cé ie London, Cass, J. H. (H. H. de C. Moore), London. 
Barbour, B. W sle), Bradford. Catchesides, A. W. Eg G. H. Midgley), London. 
Barratt, G. W. ($. F. ee, London, Catherwood, H. F. (formerly with W. Harrison, deceased), 
Barter, G. L. (J. G. Harper), Guildford. London. 
Bartlett, R. P. (R. H. Passmore), Torquay. Ceha, R. H. (S. W. Sm niles), London. 
Barton, B. D. S ir H. M. Barton), London. Charlett, A. V. (S. B. McQueen), Liverpool. 


Beet A 

Bird, J. L. (L. W. * Bird), Lo ndon. 

Bizley, J. G. (W. A. Hand), London. 

Blackstone, H, V. (A. a Kent), London. 

Blatchford, R. B. (J. B, Cruse), Barnstaple. 

Bliss, J. C. (L. A. Reddall), London, 

Bloss, G. C. (Sir R. E. Yeabsley), London. 

Bolton, J. B. (J. C. Burgess), Manchester. 
Bolton, J.W. c. . Hunter), St. Helens, Lancs. 

Ses 


oN 
Aa 


L G. Dauncey), Worcester. 
. (Henry Newman), London. 
E. (N. Shaw i Dewsbury. 
Bramley, E. J. M. (J. L. Rose), Derby. 
Brandon, C. J. C. (F. y. Baxter), Southend-on-Sea. 
Bray, J. R. (R. S. Paterson), London. 
Brief, M. (S. Brief), London.” 


Charlton, W. L. (G. D. Weir), Sunderland. 
Christie, J. R. (R. Fawcett), ondon. 
Clark, J. P, (D. M. D. Raper), London. 
Clarke, G. E. (J. Mayhew Sanders), London. 
. R. Train), Barking. 

D. (F. H. W. W. Shaw), London. 

G. R. Postlethwaite), Doncaster. 
TR (©. B. Brecknock), Nottingham. 
. (I. G. Miller), Cardiff. 
. (S. Marsh), St Helens, Lancs. 
e . (W. Parker), Burnley, 
Clifford, F. G. (T. Dowel, Carlisle, 
Colclough, A. J. J. A. Bond), Southport. 
Cole, K. e (P. G. Grant), Sleaford. 
Collett, N. W. (formerly with C. C. Baker, deceased), London. 
Collins, G. E. £ E. Garratt), Birmingham. 
Collins, P. “LR . (J. P. Stephens), London. 
Collis, J. N. (H. S. Barker), London. 
Colvin, J. A. (F. J. Cook), Liverpool. 
Conning, F. H. (E. Richmond), London. 
Cooke, B. V. (B. Walker), Great Yarmouth. 
Cooke, G. A. (S. Honey), Exeter. 
Cooke, R. W. (R. T. S 9, Sutton Coldfield. 
Coole, R. N. (G „Weih, Lo ndon. 
Corbett, F. P. (W. P . L. Chappell), Bournemouth. 
Cottrell, W. G. E. (A. W. Mills), London. ; 


* See also Certificates of Merit above. 
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Coulthard, B. E. (J. W. Stirrup), Preston. > 
Courtney, D. J. (W. E. Price), Bristol, 

*Cox, D. E. (J. Fawcett), Grimsby. 

Cox, E. D. (W. E. Cox), Birmingham. 

Croft, W. A. (W. B. Cullen), London, 

Čross, A.G. (w: H. Blaxland), London. 
Crossley, W. O. (G. H. Murray), Manchester. 


Curry, W. R. (formerly with J. G. Johnson, deceased}, Sunder- ` 


land. 
Custis, P. J. (H. A. Astbury), London. 


Daly, J. L. E. (H. A. Deeker), London. 
rk R. H. Ww. E. S. Sali), Birmingham. 


°C 
Dauney, R.A. (G. R. anior), pon London. 
. R. Edwards), Kidderminster. 
. Y. Thomson), London. 
W. Œ. Louis), London. 
. G. White), Abergavenny. 
. I. Robertson), London. 
Day, J. H D. Stafford), London. 
Deakin, G. R. (A. E. Armitage), Manchester. 
Delahunty, P. V. (F. Wilkinson), Manchester. 
Delderfield, G. H. W. (E. G. Davis), London. 
Denham, W. (J. R. Haygarth), Leeds. 
Dickens, An P. (J. D. Clark), London." 
Dinnen, A. D. (P. Fisher), London. 
Dixon, A. (A. W. Bentley), London. 
Dixon, W. T. D. (J. Godfrey), London. 
Donald, I. A. (J. H. Platford), London. 
Douglas, e? A. (J. W. Clement), London, 
Duffin, A. A. (W. N. Chick), Nottingham. 
Dunand (1 (Miss) P. L. M: D. Booth), Newbury. 
Durnin, J. C. (H. E. Clark), London, 


Eastwood, N. C. (M. E. Askwith), London. 
Eaton, E. "1. (B. M. Hall), London. 
Edge, A. (W. M. Stone D Manchester. 
Edge-Partington, J. P. S. (C. W. Wildy), London. 
Edington, F. E. (H. A. Capper), London. 
Edwards, D. L. (C. E. V. Salsbury), Bedford, 
Edwards, R. A. (R. S. Andrews), London. 
Eldridge, C. H. (C. G. E. Pryke), London. 
M. (N. H. Keen), London. 
Espie, D. H. g; . S. Harrison), Leeds, 

E . March), Cardiff, 
. Spicer), London. 
.M, Williams), Swansea. 
. (B. Morley-Hall), London. 
J. 


Farley, D. E. (A. J. Morrison), Birmingham. 
Faulkner, J, O. (B. L. Monahan), Swindon. 
Fawcett, W. S. (T. J. Harrison), Liverpool. 
Feldman, A. (J. Harrison), London. 

Fisher, G. E. H. (L. W. Newsholme), Preston. 
Fisher, R. A. (A. Hano, Manchester. 

Flatley, M rE (H. J . Wells), London. 


Ee (W. B. Lindley), Leeds. 
Flint, B. J. (B. C. Kirk), Birmingham. 
Forsyth, K. N. (J. Se Long), Stockport. 
Foskett, R. W. (G. A. Warley), London. 
Fowler, N. A. (R. Hindle), London. 
Francis, J. H. (L. C. Simpson), Leicester. 
Frank, T. R. H. (G. G. P. Goldney), London. 
Frisby, E . E, (E. G. Lambard), London. 
Fudge, L. A. (E. G. S. Jackson), Bristol. 
Gallop, 5 d (S. V. P. Cornwell), Bristo 
Gamble, E. J. (E. J. G. Webb), Kee (Plender Prize for the 
Taxation Pa, ape. er.) 
Gardener, W K. (F. K. Gibbs), Uxbridge: 


Gay, M. A P. (A. M. Hendry), London. 
Gibb, I. G. GC . Major), Birmingham. 
Gibbs, C G. (B. Palmer), London. 


Gilbert, J.E . (S. R. Herrick), Leicester, 

Gledhill, K. Ra W. Etchells), Huddersfield. 

Godkin, J. R. H, (formerly with H. Godkin, deceased), Lough- 

orough. 

Goldsmith, J. A. (R. J. Carter), London. 

Goldwyn, L. (A. M. Meades), London, 

Goodall, N. J. (H. A. Beeny), Bognor Regis. 

Gosden, D. L. H, (C. R. P. Goodwin), Brighton. (‘Plender’ Prize 
for the General Financial Knowledge and Cost Accounting Page) 

Green, D. F. (W, F. Curtis), Exeter. > 


Green, P. J. (G. G-- Turner), London. 
Greer, A. H. C. (J. Bailey), London. : 
Gregan, G. E. J. iR. A. Hamlyn), London. 
Gregory, R. D. (W. P. Grimwood), London. 
Grenfell, N. (R. H. MacIntyre), London. 
Griffiths, W. (W. T. Horsfall}, Liverpool. 


Grimmer, = A. G. (J. R. Groom), Great Yarmouth. 


N. (L. K. Taylor), Manchester. 
Gunary, B A (l. V. E London 
Guppy, F sl J. M. W. Burrough 

e English av (Part I) Paper.) 

Guthrie, A. C. (ALE. E. Armitage), Manchester. 


Hack, A. R. (A. J. Hack), Liverpool. 
Hadfield, C. (J. N. Haworth), Manchester. 
Haigh, H. (A. Thernton), Burnley. 
Hailstone, F. N. (E. J. Princep), Basingstoke, 
Haines, C. E. (P. H. Darbyshire), Bristol. 
Hallen, A. H. (P. G. Broad), London. 
Hallwood, A. (J. M. Harvey), Liverpool. 
Hancock, R. C. (E. Rawcliffe), Blackpool. 
Hargreaves, W. (K. B. Taylor), Manchester. 
Harrison, D. (A. Fearnley), Earlestown. 
Harrison, R. (F. Williams), Liverpool. 
Haslam, E. L. (J. H. Waring), Bolton. 
Hawdon, S. (U. R. Gerry), Sunderland. 
Hawkins, A. (T. J. Theobald), London. 
Haworth, D, R. (J. L. Kitching), Leeds. 

G. C. Buckley), Stockport. 
Hay, J. N. (H. W. Ballard), London. 
Hayling, Gel Sr S. Dunk), Dartford. 


Hemming, SÉ: Spoor), Newcastle upon ER 


SC 
EE A. tan F. Sieg, London. 
Hodge, G. M. (J. S: Brittain), London. 


Hodge, R. A. (W. C , Morgan), Plymouth. 
Holbrook, R. C. (H. T. Bound), London. 
Holey, B. (J. E. N. Brough), Ripon. 
Holland, J. H. (R. E. Gray), Newcastle upon Tyne. 
Holland, N. F. (J. D. George), London. 
Holloway, M. K. (S. G. Hillyer}, London. 
Homan, G. E. (C. A. Chapman), London. 
Hopkins, G. D. B. (Sir R. Kettle), London. 
Hornsby, A. K. (C. S. Living), London. 

. P. Burnett), Southampton. 
S (A. L. Butcher), London. 

. R. Dickinson), Bradford. 

P. T. Neal), Birmingham. 
(C. F. Atkinson), London. 
. (R. E. Beckett), Walsall. 
. (D. T. Veale), Leeds. 
. (S. W. C. Sprunt), London. 
. G. (A. J. Whitington), Winchester. 
Hunt, R. J. Kei H. Wagstaff), London. 
Hunter, CG J. (L. L. c Clar! ce), Plymouth. 


Hutchinson, J. SCH CN. Rose), Newcastle upon Tyne. 


Hyatt, F. (H. E. Jenkinson), Sheffield. 


ae Crowther), Huddersfield. 
E. M. Harbottle), Bristol. 


D 


Illingworth, E. 
*Ironside, D. J. 


James, J. C. (E. 
Jasper, J. D. (J. 
Jeffreson, M. 
Jehring, Pey: Kéi 


(A. 


me Pi 


. Bate), Bristol. 
a sper), Cradley Heath. 
Langford), Portsmouth. 
. D. Jehring), London. 
= Whinney), London. 
D. Bromhead), Plymouth. 

AA Cann), London. 

. Owens), Liverpool. 

. Tcdman), London. 

8. Tatlow), Liandudno. 

Jones, W. . A. Morgan), Swansea. 

Jose, B. G. (C€. GC Hector), Brighton. 


Ralindjian, M S. (S. E Lang), London. 
Kelly, T. G. (H. W. Gray), Oxford. 
Kendall, o E J. (R. L. Jones), London. 


Sais 
FEN 

D 
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ROM: 

D 
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Sg 
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Ee 
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* See also Certificates of Merit above. 
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Kilsby, D. W. (F. E. Antill), London. 
Kinnair, P. L. (J. E. Hilton), Newcastle upon Tyne. 
Kaint J. O. (R. W. Cox), Nottingham. 


‘Lamb, J. SC J. Mason), Birmingham. 
Lambie, J. E . J. R. SE Bushell); Harrow. 
Lambourne, ROR. (D. V. House), London. 
Land, W. D. (W. A. T. Matheson), London. | 
Larbey, J; G. F. (B. A. Reynolds), Ashford. 
Larkins, B. H. (S. V. Lancaster), Birmingham. 
Larwill, B. M. SS J. Binder), London, 
Laslett, G. M. (F. W. Partridge), Reading. 
Laws, M. L. (F, E. Whitehead), London, 
Lawson, H. L. (R. W. Leigh), London. 
Lawton, P. L. (F. H. Bennett), Birmingham 
Laycock, F. R. (R. L. M. Wood), Huddersfield. 
Leach, A. E. (W. R. Burrough), London, 
„Lee, A. G. (P. T. Duxbury), North Shields. 
Lees, G . (S. Carr), Huddersfield. 

Legge, G.H. (W. H. Lawson), London. 
Leonard, B. (G, Emmerson), ondon. 
Leonardi, C. W. J. (R. M. Browne), London. 
Tighe, Te D. S. (D. J. Ginnings), London, 


‘Lord, N. 
e oe 
C. Lucas), London. 
Lunt, wW. . J. Bromley), Southampton. 
Lynn, P. d G. P. Goldney), London, 
Lyon, F. G. (C. R. E Goole. 


McAndrew, W.L. 
McBrien, W, R. (C 
MecCombis (M igs 
McConnell, F. 
McCranor, 
Macdonald, J; D. 


E. Gray), Newcastle upon ‘Tyne. 
Ke London. 
M. (S. McCombie), Hitchin. 
. L. Gallant), Leeds. 
. Redfern), Coventry. 
. H. Dic er) Norwich. 
Wharam), Sheffield 
P gren), London. 
, Burnley. 
Mallett (Miss), E. d R. Nash), London. 
Mann, S. V. (R. B. aoe ‘Coventry. 
Marjoribanks, I, D. (H, E. Sier), London. 
Martin, F. W. (R. G. W. Pengelly), Plymouth. 
Mason, J. B, De H. Smith), Birmingham. 
Mason, R. F. W. (H. Cavenagh), Birmingham. 
Matthews, J. “A. McC . (V. G. P. Brough), Doncaster. 
Maurice, C. J E J. (J. P. Moll), London. 
Maxwell L JE , (R. C. Tripp), London 
Meader, N. F. (D. A. W. Hamilton), Rexhill-on-Sea. 
Mellor, A. R. (J. S. Johnson), Liverpool. 
Mellor, J. D. H. (J. M. Freeman), Newbury. (‘Plender’ Prize for 
the English Law (Part IT) Paper.) 
Mellor, J. P. (A. Cheetham), Manchester. 
Meynell, R. W. (W. E. Par er), London, 
Miller, J. A. (G. D. West), Liverpool. 
Milsorn, S. F. (A. F.. B. Ham), Bristol. 
Mitchley, J. A. (B. W. Antoine), London. 
Montague, D. H. (F. G. Peacock), London. 
Mooney, J. S (C. W. Callow), Preston. 
Moore, K. . (H. H. Brodie), London. 
R Roe Gilbert), i London, 
organ}, London. 
T.C. Reid), London. 
P. (S. T ee Ve 
(F. W. Bright), Newport, I. of W. 
SA E H OR. R. SÉ Grays. 
Moss, H. S. (E. J. Nicholls), London. R 
Moss, S. (B. GE London. 
Moss S. N. (R, H. Nicholson), London, 
Moxham, D. G. (F. Sedcole), London. 
Murphy, J. D. (W. M. Howell), Merthyr Tydál. 


Nathan, M. R. (G. W. Wilks), London, 
Neate, W. A. (P. Joy), Hastings. 
Nettleton, J. O. (B. D. Beeston}, London. 


Morley, K. 


THÉ ACCOUNTANT 


. Richardson, C. B. (R. M 
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*Newcomb, C. B. (A. W. S. Tabbernor), London. 
Nichols, E P. N. (G. Bostock), London. 
Nichols, M. B. (J. Birkett), Bristol. 

Niven, W. G. (C. W. Puckett), Torquay. 
Nixon, J. (W. W. Routledge), Carlisle. 

Norfolk, P. J. (M. E. Smith), London. 

Norfolk, S. (C. E. Thurlow), London. 

Norris, D. c (J. H. Norris), Blackburn. 
Norris, G. H. (G. W. Firkins), Birmingham. 

i ie vardo Heath. 


North, P. A. 


Oates, S. J. (formerly with A. J. Adams, deceased), London. 
Overton, R. H. H. (R. M. N. Burke}, London. 


Palmer, G. S. (F. L. Houghton), Birmingham. 
Palmer, W. G. (formerly with J. H. Bishop, deceased), London, 
Parker, J. M. (Ò. W. Thompson), Birmingham. 
Parker, T. O. (L. C. Coe), London. 

Parvin, R. G. A. (C. G. Peel), Virginia Water. 
Pearse, W. R. G. (S. R. Perratt), Taunton. 
Pearson, R. (W. J. Campbell), Hull. 

Peart, S. W. (J. S. Tropman), Birmingham. 
Peat, G. C. (E. T. Granger), London. 

Pegley, L. C. (D. B. Hirshfield), London. 
Penketh, R. W. (E. T. Denton), Liverpool. 
Perkis, D. A. (H. A. Perkis), Leeds, 

Perry, D. A. (W. E. Ridsdale), London. 


Peters, K, N. (H. A. Deeker), London. 
Phillips, C W. A. (J. W. de Mestre), Southsea. 
Philp, Iane J. V. Cooper), Blackpool, 
Phipkin, H J. (W tg E oventry. 

Piat, M. J. A. E. (B. raves), London, 
Pickworth, S. F. AS ee Beesly), London. 
Pinder, D. W. (A. Ki pplewell), Manchester. 
Polhill, Ce N. (J.M Reith), London. 

Price, IG . (H. J. Monro), London. 

Price, W. J. (B. 


Kideon), Wolverhampton. 
Priestley, À. S. V. Bye), Middlesbrough. 
Priestley, J. J. ( F. Flint), Mansfield. 
Pritchard, E. G. (R. W. Covington), London. 
Prue, N.J. (R. T. Salt), Birmingham. 


, H. M. (S. A. Fabes), London. 
Ġ. N. (formerly with L. G, Lane, deceased), London. 
Ramsay, F. F. (T. C. Capey), Newcastle upon Tyne. 
, PO. O. Wilkinson), London. 
. G. (L. A. D. Winter), Truro. 


- Reed, C. L. (C. H. Croft), London. 


. Murray), Newcastle upon Tyne. 

ds, P. A. (W. E. Chapman), London. 

Rice, R. W. F. (F. C. Holloway), London, 

Richards, D. G. (W. E. a Mounsey), London. 

. Chapman), South Shields. 

Rickard, R. E. (F. T. Barnes), London. 

Rigg, F. J. (A. E. Harris), Bristol. `: 

Riley, E. R. (formerly with S. Blythen, deceased), Nottingham. 
Ringwood, G. (B. L. Denton), West Hartlepool. 


: Roberts, R. A. (G. P. pMorgan-Jones), Eastbourne. 


` Rood, GA J.H 


- Samworth, R. J. 


Noa ge P. G. (A. D. Fincham), London. 
Roe, DH O. (J. Eccleshall), Nottingham. 
Rogers, S. wR Legge), Wolverhampton. 
Rolph, J. M. (formerly with H. S. Hope, deceased), London. 
Rolt, H. E. A. (G: E. Rolt), London. 
SE Southampton, 
Ross, W. R. M. ŒH. L. Layton), London, (Auditing Prize and the 
‘Plender’ Prize for the Auditing Paper.) 


Roe A ar Myers), Lymm, 
Rowe, C. H. (L. J. Penley), London. 
- Rowett, G. fo) (E. H. Newman), Leeds. 


. Rumsey, A. E. W. (G. Youatt), London. 


Rumsey, R. L. (A. B. Sandal), Wisbech. 
Rutter, J. M. (A. F. Ward), ristol, 
Ryley, B. E. (H. Stones), Hinckley. 2 


Sadd, M. J. G. (R. E. Herington), Birmingham. 
(R. P. Chambers), London. 

Sanderson, J. F. R. (C. T. Brown), Bath. 

Sansom, D. (R. F. Clark), London. 

*Sargent, J. E. (R. G. Farten), London. 

Sarson, M. B, (L. Booth), Witney. 

. Schofield, J. (M. Crawshaw), Halifax. 

Scrimshaw, T. A. (R. C. Scrimshaw), Chesterfield. 


* See also Certificates of Merit above. 
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Senn, S. A. (G. W. Ware), London. 
Settle, H. F. ke . N. Winder), Liverpool. 
Shear, H. B, (C. W. Bellamy), London. 


Shelton, KC E. (H. R. Tebb), Leeds. 

Shield, TW (J. A. om Newcastle upon Tyne. 
Shitley-Beavan, M Woolveridge), London. 
Shoults, J. R D. N Webb}, London. 
Shulman, H N: Q Harrison), London. 

G. (H. G. Daniels}, Redhill. 
Simpson, E. D. (A. H. Rodwell), Preston, 

Sims Williams, G. F. S. (G. E. Sendell), London. 
Slack, K. (C. G Arundale), Macclesfield. 

Slade, G J, {E H. Wingfield), London. 
Slator, M. H. (formerly with F. G. Carter, deceased), London. 
Smallbone, M. J. (J. R, Train), Barking. 

Smith, A. L. (W. Scott), Manchester. 


Simmons, G 


Smith, B. B. (S. B. Smith), London. 

Smith, P.H. e B. Hart), Brigg. 

Spearing, J. S. (B. G. Machani, London. 

Speight, C E. & F. Richardson), Manchester. 
Spofforth, M (G. L. C. Touche), London. 
Spruce, E. W. (A. ` Wallis), Newcastle upon Tyne. 


. Vane), Birmingham. 

. Whitcomb), Luton, 

. Frere), London. 

Whitehead), London. 
Stephani, C. . B. Paton), London. 
Stevens, R. B. i. i Baker), London. 

Steward, F. (F. V. Hussey), Ipswich. 
Stones, W. M. (A. G. J. Horton-Stephens), Brighton, 
Stuart, HJ. J. (formerly with R. E. Habben, deceased), London. 
Stuttard, D. (H. V. Clayton), Manchester. 
Suffell, W. N, R. Rigby), Manchester. 

: Sullivan, J. J. (R. C. Johnston), Birkenhead. 
Sunderland, J. Y (H. Titterton), Stockport. 
*Sutherland, B. W. (C. H. Hogg), Nottingham. 
Swindlehurst, J. Ò. . D. Raper), London. 
Symons, E. J. (L. H. Davies), "London. 


Stanton, G. (R. 


Taffs, A. „h A. C. Unthank), London 

Taylora s Wei Waterworth), Blackburn. (‘Roger N. Carter 
Taylor, B. (F. A. A, Barcel): Manchester. 

Taylor, G. wee Etchells), Huddersfield. 

Taylor, M. D. (N. Johnson), Chester. 


Taylor, W. W. (P. H. Stone), Birmingham, 

Telfer, S. W. (A. R. Glenton), Newcastle upon Tyne. 

Thomas, A. e (R. D. rea), Leicester. 

Thompson, M. W. (R. H. Pannell), London. 

Thomson, W. N. (H. C. Hepworth), Manchester. 

Tomlinson, N. E. (J. R. Powell), London. 

T'onkinson, D. H. (A. Jolly), Hove. 

Touche, A. G. (D. M. Touche), London. 

Townend, C. R. B. (B. W. Graves), London. 

Townley, E. S. (M, S. Josephs), London. 

Townsend, D. V. (H. W. Elliott), London. 

revera F. d (J. A. Basden), London. 

Tripp, A. C. (J. L. Wannan), London. (‘Plender’ Prize for the 
Advanced Accounting (Part IT) Paper.) 
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Tuck, E. S. Ate F. Hallett), London. 
Tucker, RY Sa, E. Talbot), London. 
Turner, G. L. G. G . Harper), Guildford. 


Unsworth, K. (J. F. Holroyd), Liverpool. 


Veale, J. H. (E. N. T. Clowes), Ipswich. 
Viersen, J. A. (G. W. Coleman), London. 


Wales, K. C. ~M J. F. Willcox), Scarborough. 
Walkden, C Go Bacup. 

L. Crowther), Huddersfield. 
Walker, J ‘D. P. (R. S. Weir), Liverpool. 


ae 


Walker, R. G. W. (5. G. Hillyer), London. 
Walker, V. A. (J. S. Hanson), Dewsbury. 
Walker, W. D. (C. Pollard), Boreham Wood. 
Walters, F. R. R. S. Davis), Manchester. 
Walton, P. (F. WM Kellett), Newcastle upon Tyne. 
Warburg, G, A. S. {G. H. Carbutt), London. 
Ward, B. D. (F, J. Smith), London. 

Ward, J. (E. L. Hope), Accrington. 

Ward, W. R. (R. E. Collins), Cardiff. 

Warren, G. A. (A. E. Scrutton), Ipswich. 
Watts, D. (W. J. Gilbert), St Albans. 
Weavers, F. P. (E. P. Q. Carter), Birmingham. 
Webb, L. A. (A. Parker), London. 


F. Shapland), Minehead. 
A Gees London, 
Weeks), London, 
H J: Sanders), London. 
C. (W. F. Whiting), Wisbech. 
. C. (F. N. Griffith}, Kendal, 
Wevell, W 8. (P. R. Johns), Bridgwater. 
Whitby, D. V. A H. Gillings), Southend-on-Sea. 
Whittaker, T. R. R. (F. E. Hawkes), Luton. 


Wesson, C R 
d, 


Wicks, M. W. (H. D. Leete), Manchester. 
Wight, G. G. (J. E. Allen), ondon. 

Wild, K. F. (G. C. H A, London, 

Wildy, M. C. W. (F. A. Lord), London, 
Willey, G. J. (A. EW hitcomb), Luton. 
Williams, A. (C. G. Jeni), ewport, Mon. 
Williams, F.J. S. (H. S. Ortmans), London. 
Willis, G. R. d'A. (G. D. F. Dillon), London. 


Wilson, A. B. (R. W. Gorman), London. 
Wilson, J. H. L. (W. E. Parker), London. 
M. D. (L. Wilson), Halifax. 
. (W. H. Leather), London. ‘ 
A. Furse), Birmingham. 


Wiltshire, WE O. (S. R. Hogg), London. 
Winstanley, H. K. (L. A. Pardey), Wigan. 
Wood, P. B. (E. sour London. 

Woods, W. J. (F. R. Tillett), London. 
Woodthorpe, J. D. (F. T. Wright), London, 
bhatt Ce R. (S. Wondyer), Liverpool. 
Wright, M. O. (G. P. Stevens), London. 


Wright, N. G. (J. Benson), Newcastle upon Tyne. 
Wright, S. (F. W. Knowles), Cleveleys. 


ae Œ: J. H. Hart), Bristol. 


Yates, G 
S. (L. V. Slater), Cambridge. - 


Yeandle, H 


* See also Certificates of Merit above. 


528 Candidates passed. 


.605 Candidates failed. 


INTERMEDIATE EXAMINATION 
Held on May 22nd, 23rd, and 24th, 1951 
Certificàtes of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the ‘Frederick Whinn 


’ Prize and the ‘Plender Prize for the Book-keeping - 


and Accounts (Executorship) paper 
Holt, Cecil Digby (J. F. Venner), London. 
Second Certificate of Merit, the ‘Stephens’ Prize and the ‘Plender’ Prize for the Gereral Commercial Knowledge paper 
Tansley, Thomas Anthony (J. B. Pinnock), Bedford. : 
Third Certificate of Merit, the ‘Plender’ Prize for the Book-keeping and Accounts, ‘Limited Companies) paper 
Chancellor, Russell Edwin (T. B. Robson), London. 
7 Fourth Certificate of Merit 
Webster, Thomas Alfred John (G. T. E. Chamberlain), Leicester. 
Fifth Certificate of Merit, the ‘Plender’ Prize for the Auditing paper 
Ferris, Ian Samuel Spencer (L. J. Osmond), London. 
Sixth Certificate of Merit 
Aungiers, Brian Piers (K, C. Foster), London. 


Angust 4th, 1951 


F 


August 4th, 1951 


THE ACCOUNTANT 115 


Fall List of Names of Successful Candidates 
(in alphabetical order) 


Appleyard, W. L. EN “HL Medak Leeds, 
SE R. H. 
Artus, T. N le W. V. Payas), Stroud. 


Baber, W. M. (G. F. ett), London. 
Bacon, F. J. R. (G. S. Thorpe), Liverpool. 
Bailey, P. E. (N. B. Wallis), icone 
Baines, P. J. A. (B. P. H. Preston), London. 
Baker, J. D. (H. M. Pepper), Walsall. 
‘Baker, S. (I. . Haffner), Manchester. 


Sr 


‘Banerjee, 
Bannister, 


T 
S (F. E Leach), “London. 
Bardrick, D. 


Bug 
. G. 
W. (E. G. White), London. 
J. Barlow), Bolton. 
Barnby, I. . (H. F. javis), London. 
Barrell, R. (E. W. Dowdy), London. 
Barrie, "rt M. ŒE. J. H. Clarke), Lendon. 


"EE 


E 
Ee 
GE 


Barrow (Miss), E. D, (R. L. Wyllie), Whitehaven, 
Bartlett, A. R. (E. P. Thornhill), Bristol. 

Barton, N. (H. Peat), London. 

Bassett, R. C. (N. G. Webber), Exeter, 

Baybut, L. J. (H. Goodier), London. 

Beldham, J. B. (J. K. Dick), London. 

„Benham, J. M. (J. R. Powell), London, 
Bennett, R. C. (R. M. Bennett), Bristol. 

Berger, M. S. (A. G. B. Gunn), London. 

Berry, A. E. J. (A. B. Plevey), Wolverhampton. 


- ( 
Beveridge, oe A. (E. C. Howie), Newcastle upon Tyne. 
`T. Horsfall), Liverpool. 
LA: Owen), Leamington Spa. 
EH Herington), Birmingham. 


Bispham, G. A Brierley), Oldham. 
ck, J. R. C. (R. Horton), Derby. 
Blackburn, A. A Pennington}, London. 


K. 
Blackton, R (R. B. Owen), Derby. 


Bloor, J. R. (A. a Burton), London. 
oam, A. W. (A. W. Dalling), Brighton. 
Boland, M. (D. A. Armitage), Leeds. 


. F. Kellett), ‘London. ’ 
Boothman, I D. A. (E. G. Clegg), Manchester, 

, E. Goate), terbury. 

E. Bayliss), London, 
Breasloff, S. j. E, Bostock}, London. 
Brierley, H. (F. C. Hoyle), Manchester. 
Briggs, J. F. (F. Wall), Liverpool. 

i . (J. S. Armstrong). Newcastle upon Tyne. 
Bromfield, T, Gë (E. L. Bromfield), London. 
. L. (E. R. H. Scott), London, 

Brown, C. M. (W. H. Newton), Birmingham, 
Brown, I. C. (D. G. Tate), London. 
Bryant, A. Gl R. Atkinson), London. 
Buchanan, J. H. (P. C. Lloyd), Liverpool. 
Bull, N. A. J. (C. N. Blackburn), London. 
Bunce, F: 1 OU. Codling), Beaconsfield. 
Bunker, G. B. (R. S ae London. 
Burchett, K. S. (M. L. Grant), London. 
Buma Cie (J.-L arkin), Liverpool. 


Burr, G. W. (H. W. V. Pullan), London, 
Burt, M. G. (A. E. Scrutton), Ipswich. 
Butterick, A . F. (A. Hartley), London. 
Barer D > H U.S. KE Leeds. 
Buzza, 1. A. M. (S. Kirkman), Ripon. 
Calnan, B. E. (D. Bruce), London. 
Carpenter, R. r: (E; Cp Richards), Bristol. 


c > . (J. E. A7 Nas angie), London, 
Chalkowski, F. (H. Brandes), Lon 
Chancellor, R. E. (T. B. Robson), London. 
Chapman, E. sor Earl), Blackpool. 

Chappell, R, C. (G. H. Black), Skegness. 
Chetham, W. H. (F. S. Burmar), Manchester. 
Chettleburgh, E. g (R. W. Jarvis), Leicester, 


Chilcott, E. H. (H. C. Medlam), London. 
Churchill, R. de (J. H. Pigg), Sunderland. 
Churchley, J. E . (O. G. Sunderland), London, 
Civval, N. M. 0. Parker), London, 
Clark, B. J. 0. R. Paramour), London: 
Clarke, G. R. (E. Lucas), Bedford. 
Clay, B. L. (J. W. Williams), London. 
Clegg, D. T. D. (M. C. Cole), London. 
Clinton, A. G. (S. G. Silem}, London. 
Clisset, J. (S. Ellis), Manchester. 
Cosy, 3 E, C. (B. W. Waters), London. 
Colin-Thomi, H. (P. F. Carpenter), London. 
Colley, J. E. (H. . E. Miller , London, 
Collis, D. J. (E. W. Evans), € oventry 
Condlyffe, S , WP 


Rg 

* Kä c. Smith), Burnley. 

. G. B F. Newill), Leicester. 

Cooke, R. G. (E. P. Thornbill), Bristol. 

Coombs, B. W. J. (C. G. Elison), Weston-super-Mare. 
Cooper, G. (M. Brookes), Oldbury. 

Cooper, G. C. (G. Stoughton-Harris); London. 
Cooper Farry, R R. G. (K. C. Makinson), Derby. ` 
Eiere? Ce Lech London.. 


Courtiour, J. B. (H. E. Cooper), Bristol. 
. , Manchester. 

Crook, M. H. (J. D. George), ondon. 

Cryer, F. M. (L. W. Newsholme), Preston, 

Cullen, P. (F. G. Feather), London. 

Curties, I. H. (J. M. Watson), Bournemouth. 

Cutting, D; R. (R. E. Osborne), London. 


Dain, J, J. (C. G. May), London. 
Dale, K. T. (E. R. Bosley), Birmingham. ` 
Datson (Miss), A. Ga EJ. "H. Jones), London. 


Davey, J. F. (W. vale i Barrow-in-Furness. 
Davidson, D. LR. (E. D. Basden), London. 
Davies, W. I. (R. N. Jones), Aberystwyth. ` 
Deacon, M. M. (A. E. Limehouse), Rugby. S 
Dearne, H. I, (J. H. Lundy), Sund grand. 
enman, D. C. (R. R. Dewing a) N orwich. 
Dible, D. R. (T. S. Fletcher), alisbury. ` 
Diston, D. G. Va Saxelby), London. 
Dixon, J. E. nt A. eres London. 
Dixon, fH L Graves), Cardiff, 


Doncaster, p, 


Draper, A W. (M. R. Cob! ett), Portsmouth. 
Dutton, G. P. (G. Stoughton-Harris), London. 
Dyson, M, F. (S. Hirst), Huddersfield. 


Easdale, H. 'T. (N. B. Nutt kb London 
Edwards (Miss), A. E. (G. C Toulmin), Brighton. 
Eiloart, I. R E. G. Tilley), London. 
, (F. C. D. Swann), Cambridge. 
. E. (P. J. Scrivens), Birmingham. 
i G. (E. F. W; Batts), London. 
ee D. M A 5. Donald), Bournemouth. 


paron , London. 
Whittam), Colne. 

(E. W. arr), Bridgwater. 
F. W. Farnsworth), Derby. 

D. H. Cantrell), London, 
W. Kent), Colchester. 


1. 
3 Cook), London. 
(EL Lo aed London, 


A. L. 
Fitton, G. R. (T. 
. F. R. 


Forbes, J. C. (K. €. Moss), Bradford. ` 
Forster (Miss), J. D. (E. Watts), London. 
Francis, A. W. (A. T. Payne); Smethwick. 
Franks, A ae Moore), London. 

Freedman, B. LO R. Kilpatrick), Cardiff: 


* Sée also Certificates of Merit above. 
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Frier, B. R. (C. C. L. Randall), London. 
Fritz, R. M. (R. W. West), London. 
Frost, H. C. (A. A. Brads aw), Cranleigh. 


Gamble, A. L. (H. N. Murray), London. 
Garwood, J. W. (C. D. Walker-Arnott), London. 
Gaston, J. H. (P. Morfgani-Jones), Brighton. 

Gee, M. I. (S. K. Tubbs), London. 

Gee, S. (I. G. de Mesquita), London. 

Gent, G. E. (H. J. Jones), London. 


N. (T. B Read), North Shields, 

* Gray, R. W. (E. Hope), Liverpool. 
Gray-Williams, W. (E. C. Sage), Rhyl. 
Greasley, J. E. (C. W. H. Jackson), Kotüniham: 
Green, M. (L. M. Kershaw), London. 
Greene, H M: (R. Kay), Manchester. 
Greenway, D. I. (B. G. Davison), Leamington Spa. 
Greenwood, D. L. (C. R. Goulder), London. 
Gristwood, o M. (B. Dudley), Newcastle upon Tyne. 
Gruber, H. (G. Classick), Manchester. 


Haddleton, S. J. (A. J. Anderson), Birmingham. 
Hall, B. C. (W. B. Douthwaite), Sheffield. 
Hallett, R. CG (L. A. D. Giles), Crawley. 
Hamill, G. (M. J. H. Morton), Grimsby: 
Hamilton, D. McL. (R. Carew), London. 
Handy, K. F, (R. Philp), London. 

Hannam, P. (R. Russom); Bradford. 

Hannan, M. a (R. P t Marthews), London. 


Harris, C MEREN Er Ridley); London. 

Harris, R. See C. Oliver), Burton-on-Trent. 
Harrison, J: NA G. A. B. Gardner), Stafford. 
Hartley, W. (E. Sproat), Halifax. 

Hayim, D. A. ee M. Duncan), London, 
PEN 


n. 
Gilbert P. Norton), Huddersfield. 


ean D. G. (A. E. H. Benard), London. 


enry, H. R. (C. F. Middleton), London. 
Henry, P . (ŒH. A Nock), Dudley. 
Heron (Miss), D , E. (J. F. W. Robinson), Workington. 
Herring (Miss), J. (D. E. Brewster), London. 


Herschell, The Lord (S. H. Bersey), London. 
Hetherington, M. (E. T. Martin), Newcastle upon Tyne. 
Hewett, S. (R. W. Foster), Chesterfield. 

Hewins, R. (A. S. Hill), Coventry. 

Hills, B. W. Se C. Pearce), London. 

Hiscocks, W, B. (F. E Liverpool; 

Holden, R. B- g. E. Sagar), Blackburn. 


Holdsworth, E. (E. S. Bedell), Manchester. 
*Holt, C. D D. (J. F. Venner), London. 
Holt, P. L. (È. B. B. Flint), Birmingham. 
Hope, K. (G. M. Sherwood), Birmingham. 
Horne, D. J. (R. H. Collett), London. 
Horstead, I. M. (H. E. Horstead), Potters Bar. 
Horton, C. F. (W. T. Hunter), Maidstone. (‘Plender’ Prize for 

Book-keeping and Accounts (Partnership) Paper.) 
Hoskins, G. M. (A. C. Bright), Richmond. 
Hosp, P. R. (E. N. Read), London. 
Hough, J. (H. Daniels), Bolton. 

oward, A. D. (R. R. Coomber), London. 
Howarth, G. G. (S. Woodyer), Liverpool. 
Howarth, R. (L. J. Hulme}, Manchester. 
Huddleston, A. W. (J. W. Boothman), Blackburn. . 
Hufford, H. G. (F. G. Peacock), London. 
Hughes, D. S. (F. C. Young), Sheffield. 
Hughes, G. B. C. (C. J. G. Hughes), London. 
Hull, S. N. (S. D. Hull), Stockport 
Humphreys, A. C. J. (L. M. G. Harris), London. 
Humphreys, M. L. (L. J. W. Gould), London. 
Humphries, A W. Ti G. Mellersh), London. 
Hunt (Miss), G. (L. M. Biggs), Guildford. 
Hunt, J. B. (W. W. “Grace), Bristol. 
Hunter, A. Geen SC 
Huntington-Whiteley, H B. (W. L. SE Birmingham. 
Hutchings, N. F. (B. Franklin), London. 


Ingham, G. (A, L. Gibson), Bradford. 
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Irvine, A. J. G. (J. S. Brittain), London. 
Isenblatt, 5 ZS (J. E. Schotness), London. 
Isherwood, M.S. (P. Martin), Bolton. 

Jackson, A. G. (A. J. Bloch), London. 
Jackson, A. S. va Eglin), Manchester. 
Jackson, A. W. (G. E Greenfield), Hull. 
Jackson, I. McK. K. (H. C. Hepworth), Manchester. 


Jacobs, H. (T. G. Thzelford), London. 

James, G. A. B. (c. H. Young), Bristol. 

Jarred, R. W. (J. C. Sheldrake), Chelmsford. 
Jennings, D. J. (F. Winn), London. 

John, A. (H. R. Elliote ie), Worthing. 

Johnson, B. (Sir W. H. Peat), London. 
Johnson, D. R. (F. ©. 5, London), London, 
Johnson, E. S., (A. Middleton), Newcastle upon Tyne, 
Johnson, M. (formerly with G. E. Titley), London. 
Johnstone, I. K. (J. Harvey), Liverpool. 
Johnstone, S. L. (N. Spiro), London. 

Jones, A. J. (W. A. Clubb), Carmarthen. - 

Jones, B. A. (E. J. Newman), Birmingham; 

Jones, G. A. (A. C. Lucas), London. 

Jones, H. (Fi A. Adaras), Cardiff. 


Jones, i J. F. (C. J. Barlow), Liverpool. 
Jones, K. R. (L. O. Ross), London. 
Jones, K. W. (E. H. Orford), London. 
Jones, R. B. (A. J. Kizman), Grimsby. 


Jordan, W. B. (F. E, Antill), London. 
Joss, A. G. (L. McGillivray), London, 
Judd, T. E. (R. D. Erewis), London. 


Keays, D. L. F. (V. © Manolescue), Hounslow. 
Keogh, D. B B. J. a R. Kelsey), London. 
Kermode, N. W. (R. A. Latimer), KS 
Kershaw, L. M. ($ R. Hogg), London. 
Kinnear, K. F. (P. Cozens), Walsall. 

Kirkland, G. S. SE Cook), Wolverhampton. 
Koch, E. M. (M. J. Galdburgh), London. 
Lancaster, N. B. (W. C. Kyle), Carlisle. 
Langford, N. (J. Harvey), Liverpool. 

Lebbell, R W. x calf), London. 
Ledbury, G . H. (F. Towe), Weston-super-Mare. 
Lee, D. R. (K. C. Heen Burton-on-Trent. 
Lee, H. S. (W. G. Frazer), London. 

Lee, M. G. (C. H. Ansell), London, 


ome G. R. (B. M. Hanmer), Liverpool. 

, A e WË B. E Abergavenny. 
(H. R. C. Lillywhite), London. 
N, Bibby) Manchester. 
Lineham (Miss À C. Hardy), London. 
Linfoot, G. A. (W. = Head), Bradford 
Lister, V.C. M. (O. S. Francis), Reading. 
Locking, M. A. (È. K. Locking), Hull. 
Lord, J. W. (J. F. Hudson), London. 
Lunt, J J. A. (A. Cheetham), Manchester. 
Lusk, B. H. (J. B. P. Williamson), London. 


Machin, J. J. (L. M. Hall), Manchester. 

Sarg F. C. (E. J. Grande), London. 

Malin, G. W. (D. Sladden), London. 

Mann, A. L. (E. L. Becker), Southport. (‘Plender’ Prize for the 
Taxation and Cost Accounting Paper.) 

Manners, J. G. W. (G. Adam), Newcastle upon Tyne. 

Marchbank, K. (C. J. Brewster), London. 

Marks, G. (E. B. Colle), London. 

Marks, L. (A. C. H. King), London. 

Masters, A. E. H (G. P. Clarke), London. 

Mather, D. R. A. (J. L. Mawhood), London, 

Mead, P. G. (A. C. Brading), Newbury. 

Meade, P. (K. R. Colman), London. 

Meek, R. J. (R. M. Grainger), London. 

Mehta, J. M. (D. F. Middlemiss), London. 

Meinl, J. d (C. pane. Cambridge. 

Mellors, E . (B. H. Brewill), Nottingham. 

Mepham, M. J. (P. S. Petter), Newport, Mon. 

Mesher, H. C. (P. Ewen), London. 

Miller, I. A. (V. M. Burton), Bedford. 

Miller, R. G. (H. Hockaday), Liverpool. 

Mijen y W. D.R. g Ogle), London. 

Mills, K. G. (D. F. Jewe), Plymouth. 

Mills-Roberts, W. L. (7. A. Ross), Liverpool. 

Miskin, G. R. x (G. D. E Dillon), London. 

Moody, D. (J. S. Harrower), Manchester. 

Moore, W. R. (R. L. Wyllie), Whitehaven. 

Morgan (Mrs.) A. M. E. (E. E. Davies), Cardi. 


Q 


* See also Certificates of Merit above, 
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Morgan, K. B. (C. J. Stobbs), Wellington, Salop. 
Moss, C. M. (G. G, Turner), London. 

Murray, A. E. (E. Caldwell), London. 

. Myers, A. M. (J. C. Pyne), London. 

Myers, M. (P. Messik), London. 


Neal, C. P. & Eu Holt), Manchester. 


Nevil ile, G Burnley), Yeovil. 
Nugent, R. H. © È " Murray), Birmingham. 
Obolensky, M. S. (W. E. Fitzhugh), London. 


Overton, R. D. R. (E. RE Blackpool. 


EL 

Parker-Smith, W. I. (L. N. Winder), Liverpool. 

OH. Tuckey), Birmingham. 
F. L. Parry), London, ws 
. (T. Ashton), Nottingham, 
. (G. R. Lowe), London, 
. (J. Hannaford), London. 
te R. C: Bates), Cardiff. 
Pickles, Č. (C. Stansfield), Hebden Bridge. 
Pickles, G. A. (W. E. R. Short), Liverpool. 
Pinder, J. J. M. (C. Pollard), Boreham Wood. 
Pinkney, A. (G. L. Aspell), Leicester. 
Pippard, D. E. (S. "E. Worley), Eee penne: 
Pittock, F. (G. J W. Bean), London. 
Pole, L. H. (W. J. Morton), Leicester. 
Pollard, R. (W. Parker), Burnley. 
Pollinger, G. E, (K. W. Latter), Bristol. 
Posner, J. L. (E. H, Ascher), Londoa. 


rr Bote, A E. (J. Collins), Leicester, 


otter, D. J. (L. L. Moore), London, 
Powell, L. E. P. (L. C, Winterton), London. 
` Prashker, S. L. (H. Lubbock), London. 
Price, A. A. (L, T. Eyles), London. 
Prince, M: p: (D. C. Cann), Londor. 
Prophet, B. R. (D. Smith), London. 
Prosser, G. (A. E. Shaw, Norwich. 
Protheroe, D. J, G. (E. G. S. Jackson), Bristol. 
Pullen, E. J. (H. R. ole) Taunton. 
Pyne-Gilbert, D. J; (H. W. Norman}, London. 


Radstone; J. (W. L. Heather), London, 

Raine, G Z SAG Ge olroyde), Bradford, 

Ratnage, T a L(A . C. Judd), London. 

Reading, D . C. VW Adams), Bognor Regis. 

Rebello, D. V. (F. N. Gammidge), London. 

Redfern W. (H. B. Britcliffe), Accrington. 
~Reed, G. W. (A. W. Goodfellow), London. - 

Reeve, H. E B. Harwood), Nottingham. 

Reilly, E. J. (T. Thornton), Burnley. 

Richards, K. (J. R. Riddell), Shrewsbury. 

Richards, T. R, (W. Holland), London, 

Richardson, A. D, (D. C. S. Downs), Hull. 

Richardson, A. F. (C. B. Cawthorne), London. 

Richardson, P. E. (G. J. Shedden), Wolverhampton. 

Riley, C. G. (E. J. Stone), London. 

Roberts, D. H. V. (C. B. Richmond), Manchester. 

Roberts; M. A. (N. T. O Reilly), Carlisle. 

Roberts, P . (H. Dakin), Sheffield 

Robinson, A. (A. E. Campbell), Manchester. 

Robinson, E. (R. Russam), Bradford. 

Robson, N. S. (W. S. Heslop), Newcastle upon Tyne. 

Roche, C. G. (T. H. Nicholson), London. 

Rogers, A. J. (A. R. Avens), Portsmouth. 

Ronson, D. (F. J. Nash), Preston. 

Royston, P. R. (N. W. Peeling), Manchester. 

Resam J: M: (J. W. Vine), Leeds. 


Russell, S. R. (H. M. Passer), Londen. 
Sadler, D. G. (R. R. Bailey), Liverpool. 
ampson, R. ka (H. W. May), Chelmsford. 
Sapsford, G. B. (O. J. Lowe), Leigh, Lancs. 
Sarsfield, D. M. (L. W. Farrow), London. 


Fn D J. T. CT, L. Sutton), Durham. 


. (W. Chaloner), Manchester. 
. (F. H. Richardson), Derby. 
CT. A. Lobley), London. 
(CW. Wallace), Brighton. 

. St L. Palmour), a 
Sergeant, P. (E. A. Radford), Wokin 
Shalet, G. J. (S. Kriteman), London 
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. (F. G. Nicholas), Hanley. 

(S. J. Pears), London. 

Shaw Dy J. (P. T. Duxbury), North Shields. 
ae R. < Norman), London. 

Shiers, K. V. F. (C. H. Clemetson), London. 

SE A. Ae H. Sharpe), Ilkley. 

Sidebottom, A. K . J. S. Darwell), Blackpool. 

R. Hart), London. 

pal Moo oore), London. 


Sane D. L. G. C. 
i TAB. Evans), London. 
Smith, J.. Së (D. R 
i (ŒJ. 
Smith, P. 
Smith, R. C. (L. J. "Reddall), London. 
Smith, R. T. (L. Rank), York. 
Smullen (Miss), M. ves C. Baker), London. 
Sober, P. (V. Harris), London, 
Spencer, M. G. H. (D. S. Osborne), Birmingham. 
Spinks, G. L. C. (B. C. Dixie), London. 
Spurway, P. F. (C. J. Vpro), Birmingham. 
Staddon, J. N. (A. C. Shay), London, 
Staines, I. M. P, (J. Formstone), Chester. 
Stead, J. G. (N. Townend), Goole. 
Stephens, P. B. (H. H. Blackburn), Bradford. 
Stevens, J. F. (G. E. Richards), London. 
Stewart, d R. (D. G. Sole), London. : 
Stockman, . P. (R. G. Sutton), Londoh. 
Straus, A ŒE. H Gollop), London. 


Stringheld, {F. A. Pitt), Manchester. 
Stuart, J. M. (J. R. Haygarth), Leeds. 
Sturgis, S. R. O. (H. E Traylen), London. 


Swallow, B. (T. 


(J. B. Pinnock), Bedford. 

Taylor, K. (F. W. Lindgren), London. 3 i 
Taylor, K. F. (A. E. C. Hartnell), London. ; 
Tebbet, N. (A. G. Bedingfield), Sheffield. 

W. (W. Paton), Carlisle. -. -~ 

Tennant, P. A. (E. N. C. Hewens), London. 

Thomas, R. (H. T. Hughes), Llandudno. 

Thomasson, J. D. (L. W. Crowther), Bolton. 
Threlfall, T, R. B. (F. K. Murfitt), Nelson, ' 
Thubron, B. (A. C. Dixon), Sunderland. 


Tansley, T. A 


E 


` Timmis, M. J. G. (E. R. Cowin), Wore oman 
ee Xe (H. G. W. Gibson), London. 
Todd, N. A. E. (O. H. Carter), orwich. 
Tomley, M cJ: g. F. Long), Stockport. 

Tovey, J. R: (R. E. Reynolds), London. 

Towers, B. C. (K. J. d’A. Mason), Birmingham. 


Triggs, R. J. (H. W. Sydenham), London. 
Trott, A. H. (V. L. Norris), London. 
Tuckey, H. W. (E. G. Davies, Birmingham. 
Tudball, I. G. (E. H. Price), London. 
Tyrrell, A. H. (R. C. Blows), Cambridge. 


Varty, E. (J. P. Mountjoy), Cardiff, 
Verity, L. (D. Steele), Bradford. 


Wailing, W. B. (G. $ Goode), Birmingham. 
Waite, R. D. J. (R. S. Barnitt), York. 
Walker, B. A. A. (T. R. Keens), London. 


Walton Miss), W. M. (L. C. Mayer-Nixson), London. 


Ward, A. G. (E. Moss), Accrington. 
Warren, F. (T. Maer Blackpool. 
Wates, E. R. (C. B. Lea), London. 
‘Watts-Morgan, J. R. (J. Birkett), Bristol. 
*Webster, T. A. J. (G. T. E. Chamberlain), Leicester. 
Wedgwood, F. B. (J. F. Butlin), London. 
Welch, C. H. (F. A. Walker), Birmingham. 
Wells, T. B. (H. H. E Edwards), London. 
Westhead, B. T. (S. Shemmell), Stafford. 
Westhead, N. A. (W. H. Westhead), Stafford. 
White, I. N. H. Gill), Leeds. 
White, W. (E. Moss), Accrington. 
Whittaker, R. P. A. (F. E. Hawkes}, Luton. 
Whitten, C. A. F. (A. A. Barger), London. 
Wilbraham, P. Cr A. Beeny), Bognor Regis. 
Wilkin, D. (J. W. Harker), Durham. 
Williams, D, S. R. B. Barker), London. 


* See also Certificates of Merit above. 
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Williams, E. N. oak . Williams), Brighton. Woolley, G. P. (G. H. Hampton), Manchester. 
Windsor, J. F. (AF . Chick), London. Worley, G. W. E. (C. H. Kohler}, London. 
Woffenden, D. J D. (M. W. Vowles}, Bristol, Wright, C. R. W. C. Nelson), Wolverhampton. 
Wong, C. V. R. sep Y. Bentley), London. Wright, K, M. B. (C. L. Woolveridge), London. A 
Wood, B. M. (R R. R. er Manchester. Wynn-Evans, P. G. (C. B. Burrows), Liverpool. 
Wood, C. G. (P. LL . Case), Watfor: 
Wood ward, R. (W. F. Ewbank), Liverpool Young, P. G. (N. B. Nutt), London. 
Woolf, A. R. (I. N. Woolf), London. Young (Miss), R. M. (H. K. Campbell), Bristol. 
502 Candidates passed. 566 Candidates failed. 
PRELIMINARY EXAMINATION 
Held on May r5th, 16th, 17th and 18th, 2951 
First in Order of Merit and Institute Prize 
West, Donald (Chorley). ` x 


Full List of Names of Successful Candidates 


Arnold, C., Horsham. 
Arnold, G. F., Syston. 
Atchison, D. J.; Sidcup. 


Bowyer, J. R., London, 
Blight, D. S., Ebchester. 
Buckley, D. A., Oldham. 
Buller, R. St J., Taunton. 
Bunyan, J. A., London, 


Caldecott, C. P:, Wrexham. 
Carrington, P. J., London. 
Carter, G. W., London. 
Charlton, M. P., Birmingham. 
Churms, K, J., Tettenhall. 
Collins, D. R. G., Southsea, 
Cotter, T. E., London. 
Cotterill, R. T. J., Birmingham. 
Creedy, A. Coventry. 

Crimp, G. E., Plymouth. 
Crofts-Bolster, R. G. R., London. 


Dibb, P. J., Huddersfield. 
rake, D. J., London. 
Dyball, A. J., Leatherhead. 


e R., C., Shrewsbury. 
Gohar, M Newcastle upon Tyne. 
Goodenough, Wi M., Southampton. 


73 Candidates passed. 


Candidates Successful 
Candidates Failed .. 


Candidates Sat 


(in alphabetical order) 


Grant, M., Surbiton. 
Gunn, J., Walsall. 


Hall, D. N., Mapperley. 
Harrison, C. J., Oxford. 
Hewitt, E. J., Birmingham. 
Hill, E. F., Volverhampton. 
Hodges, D. J., Welwyn. 
Holmes, B., Huddersfield, 
Holmes, M. G., Leicester. 
Hopcraft, D., Burton-on-Trent. 


Jarvis, J. E., Tunbridge Wells. 
Jeffreys, N. "e. Glamorgan. 
Jenkins, B. S., "Chester. 


Knight, K. S., Liverpool. 


Lane, d M, Thorpe Bay. 

Law, B. W., Bolton-on-Dearne. 
Lean, R. M., West Kirby. 

Lerner, S. J., London. 

Lindop, C. C., Crewe. 
Lovewell-Blake, G., Great Yarmouth. 
Lownds, G. J., New Malden. 


Macpherson, D., Grays. 
Mepham, B, W., Shepperton. 
Messere, D. R., Westcliff-on-Sea. 


* See also Order of Merit above. 


Summary of Results 


Mico, E., Blackpool. 

Milliken, E. B., London. 

Mitchell, J. G., Sowerby Bridge. 
Montgomery, À. G. C., South Croydon, 


Nettleton, B. H., Brighton. 
Nightingale, B. E., Cheam. 


Page, J. R., Worcester Park. 
Phelps, P. W., Upton-on-Severn. 
Phillips (Miss), M., Gateshead. 
Preece, I, A., ‘Wolverhampton. 
Procter, I, M., Scarborough. 


Robertson, E. G., Hull. 


Scholey, G. M., Leeds, 
Shannon, M. J., London. 
Skelton, P. S., Redhill. 
Smith, e E., Liverpool. 
Smith, E , Birmingham. 
Smith, H. S., , Stockport, 


Taylor-Young, M. H., Bournemouth. 


Wain, A. D., 


Newcastle, Staffs. 
Watts, D. J., 


Newton-le-Willows. 


*West, D., Chorley. 


Westwick, C. A., Greenford. 
Wilson, D „ Liverpool, 


187 Candidates failed. 


Final Intermediate Preliminary Total 
528 502 73 1,103 
Dos 566 187 1,358 

1,133 1,068 260 2,461 
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A HOLIDAY CROSSWORD 


by J. ROSE, A.C.A. 


(1, 2, 7, £4, I}, 18, I9 and 22 down may be of interest to members of the Institute) 





amamma 
Gunana pre 





(8). 
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ACROSS DOWN 
1. Men seldom think the 1, 18. Out of form (3, 2, 8). 
presons d'Ge holiday 2, Often act afterwards (9). 
own equals SE 
5. After elbow, before the 3 Where religion and 

_ palm (6). Es ` 

"o. Through fire ‘and’ water 4 is (4). 

10. See 13 (6). [(8). 6. Usually in the oven — so’s 

12. Almost here (6). art (6). 

13. Dobaby’s farewellsmake 7, 17, No competitor for 
music? Ask 10 (8). the third light home 

15. The baritone’s job at the (5, 9). 
camp-fire? (9). H 

16, Recess, usually regret- Se a Slay aceon d 
table after the age of Zi: below (7) AVOUT AS 
fifty (4). A 

_ 20. C.A. around run (4). 14. Five nines (7). 

21. Hatch service (9). 19. Things transferred on 

23. oer aie coal ride death (8) 

25. Caps (6). [ (8). 

28. I’m off colour (6), ba or nen. pays more 

29: ah one Er mian = With 24. Together on mountains 

30. Gives back to front (6). (5). ; 

31. There are dozens of 26. Found along the coast 
dozens in a great gross, and in ship (5). 
but a hundred has tens 27 


. In a way a house nurse 


(4). 


The solution will appear in next week's issue. 


NOTES AND NOTICES 


Personal 


Messrs Gro. Mackenzie & Co, of Northern Trust 
Balding, 28 Harrison Street, Johannesburg, an- 

ounce that zthey have opened a branch office at 
Kilmarnock Buildings, Corner Eleventh Avenue 
and Fife Street, Bulawayo, Southern Rhodesia, 
under the style of GEO. MACKENZIE & Co, Chartered 
` Accountants. Telephone No. 5770; telegrams and 
cables: ‘Residue, Bulawayo’; P.O. Box 238. 

Messrs JARVIS Barser & Sons, of Tespi 
Building, High Street, Sheffield, announce that they 
have taken into partnership Mr Harotp Barrys, 
A.C.A, AS.A.A. The name of the firm remains un- 

_changed. Mr BATTYE was for some years a partner 
“in the firm of Messrs LoveLock & Lewes, Chartered 
Accountants, of Calcutta and Madras. 


Information and Advice for Hospitals - 


Krnc Epwarn’s HOSPITAL FUND FOR LONDON: 

o DIVISION OF HOSPITAL FACILITIES 
“For many years prior to the introduction into Parlia- 
ment in 1946 of the National Health Service Bill, 
King Edward’s Hospital Fund for London had made 
available to the voluntary hospitals in London — and 
other organizations interested in hospital work and 
practice — information which it had obtained as the 


result of routine activities and a number of special 
inquiries. The King’s Fund also offered advice. 

The coming into operation on July 5th, 1948, of the 
National Health Service Act, 1946, led to an intensifi- 
cation of interest in all phases of hospital work. This, 
combined with the growing complexity of modern 
hospital organization and management, increased the 
demand for information and advice -a develop- 
ment not unforeseen by the King’s Fund which 
established a Division of Hospital Facilities in 
November 1948. A 

The Division comprises a general information 
bureau and advisory service; an accounting and 
financial advisory service; and a library of over 800 
British and foreign hospital books, as well as journals, 
and plans, and it has become the focal point of a 
world-wide hospital information service. 


SURVEYS AND INVESTIGATIONS 

In addition to supplying information, the Division 
visits hospitals, discusses problems and, where asked, 
gives advice. It carries out investigations and surveys 
and submits reports thereon. At present it is engaged, 
jointly with the Nuffield Provincial Hospitals Trust, 
in carrying out a special costing investigation for the 
Ministry of Health, and a private investigation for 
another Government department. 


120 


Among the activities of the Division is the receiving 


of hospital visitors from overseas and, where required, ` 


the arranging of tours of hospitals for them. 


The-object of the Division is to make 2 worth-while . 


contribution to securing and maintaining an efficient 


hospital service. This service’ cannot be run“ on’ 


sentiment alone, important as this factor is. There 
must be a proper combination of sentiment and 
business methods if the maximum services are to be 
obtained at a reasonable cost; a balance which will 
prevent sentiment and lack of knowledge from wasting 
funds and business methods from being too rigid at 
the expense of the patients. 
_ Last week the Division took over new and larger 
` accommodation which will enable it to carry out its 
increasing work more expeditiously and to develop 
its activities. No charges are made for any of the 
services of the Division. 
The Director of the Division is Captain J. E. Stone, 
C.B.E., M.C., F.S.A.A., and the offices are at King 
Edward’s Hospital Fund for London, zo Old Jewry, 
London, EC2. ; 


Recent Publications 


PALMER’s ‘COMPANY PRECEDENTS. Sixteenth Edition by His 
Honour A. F. Topham, K.C., LL.M. xcvifi+1,238 pp., 

n~ 10X64. £5 ros net. Stevens & Sons Ltd, London. 

OFFICE ORGANIZATION AND MANAGEMENT. Fifteenth Edition 
by Donald Cousins, Professor of Accounting, Birmingham 
University. vii-+283 pp., 9 X 54. 18s net. Sir Isaac Pitman 
& Sons Ltd, London. 

SUPPLEMENT TO VALUATION FOR COMPENSATION AND 
DEvELOPMENT CHARGES, by Ronald Collier, F.S.I., F.A.I. 
viii+ 185 pp., 10 X 64. Main work and supplement 32s 6d, 
by post rod extra. Supplement alone 15s, by post 6d 
extra. Butterworth & Co (Publishers) Ltd, London. 

AGRICULTURAL DeatH Duties, by W. Walker Watson. 
iv+76 pp., 84 X 54. ros 6d net. The Country Gentlemen’s 
Association Ltd, London. è 

Orrice Systems, Vol. I. 84 pp., 94x6. 7s 6d net. Offic 
Management Association Ltd, London. 


Other Publications Received 

INDUSTRIAL WELFARE AND PERSONNEL MANAGEMENT. 
(May-June.) 

Der WIrRTSCHAFTSPRUEFER. (Berlin.) (June.) 

THE ACCOUNTANTS’ MAGAZINE, (July.) 

‘THe. CONTROLLER. (New York.) (June.) 

N.A.C.A. BULLETIN. (New York.) (June.) 

ENGINEERING INDUSTRIES BULLETIN. (July.) 

Economica, (May.) ' 

BULLETIN OF THE Oxvposn UNIVERSITY INSTITUTE OF 
Statistics. (June.) 

MONTHLY Review OF THE BANK oF Nova Scotia. (Toronte.) 
(May-June.) 

Lioyps Bank Review, (July.) 

Tue BUILDING SOCIETIES GAZETTE. (July.) 

HANDELSVIDENSKABELIGT TIDSSKRIFT. (Copenhagan.) 

Loca, GOVERNMENT Finance. (July.) 

Tue Law.Sociery’s GAZETTE. (July.) 
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SEVENTY-FIVE YEARS AGO 
From Ühe Accountant op Aucust sth, 1876 


Extract from ‘Notes in Passing’ . ~. 


Accountants’ Charges 


We cannot conclude our notice of this case without 
referring to the remarks of the Master of the Rolls 
upon accountants’ charges. An accountant has been 
employed by the Stock Exchange creditors, and the 
question arose as to the allowance of his costs. His 
lordship is reported to have said that ‘the charges of 
the accountant in this instance appeared extremely . 
moderate, but that accountants’ charges were so E 
extravagant that he had made a rule never to allow< 
an accountant to be employed, except on terms of. 
being paid either a sum not exceeding a certain sum, 
or such a sum as the judge should direct’, We are 
left in doubt as to the ultimate fate of the particular 
charges in questicn; but the observations on charges 
in general call for some slight notice. The mistake 
which underlies them is found in the idea, inadmis- 
sible with regard to any other profession, that. 
accountants’ work always proceeds according to rule 
and can therefore be accurately measured by som 
standard. There may be two cases in both of whic 
£500 worth of property has to be realized; and yet 
they may so differ in their essential circumstances 
that whereas {10 would be good pay for one, £100 
would be inadequate pay for the other. To talk of 
this or that accountant’s charge as being extravagant 
or moderate, without having a due knowledge of all 
the incidents which surround it, is to talk profitless 
nonsense; and the sooner those accustomed to such 
foolish displays discontinue them, the better for all 
concerned. - 
Dr Barnardo’s Homes 


The ‘family’ in Dr Barnardo’s Homes now numbers 
over 7,000; there were 120 admissions during May lasi? 


ANNOTATED TAX CASES 


Edited by Roy E. Borneman of Gray’s Inn, Barrister-at-Law 


Published at frequent intervals. Reports of Income 
Tax, Sur-Tax, Profits Tax, E.P.T., Death Duties and 
Stamp Duty Cases decided in the Courts of England 
and Scotland. The reports contain a lucid summary - 


of the cases and a full report of the judgments, . 
together with explanatory notes on the decisions. 


SUBSCRIPTION 30/- PER ANNUM 
(post free) 


GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL STREET, LONDON, EC2 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, S.W.I 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, Etc. 
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MIGRANT COMPANIES AND 
THE TREASURY 


HE 1951 Finance Act received the Royal Assent on 

| August 1st last and Section 36 is now in force. Under it, a 

company which is resident in the United Kingdom needs 
Treasury consent to do any one of the following things: 

(a) Cease to be resident. 

(b) Transfer any part of its business to a non-resident. 

(c) Permit its overseas subsidiary to issue any shares or 

debentures. d 

` (di Permit the transfer to its overseas subsidiary of any shares 
or debentures in which it has any interest, except where 
the transfer is for thè purpose of a director’s qualification. 

The Treasury has given general consent to certain classes of 
transactions, detailed on another page, which occur most com- 
monly for normal commercial reasons. To assist it in deciding 
whether to consent in other cases, an Advisory Committee has 
been set up. Lorn KENNET is the chairman and the other members 
are SIR KENNETH Swan, K.C., and Mr B. H BINDER, F.c.A., a 
member of the Council, and a past president, of The Institute of 
Chartered Accountants in England and Wales. The CHANCELLOR 
OF THE EXCHEQUER stated the Committee’s terms of reference thus: 

‘In their consideration of matters referred to them I have asked 
them to take into account the significance of any new factors or 
circumstances which are represented to require the proposed change, 
and any compelling reasons for such applications based on the 
efficiency and development of the applicants’ operations. They will 
weigh against considerations of this kind the prospective loss of 
revenue or of foreign exchange to this country which the transaction, 
if permitted, would entail; and they will inform me whether, on the 
balance of considerations, it would in their opinion be in the national 
interest that permission should be granted.’ - 

This is delegated legislation with a vengeance. Everything is 
prohibited which the Treasury does not specifically allow. The 
moment the prohibition becomes law the Treasury applies 
general modifications to it which are themselves worded with all 
the complexity of a section of a Finance Act. Whether a particular 
transaction qualifies for exemption or not may be difficult to 
decide but the persons concerned cannot take the benefit of the 
doubt without risking heavy penalties. If they can show that they 
are within an exemption, the Treasury may withdraw it without 
formality. The task of the Advisory Committee is difficult and 
invidious. It will involve complicated calculations on supposititious 
figures of the ultimate effect of a proposed transaction, followed 
by a decision as to whether that effect would be in.the national 
interest. There are many who feel that the national interest would 
perhaps best be served by repealing Section 36 altogether. 
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THE ROYAL COMMISSION 
MORE CRITICISM OF THE LIBERAL PARTY SCHEME 


HE Liberal Party scheme for the amal- 

l gamation of income-tax with social security 

A. has been subjected to further criticism, 
this time in a memorandum submitted to the 
Royal Commission on the Taxation of Profits and 
Income, by the Inland Revenue Staff Federation. 
It gives a detailed summary of the plan outlined 
in the Liberal Party Yellow Book, repeating the 
advantages claimed. In criticizing the plan it 
observes that although the Liberal Party Com- 
mittee has approached the problem with little 
more than a superficial glance at income-tax law 
and practice, the merits of the plan are merits of 
principle and none the worse for being popularly 
or loosely presented. Moreover, although the 
Yellow Book is full of figures, these again are 
irrelevant to the consideration of the principle. 
Any failure to balance income with expenditure 
can be corrected by increasing the rate of tax or 
reducing the allowances. 

The Federation stresses the limited scope of 
the plan. It points out that of the 529 sections of 
the draft income-tax Bill, published recently, only 
21 would be affected, namely, those dealing 
with the graduation of tax by means of personal 
and other reliefs. It would like to see a critical 
examination of the present basis of differentiation 
between ‘earned’ and ‘unearned’ income, observ- 
ing that much ‘earned’ income comes from 
sinecures carefully contrived by employers, trade 
unions, and the State, while much ‘unearned’ 
income is the result of considerable effort. : 

While accepting the advantage of a flat rate 
tax in increasing incentive, by giving a man more 
for his extra effort than he now receives, the 
Federation considers that the plan is likely to be 
disincentive in another way. If the connexion 
between paying tax and receiving benefits is 
obscured, important psychological results will 
follow, even though it be admitted that already 
the contributions to national insurance are in- 
commensurate with the benefits and that the 
allowances are not large enough by themselves to 
encourage slacking. It looks to a strengthening of 
the contributory principle and an immunity of 
the resulting funds from Budgetary pressure. On 
the other hand it accuses the Liberal plan of a 


lack of elasticity, pointing out that although in 
theory allowances could be reduced to maintain 
solvency, such a reduction would arouse the same 
kind of emotional feelings as would a proposal to 
reduce unemployment pay or old age pensions. 
This would confine alterations in practice to 
changes in the standard rate, without the advan- 
tage of complementary manipulations of income- 
tax allowances to modify the effect of the change 
upon particular economic and social groups. 

As regards administrative savings to be expected 
from the scheme, the Federation is rather more 
pessimistic than the Inland Revenue. In connex- 
ion with the assessment of self-employed persons 
in the lower income groups, it points out that 
although only 3°7 per cent of Schedule D profits 
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in 1948-49 were made by persons in the £o- ft 


£250 per annum group, this group comprised 
nearly one-half of the number of Schedule D 
taxpayers dealt with. If they all had to pay tax at 
the flat rate on all profits, these profits would have 
to be meticulously calculated. In addition, there 
is the host of casual earners, domestic helps and 
the like. The Federation adds that if the plan 
were adopted, tax evaders would be more expen- 
sive to the State than they are now, since they 
would obtain their allowances without having to 
make a return of income. The familiar objection 


‘is made that the payment of the allowances would 


absorb a very large number of civil servants. 
Even if the plan were to result in a saving of 
staffs, in the Federation’s view sweeping changes 
ought to be avoided. Life is already complicated 
and millions of people who are accustomed to the 
existing scheme would have to master the new 
one. Indeed, the Federation would build further 
on the existing structure, expanding the present 
national insurance contributions to cover other 
social security benefits, and related in amount, 
not to the available income of the contributor, but 
to the amount of benefits he may expect to enjoy. 
Unfortunately, the constant fall in the value of 
money makes the attainment of this ideal pro- 
gressively more difficult, for any such scheme 
presupposes that the pound sterling will be of the 


same value when the contributor receives his ' 


benefits as it was when he paid his contributions. 


e 
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COMPARATIVE FIGURES 
CAN ITEMS IN INDIVIDUAL YEARS BE ‘ADJUSTED’? 


Companies Act, 1948, 8th Schedule, paragraphs 1x and 14 (5) 
by E. HARMAN, A.G.I.S. 


The author elaborates on his letter which was published in the correspondence 
columns of our issue of June 30th, 1951 


LTHOUGH of great significance, the 
importance of comparative figures is not 
immediately apparent. Correctly used, 

they mark stages in ‘the life of a company — 
whether it progresses or drifts backwards ~ in a 
form readily understood by the majority of share- 
holders, however unskilled they may be in inter- 
preting accounts. 

What has been the use made of comparative 
figures since the passing of the Companies Act, 
1948, and its requirements to give them? 

The answer would appear to be that because of 
` what I believe to be a (widely held) misinterpre- 
tation of the requirements, comparative figures 
have been of immeasurably less value than they 
could have been had the Act been correctly 
interpreted. The interpretation generally held is 
that in the accounts of a particular year the Act 
requires a complete restatement of the previous 
year’s figures. The paramount requirement of 
this interpretation appears to be that the com- 
parative figures columns must ‘balance’ at all 
costs; this accomplished, nothing else matters. 

The Act does not require a repetition of last 
year’s figures but (much more important) only 
the statement of those items common to both sets 
of accounts. 

At this point, it is worth while to examine the 
two broad requirements going to make up what 
may be termed the science of comparative figures. 
The first requirement is the subject-matter com- 
parison; for example, there is no comparison 
between directors’ fees and depreciation. In 
other words, like must be compared with like. 
This requirement is not nearly so simple and self- 
evident as might at first be supposed, and is the 
cause of more ‘adjustments’ of comparative 
figures than any other. For example, in year one 
income is received on shares in a company which, 
in year two, becomes a subsidiary. There is in 
fact no comparison between the incomes of the 
two years but how often does one see the two 
unlikes made to compare with a ‘suitable 
adjustment’. The second requirement is what 
might be termed the quantitative-comparison. 

By ‘quantitative-comparison’ is meant the 


stating of the average capital employed in order to 
produce the particular item of income. This 
requirement is as important as the first. There can 
be no comparison between two sets of trading 
profits if in year two the issued capital of the com- 
pany has been doubled and is now twice what it 
was in year one. The average capital calculations 
made for E.P.T. purposes, suitably adapted, 
could give, without too much difficulty, the essen- 
tial quantitative-comparison figure. 

How much more informative trading ` Aë 
figures would be if the average capital employed 
were also shown! The criticism that the accounts 
would be rendered cumbersome and difficult to 
interpret if average capital, that is, quantitative- 
comparison, figures were given, is answered by 
saying that it is only against the most vital figures 
in published accounts — that is trading profits — 
that it is required. It might be, perhaps, in 
some further cases, against subsidiary-company 
and other investment income. 

It is to be observed that the items in the balance 
sheet already conform to both the above require- 
ments; for example, movements on reserves and 
the additions to sales of, ane amounts written off, 
capital assets. ' 

The last and pers: most debatable difficulty 
in the application to the science of comparative 
figures has now to be stated. When the Act 
requires the ‘corresponding’ amount to be stated, 
does it mean that the exact amount of the item is 
to be given? 

Taking subsidiary-company income as an 
example, if in year two the income is from two 
companies, but in year one was from three com- 
panies, is it not permissible to scale down the 
item in year one to the income received from the 
two companies still held? The ‘corresponding’ or 
comparative figure so given will not be found as 
an item in the figures of year one, but is there any 
requirement that it should be? 

An extension of the view now being put for- 
ward implies that items in year one not used for 
comparative purposes in year two are discarded. 
This means that the comparative columns will 
nat balance. 

i 
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NORTH AMERICAN COMMENTARY -XXVI 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.), 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, 
New York, May and June 


Education for the Accounting Profession 


CC sity graduates are said to be con- 


sistently more successful than others in 

the Certified Public Accountants’ examin- 
ations. This leads the editorial to raise again the 
much debated question of making college 
education a legal requirement for admission to the 
profession, if recognition as a learned profession 
is to be obtained. The procedure would be to set 
up professional schools of accounting at the 
graduate level within the universities. 


- The Individual Practitioner 


For the help of individual practitioners the 
American Institute of Accountants has under- 
taken publication of the C.P.A. handbook, a 
comprehensive manual. This and other steps have 
resulted from the appointment, some years ago, 
of an advisory committee of individual practi- 
tioners. The aim is to make the national organiza- 
tion ‘a more effective partner of its members who 
need its services in that capacity’. l 


Women Public Accountants 


There are more than 500 women public accoun- 
tants in the United States. The call of men to 
active service is once more opening the public 
accounting field to women. The American Insti- 
tute has asked college deans to suggest that women 
interested in the field should major in accounting. 


Excise Taxes v. Income Taxes 


The National Association of Manufacturers is 
said to have recommended an excise tax on nearly 
all manufactured products except food, at such a 
figure as will balance the budget after making 
certain government economies. It is argued that 
the massive demand for consumer goods origi- 
nates from the lower income groups, since 
income-tax has already curbed the higher. The 
editorial’s comment is that permission to choose 
between spending and saving seems more fitting 
to the democratic way of life, and the views of 
readers are called for. 


The Dangers of Regimentation 

Mr Paul Grady, c.p.a., tells how in 1944 there 
seemed a danger that the American Institute’s 
bulletin on ‘Examination of financial statements’, 
which was more than twenty-five years old, might 
be resulting in regimentation of accountants, 
being used as a check list of required auditing 
procedures. The bulletin was therefore with- 
drawn but, with some reluctance, it was found 
necessary to publish another general pamphlet . 
for young men entering the field. Mr Grady says 
that with something over 65,000 copies sold, 
there is reason to fear that this new document, 
‘Audits by certified public accountants’, is being 
used for staff training and guidance on a check- 
list basis which is likely to produce only craftsmen. 
The Institute has other special reports on ‘Audit- 
ing standards’ and ‘Internal control’ and these, 
with “Case studies in auditing’, are considered 
better for staff training. Increasing attention to 
this question of training within the profession is 
being given in the United States, with typical 
American thoroughness. But the danger of 
regimentation is real and Mr Grady’s warning 
needs indeed to be heeded. 


Tax Practice: Lawyers and C.P.A.s 
The June editorial reports that the ‘Statement of 
principles’ as to practice in the field of federal 
income taxation, recommended by the national 
conference of lawyers and certified public accoun- 
tants, has now been approved by the Council of 
the American Institute of Accountants. It had 
already been accepted by the House of Delegates 
of the American Bar Association so that, for the 
first time, an official statement endorsed by the 
highest authorities in each profession now out- 
lines the proper scope of activity of members of 
the two professions in this controversial field. It 
is the culmination of over fifteen years of effort, a 


‘triumph of reason over violence’ says the , 


editorial. It is only a beginning, for it is in general 
terms and gives no specific answers as to what 
lawyers and C.P.A.s may or may not do in par- 
ticular circumstances. But it provides a basis for 
negotiated settlements of differences without 
litigation or legislation: It records the opinion of 
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the organized bar that C.P.A.s are members of a 
recognized profession comparable to that of the 


law. 


Harvard Business Review, 
Boston, May 
Accelerated Amortisation 
In a detailed examination of the device of accele- 
rated amortisation, for the protection of firms 
which expand in the defence effort, Messrs 
Robert Schlaifer, J.. Keith Butters and Pearson 
Hunt, state their belief that the system involves 
serious dangers to business firms and the public 
interest. The policy seems to be to estimate the 
percentage of additional emergency production 
which will be saleable after the emergency and 
grant accelerated amortisation for the rest. But 
some suppliers acquiring new and efficient plants 
may be able to sell all their output. In any case a 
producer, if he has to lose all his additional sales, 
will abandon older, less suitable plants. The 
, authors say that a better way of dealing with the 
situation would be to let firms make normal 
profits as long as the emergency lasts, and give 
them an option after the emergency cf either 
retaining the additional assets or handing them to 
the government, in return for their depreciated 
book value. 


The Controller, 
New York, Fune 
` College-Industry Co-operative Training 

The National Committee on Education, appointed 
by the Controllers’ Institute, has put forward a 
training programme by which companies may 
employ selected undergraduates of collegiate 
schools of business during their summer vaca- 
tions. The aim is to give management a ‘preview’ 
of promising students and, at the same time, pro- 
vide intelligent substitutes for permanent staff 
away on holiday. The education committees of 
local branches of the Institute will make arrange- 
ments with colleges to bring employers and 
students together. Alternatively, students may be 
placed for terms or quarters rather than during 
vacations, or two-student teams may cover one 
job in succession to each other. A suggestion made 
by Mr David D. Devine, comptroller of Bell 
Aircraft Co, is that students might be trained in 
fundamentals in college without taking their 
graduate work, until they had had some exper- 
ience enabling them to decide: (1) whether they 
wished to become administrative accountants; 
and (2) whether they were likely ro be able to do 
so. The Education Committee has prepared a 
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booklet, ‘Careers in management accounting and 
control’, for the guidance of students who have 
majored in accounting. This whole development 
is most important. It may be added that some of 
the larger public accounting firms provide similar 
facilities for practice in the profession, for those 
accounting students ‘who are aiming at public 
accounting. The practice of internship, as it is 
called, is growing in North America, some 
universities giving credit for degree purposes in 
the case of approved internship. 


Canadian Chartered Accountant, 
Toronto, May 

Taxation in the United States: 

Literal v. Free Interpretation 
Dean Erwin N. Griswold of Harvard Law School 
contrasts the United States tax system with that 
of Canada and indicates the relative ease with 
which the Tax Act is changed in Canada, by 
Cabinet decision followed by Parliament’s assent, 
with little opportunity for public consideration. 
In the United States a major change of the 
statute takes many months of labour as it goes 
through the House of Representatives and its 
Committee on Ways and Means, followed by the 
Senate Finance Committee (with public hearings) ` 
and the Senate. Debate is unlimited and in the 
end there is the Committee of Conference of 
members of both houses, where final compro- 
mises are made. He stresses that this system has 
the merit of giving the public an opportunity of 
being heard. He then shows that in recent years 
the classic view of strict interpretation of statutes 
has in the United States given way to a freer con- 
struction, the rule of literal construction being 
dead. The United States Courts now regard it as 
their proper function to construe the language to 
get the basic meaning of Congress. Dean Griswold 
strongly approves of the change and quotes 
indications that Canada is tending in the same 
direction. In a well-reasoned reply, Mr Stuart 
Thom, B.A., LL.B., points out the unbroken line of 
judicial authority in Great Britain and Canada, in 
favour of strict interpretation, until the last 
decade. He agrees that today there are indica- 
tions of a change to the freer basis in Canada, and 
he has grave doubts about it. If a clear, sharp line 
is drawn between what is taxed and not taxed it is 
true that ingenious tax evaders are given their 
chance until the statute is altered, yet the average 
taxpayer is satisfied. But a law made up of prin- 
ciples leaves taxpayers in uncertainty and, by its 
very vagueness, plays into the hands of the bold 
transgressor. 
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ACCOUNTANCY 


by Sir HAROLD HOWITT, G.B.E., D.S.O., M.C., F.C.A. 


` AY I commence by saying how pleased I am 
| \ / l that accountancy has been given the honour 
e of a Cantor Lecture? in the series inaugurated 
by Sir Godfrey Ince whose lecture a fortnight ago I 
had the privilege of attending? May I add that I am also 
pleased that the privilege of speaking about account- 
ancy has fallen to me and has afforded me the oppor- 
tunity of doing so in this delightful hall, which I 
confess I had not previously visited. 

I presume my audience is composed of those who 
are interested as parents, as educational experts, as 
industrialists, and as members of other professions. I 
will try to have this in mind in my remarks and not 
to get down to unnecessary details. 

I will try also to deal with the subject generally and 
not to refer too much to my own Institute. I have no 
authority to speak for the other bodies to whom I 
shall refer, and indeed, so far as I may express 
opinioris, they must be taken to be my own and not 
in any way official. 

‘I propose to make my comments under the follow- 
ing general heads: the structure of the accountancy 
profession; the status of the profession; qualities 
required; the student’s training; the examinations; 
post-examination problems. 


Structure of the Accountancy Profession 


An initial difficulty in defining the accountancy pro- 
fession is that virtually everyone in varying degree 
deals with accounts. Micawber did so, our wives do, 
bankers and solicitors undertake certain accounting 
functions for their clients, and there are even turf 
accountants. I only mention this to emphasize that it 
is probably more difficult to define and control the 
public practice of an accountant than it is in the case 
of other more specific professions such as those deal- 
ing with medicine and the law. We have, as a matter 
of fact, amongst ourselves, been trying for several 
years to regulate the profession as a whole, though 
still retaining the separate entities of our various pro- 
fessional bodies, but we have not yet fully surmounted 
the difficulties which arise. 

My own Institute, that of the chartered accoun- 
tants of England and Wales, is the largest of these 
bodies, having obtained its charter in 1880. I ought, 
however, to hasten to add that it is not the oldest, the 
first Royal Charter in Scotland having been granted 
in 1854. The three Scottish bodies which have existed 
in Edinburgh, Glasgow and Aberdeen respectively, 
are now being merged into a combined Institute of 
Chartered Accountants of Scotland. There is also an 
Institute of Chartered Accountants in Ireland which 
covers both northern and southern Ireland. 





This Cantor Lecture, which is reproduced by kind permis- 
sion of the Secretary of the Royal Society of Arts, was 
delivered to members of the Society on February 19th, 1951. 


As to numbers, you may take it that there are just 
over 15,000 in the English and Welsh Institute, 
nearly 5,000 in the Scottish and nearly 800 in the 
Irish, a total of 20,800 chartered accountants, in 
Great Britain and Ireland. , 

Next I would mention the incorporated accoun- 
tants, who are members of the Society of Incorporated 
Accountants and Auditors which was formed in 1885. 
Its present membership is about 8,800 and though 
largely engaged on public and other accountancy 
work, its members include a number of those in the 
sphere of municipal accountancy. > 

Next, the certified accountants who are members 
of the Association of Certified and Corporete Accoun- 
tants, which in its present form was established in 
1938 as a result of an amalgamation of three other 
bodies, the oldest cf which started in 1896. Its present 
membership is abaut 7,800. 


Three Main Groups of Accountants 


-These are the three main groups of accountants — 


chartered, incorporated, and certified — who cover the 
normal field of public accountancy. They are the 
bodies who are recognized by the Board of Trade 
under the audit provisions of the Companies Act. 
They are also the bodies normally recognized in the 
audit provisions of Acts dealing with local authorities, 
nationalized undertakings, etc. 

It will be seen from the figures quoted above that 
the membership of these three groups of accountants 
amounts to approximately 37,000 and from. informa- 
tion which their officials have been good enough to 
give me, you may take it that this membership may 
be divided approximately as follows: 


Practising as public accountants or em- 


ployed by practising accountants 19,000 > 
Engaged in commercial and other under- “i 
takings, retired, etc. 18,000 


In total, then, it may be said that over half is 
engaged in the field of public accountancy. I ought to 
include the caveat that the compilation of these figures 
involves a certain amount of estimating. 

There are two ctker categories of accountant to 
which I should refer, namely: municipal accountants, 
who are members of the Institute of Municipal 
Treasurers and Accountants formed in 1885: its 
present membership is about 2,000; cost and works 
accountants, who are members of the Institute of Cost 
and Works Accountants formed in 1919: its present 
membership is about 3,000. As the names of these 
two bodies imply, they are concerned with specialized 
branches of accounting — in one case with the finances 
of local authorities and in the other with the costing 
records of industrial undertakings. There are a num- 
ber of other bodies Lut for my present purpose I do 
not think I need deal with them. 
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It is clear from the figures I have quoted that judged 
by, numbers -and I hope in other respects too — 
; “ountancy ranks high amcng the professions. It 
may be said that it has two main branches: 


(a) Accountants in public practice, that is to say. 


those who hold themselves out as being qualified 
to undertake for clients who approach them, 
audit, accountancy, taxation, insolvency, inves- 
tigation, costings, and other work normally 
undertaken by the profession. 

(b) Accountants engaged in industrial, commercial, 
municipal and other organizations and in 
Government service, and in such capacities as 
financial controller, chief accountant, treasurer, 
internal auditor and many other positions 
involving responsibility for accounting and 
financial matters. 

One of the most noticeable developments in the 
profession in the last eighty years or so has been the 
absorption into the industrial branch of a large num- 
ber of accountants trained in the practising branch. 
The socialized industries and the trading activities of 
Government departments have also attracted a large 

„number of accountants in recent years. 


Status of the Profession 
I often wonder the point at which an occupation in 
life is entitled to give itself the dignity of being called 
a EE This has long been accepted in such 
callings as those of a doctor, a solicitor and a barrister. 
I suppose some of the qualifications required in 
the case of public accountants are: 


(a) A considerable amount of learning, consisting 
broadly of a good general education, a sound 
technical knowledge of the principles under- 
lying all the work of the profession and a 
working knowledge of the law which affects 
that work. 

(b) A minimum period of practical experience, 
under the guidance of a qualified practitioner in 
public accountancy. 

(c) The testing of competence by examination. 

(d) An understanding and observance of a code of 
professional ethics which enables clients, the 
public at large, and fellow practitioners, to rely 
on a qualified public accountant’s integrity and 
impartiality. Failure to observe the ethics of 
the profession involves the serious risk of being 
struck off the membership list. 

(e) A wide education in a broader sense than the 
vocational training and experience. 

(f) A realization that the service rendered is of 
greater importance than the financial reward 
obtained, though in the long run the latter is no 
doubt influenced by the former. 

(g) The personal attention of the practitioner to the 
affairs of his client. 

(h) A readiness to contribute knowledge, experience 
and skill towards the development of the pro- 
fession for the benefit of present and future 
practitioners. i 
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With the specialization required in modérn. busi- 
ness, however, and the need to cater for the customer 
first, certain of these tests might nowadays be held to 
apply to many industries which would not claim to be 
professions. I suggest, therefore, that the final test is 
as to whether the public accept the calling as a pro- 
fession. I hope this may now be claimed for qualified ` 
accountancy and the most recent proof of this is that 
your Society has been good enough to include this 
calling among your Cantor Lectures on training for 
the professions. 

I cannot help commenting that in the recent report 
of the Special Committee on Education for Com- 
merce, ‘a profession’ was defined as 

‘any body of persons, using a common technique, 
however meagre in content and however little related 
to fundamental study, who form an association one 
purpose of which is to test competence in the tech- 
nique by means of examinations’. : 

I should not myself regard this definition as satis- 
factory. - 

Qualities Required 

There is no mystery about the qualities required for 
a professional accountant. They are of the normal 
variety but perhaps required in some respects in 
rather a special degree. They include qualities such 
as integrity, ability, hard work, tact, common sense, 
balanced judgment, clear reasoning, together with 
ability to be concise and lucid both orally and in 
writing. 

I would like to allay the common fallacy that 
accountants must be mathematical wizards. Advanced 
mathematics are not necessary; but a sound under- 
standing of elementary mathematics is important. 

A word should probably be said about the desir- 
ability of taking a university degree before entering 
the profession. Personally, I do not think it neces- 
sarily follows that university graduates make the best 
accountants, nor does it follow that those who have 
taken an arts degree are any less fitted than those who 
took science or mathematics. Cértain of the univer- 
sities of England and Wales are collaborating with 
the accountancy profession on a specified form of 
degree which emphasizes accountancy, law and 
economics, and which eventually exempts from the 
professional Intermediate examination. 


The Student’s Training 
The first problem of the young man in deciding to go 
in for accountancy is to choose the office in which he . 
is to be trained. This is largely a matter of individual 


-preference and temperament, combined also with 


ability to find a suitable vacancy. For some, a com- 
paratively small office in London or the provinces 
may give better fundamental training; others may 
prefer to go direct to one of the larger firms straight 
away, and take a chance on making good and being 
entrusted early with responsible work. 
The chartered bodies are based entirely on the 
principle of articles, and in England and Wales the 
number of articled clerks is restricted to two per 
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principal. The other public accountancy bodies also 
have articles as one of their methods of training. 
It used to be the rule in certain offices for the 
_ principal to ask for a premium from his articled clerk. 
This practice has, however, disappeared to the extent 
-that it is now possible for any young man of proper 
suitability to obtain articles without premium. It is 
also now a common practice for a small salary to be 
paid to an articled clerk — as indeed it should be, for 
public accountancy has the advantage for both prin- 
cipal and clerk that the latter can be helpful from the 
start of his career. 


It is sometimes recommended that an intending ` 


student should spend a trial period in the office of his 
choice before actually entering into articles. This 
gives the prospective principal and the student a 
chance of judging whether they will get on together 
and also gives the student a chance of seeing what is 
involved in the career. It should, however, normally 
be borne in mind that the opening period in an 
accountant’s office is often dull, involving a consider- 
able amount of routine checking, additions, etc. 


Specialized Work 


On the other hand in the later years of a student’s 
training, the work becomes extremely interesting. He 
has the privilege of entering into the offices of his 
ptincipal’s clients and of obtaining insight into private 
affairs and industrial problems such as probably no 
other profession can give. This insight will include 
not only auditing and the judgment of men and affairs 
which this involves, but also specialized work such as 
costing, taxation, investigations, trusteeships, arbi- 
trations and even the control and management of 
business in cases such as liquidations and receiver- 
ships. It is a natural corollary to the right to such 
privileges that the student shall be of good type and 
acceptable to the client and able and bound to conduct 
his work under the bonds of strict confidence. He will, 
during this period, learn to understand the etiquette 
of his profession and the degree of discipline which is 
exercised by the governing bodies. 

It is clear that for such an office training to give full 
results, the student must be able and prepared to row 
in the boat with his seniors to the fullest extent. It is 
no good his thinking that he can spend so many days 
a week in the office and so many off for private study — 
the so-called ‘sandwich’ principle recommended by 
the Special Committee on Education for Commerce 
to which I have referred. The student is entitled to 
his time off for examinations, on which I shall later 
comment, but whilst he is in the office he must be 
available to complete the jobs on hand as required, 
generally under pressure of time, or he will obviously 
not fit into the picture. For these reasons, I person- 
ally — and I can speak for my Council in this respect — 
profoundly disagree with the proposals of the Special 
Committee so far as concerns my Institute. Not only 
do I think the ‘sandwich’ principle would not work, 
but I do not think the special training our students 
require, which involves a close correlation of practical 
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and theoretical work, can be provided in the stan- 
dardized form recommended by the Special Commit- 
tee, nor do I think there is any necessity to require 
that a young man may not start on his accountancy 
career until he is 18 years of age. One of the merits of 
our profession is that we can take in toys straight 
from school at 16 or 17 if they wish to come, and if 
their circumstances require that they should. They 
will have ample opportunity for broadening their 
knowledge and becoming good citizens as well as 


e becoming proficient in their specialized calling. 


Military Service 
Military service presents special problems and the 
decision whether to take it before or after entering 
upon the accountancy career is very much a matter of 


choice, depending upon the individual young man. I ` 


personally think that in this particular calling, pro- 
vided he is sufficiently mature, it is better that he 
should take his military service after leavir.g school or 
university, and before embarking upon accountancy. 
He will then the more easily be able to absorb the 


problems -ahead of him and when he has taken his «_ 
accountancy qualification, he can go straight into Vas 


whatever further branch of the calling he elects to 
follow. On the other hand, if his accountancy career 
has already been started he can normally obtain 
deferment of his military service till he has passed his 
examinations. 

The student should join his local students’ society. 
These exist in most large localities and. provide 
facilities not only for lectures and tuition for the pur- 
pose of assisting in the passing of examinetions, but 
also for debates ard other activities designed to 
broaden the basis of his citizenship. 


Training for Professions ; 
I was glad to hear Sir Godfrey Ince in his openin; 
address say that he thought it was right that the major 
part of the training for the professions should be done 


ro 


by the professions themselves. With this I fully agree . S 


and, in the case of-accountancy, I suggest that no case 
had been made for any part of the training to be done 
outside. 

I noted also Sir Godfrey’s comment that he thought 
the period of many apprenticeships is unduly long, 
though in this remark I think he was referring to 
technical training in industry, particularly of the 
type given in Government Training Centres. So far 
as the professions are concerned, he thought they were 
fully alive to the necessity of modifying their arrange- 
ments to meet the changed circumstances of the times. 
The accountancy bodies have given much thought to 


this problem over recent years and it is now generally ` 


agreed that the minimum amount of time for training 
desirable in a practising accountant’s office is thirty 
months. The normal period under articles is five 
years (three years in the case of graduates) and some 
of the accountancy bodies referred to above require, 
for non-articled students, an even longer period. I 
should be very sorry to see any of these curtailed. 


we 
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The Examinations 


, These are normally an Intermediate taken half-way ` 


‘through the period of service, and a Finał examina- 
tion, though in some cases the Finalis taken in two parts. 
The subjects to be taken include book-keeping and 
accounting, auditing, law (certain specified subjects 
such as company and commercial law), executorship, 
liquidations and receiverships, arbitration, costing, 
and general commercial and financial knowledge — 
and in some cases statistics and economics. These 
examinations are designed to test both factual know- 
‘ledge and practical experience. 
It is clear that for many of the above subjects it is 
‘only possible to find examiners and moderators who 
are themselves actively engaged in accountancy. The 
setting and marking of the papers, except in matters 
such as law, can only be undertaken by a qualified 
accountant himself, particularly if the emphasis on 
practical experience is to be retained. | 
I do not, however, for a moment suggest that the 
{whole field of theoretical knowledge required for 
passing the examination can be found from the prac- 
ical work encountered during the student’s period in 


is office. This theoretical training is very largely ~ 


plied by a small number of recognized tutors who 
Seve their instruction mainly through correspondence 
“courses and evening lectures. I wish to state frankly 
that this involves the student in a good deal of work 
outside office hours and there is naturally continual 
pressure from the students for more time off for 
theoretical work in preparation for their examinations. 
A balance has to be drawn between these conflicting 
demands on the students’ time and I am sure that the 
decisions taken have been in the interests of the 
students, not only from the immediate point of view 
of taking their examinations but also from the long- 
ben point of view, having in mind their future 
‘careers and the general broadening of their experience. 


Time off from the Office 


To meet the immediate problems of examinations, 
“my own view is that each student should be given a 
substantial period of time off from the office before 
each examination, up to six weeks before the Inter- 
mediate and up to eight weeks before the Final, apart 
from time required throughout the period of articles 
for attending lectures etc. This is, however, a matter 
where individual consideration is essential and in a 
few cases longer periods may be warranted. There are 
also, in some cases, facilities for students to spend a 
limited period of their service either abroad on the 
work of their principal, or in commerce under suitable 
supervision. It may be noted in passing that the con~ 
cessions given to war-time candidates particularly in 
‘exemption from the Intermediate examination and 
reduction in the period of training have not in the 
result always proved to be to the advantage of the 
student, even for the passing of his Final. 

I have stressed the above conflict between practical 
and theoretic study because it is at the root of our 
problem. I do not for a moment infer that there may 
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not be individual students who could take their 
examinations in a much shorter period than laid down 


‘and some could do so. very largely from books and 


without much practical experience. I do, however, 
suggest that these individuals are the exception and 
that even in their case — and there were such cases as 
a result of war concessions — they were not fully com- 
petent when through their examinations, to call them- 
selves qualified accountants. They would probably be 
the first to admit this. This fact is merely a recogni- 
tion of the limitation of examinations as a final test of 
competency and it would, in my view, be a mistake 
further to extend that limitation. On the other hand, 


the problem is constantly in the minds of the govern- 


ing bodies of the profession and the details of this 
system are continually under review, having in mind 
the interests of the student and the standards of the 
profession. It is, of course, natural that the student’s 
mind during service should be concentrated on the 
passing of his examinations, as though they were an 
end in themselves. The governing bodies naturally 
have to look further ahead. 


Pass Lists 


A word should perhaps be said about the pass lists of 
the examinations. In this, I can, of course, only speak 
for my own Institute, though I am sure what I say is 
common to us all. The proportion of successful can- 
didates at any particular examination has in recent 
years been lower than normal, but this, we feel, is due 
to special circumstances, in particular, the legacy of 
the war with the difficulties of study encountered in 
taking examinations at an older age than desirable, 
and possibly whilst married. Many failures try again 
and again with the result that their numbers swell 
the failure percentage. It must also be admitted that 
a certain number of young men have been.induced to 
enter the accountancy profession — and no doubt the 
same applies to other callings ~ who were not fully 
fitted for it but who were attracted by the ‘further 
education’ grants of the Government. I say this in no 
sense as criticizing that well-intentioned scheme, but 
as one of its natural consequences. The number of 
students who pass the examination at their first 
attempt is much higher than the published pass lists 
would indicate. 

In no instance, so far as I am aware, have the 


; examinations ever been on a competitive basis, namely 


with intent to keep the membership of the different 
bodies at preconceived figures. 


Post-examination Problems 

It will be clear from what I have said that after his 
Final examination, even if the student decides that . 
his future is to be in commerce or industry, he would 
be well advised to stay for two or three years in a pro- 
fessional office. He will there gain experience in a 
more responsible position than was possible to him 
during his examination period. This is specially true 
in the case of wartime students. 

When that stage is passed, the qualified man will 
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then make his choice. According to his circumstances 
he will be influenced as to whether to take.the long 
view or the short view. Taking the latter alone, he will 
probably find that the remuneration offered in indus- 
try is more attractive than that which he could get in 
the professional field. If free to make his choice, how- 
ever, he will be influenced by other considerations 
also, such as whether he prefers a professional career 
and dealing with the affairs of others, or whether he 
would rather feel that he was more closely in touch 
with industrial production and with material things. 
He will consider the relative advantages of hoping to 
‘bë a principal on his own or being an officer, however 
exalted, in industry or government. 

He will also largely have in mind the differing tax 
and pension considerations which apply as between 
professions and industry. 

Whether the young qualified accountant stays in 
the profession or goes into industry, he can in either 
of those spheres, if he wishes, decide to specialize. I 
have in mind not so much specialization in the pro- 
fessional sphere on taxation, trust work, etc., as 
specialization in costing and in management. 

These two are vast subjects and they are, of course, 
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touched upon in the normal training and examination 


` of a professional accountant. It would, however, be, 


idle to pretend that the syllabus of the professional ` 
bodies could be extended to cover fully training and 
examination in them. There just would not be time 
for students to absorb all that would be required, in 
addition to the fundamental subjects to which I have 
referred. 

I say this because J am very conscious that the pro- 
fessional accountant must keep abreast of the require- 
ments of industry in matters such as management, 
costing, financial forecasting, etc. My own view, 
however, is that although the rudiments of these sub- 
jects are learned during the period of training of the 
professional accountant, if he wishes to make them his 
main job in life he should specialize in them after 
taking his ordinary accountancy qualification. He will 
then find it comparatively simple to build on the 
foundation which he has already acquired. 

Whether he finally decides to stay in public accoun- 
tancy or to specialize in some particular branch of it, 
or to go out into commerce, he will understand the 
advantages as well as the limitations of accountancy 
and this will stand him in good stead. 


WEEKLY NOTES 


Dividend Confusion 


The White Papert on dividend control which we 
discussed in a leading article last week has already 
received one correction. The minimum limit of 
£10,000 which applies to an ‘existing company’, 
i.e. to a company which, before July 27th, 1951, had 
completed two accounting periods for which final 
dividends had been declared, is also to apply to new 
companies, in addition to the 7 per cent limit. This 
is announced in a letter sent by Sir Wilfred Eady, 
G.C.M.G., K.C.B., K.B.E., to Mr J. H. Keeling, the 
chairman of the Issuing Houses Association. The 
letter was in reply to an inquiry by Mr Keeling on 
another aspect of the White Paper. He wanted to 
know whether companies which had issued additional 
ordinary shares for cash in the last two years were 
entitled to take these additional ordinary shares 
into account in computing their maximum dividend. 
Sir Wilfred confirmed that they were. He did not 
qualify this statement by any reference to the date 
at which the new shares are issued, but according 
to the White Paper, new capital is to be proportion- 
ately reduced for the purpose of dividend limitation 
if it was not in fact available for dividend throughout 
the accounting period in question. He did stress 
that it was only the nominal amount of the shares 
which was to be taken into account. Share premiums, 
although for most purposes they are the same as 
ordinary share capital, are disregarded for dividend 
control purposes. Sir Wilfred prefaced his letter 
with a warning that the Treasury could not forecast 
the effect of the legislation in the form in which it 
1HM.S.O. Cmd. 8318. 3d net. 


would reach the Statute Book, what it could do at ` 


this stage was to indicate the inferences which could 
reasonably be drawn from the White Paper. Presum- 
ably the point about the £10,000 limit is an exception 
to this, for it could not be said to be a reasonable . 


ý 


inference from the White Paper in its present form.. - 


Retirement Benefits and Taxation 
One of the bodies which have submitted evidence 


to the Millard Tucker Committee on the Taxation `i 
of Retirement Benefits is the Association of Super-- = 


annuation and Pension Funds. Its evidence is con-- 
fined to pension schemes for which relieving pro- 
visions already apply, leaving the special problems’ 
of the self-employed and controlling directors to 
other witnesses, although it expresses itself to be in 
complete agreement with the general principle 
involved in their case. The Association recommends 
that not merely ordinary annual contributions to 
an approved fund be allowed, but also all contribu- 
tions within reasonable limits, the allowance for 
lump sum contributions being either allowed in the 
year of payment cr reasonably spread over a number 
of years. It suggests that full tax relief be given on 
contributions to ar. approved fund up to 15 per 
cent of the contritutor’s salary provided that the 
maximum pension cannot exceed two-thirds of the 
highest salary, or £400, whichever is the greater. 
Lump sum payments on retirement should be 
allowed in pension schemes, not exceeding, say, {500 
or one-quarter of the value of the whole retirement 
benefit, whichever is the less. The recipient would 
pay tax on this, nct at the standard rate but either 
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at a quarter of it or at a special rate to be determined 

__ by a formula designed to avoid too heavy a burden. 
~* The Association points out an anomaly under which 
compulsory contributions to a widows’ and orphans’ 
scheme rank for relief under the life assurance relief 
provisions, normally at one-half the standard rate, 
while merely voluntary contributions to an approved 
fund may rank as a deduction from assessed income. 

Annuities arising on the death of a contributor 
should not be aggregated with his estate for the 
purpose of computing the rate of estate duty. Pro- 

~ posals are made for the modification of P.A.Y.E. 
“xarrangements in the case of contributors and pen- 
sioners, and the Association would also like to see 
the issue of guidance notes by the Inland Revenue 
on their practice in interpreting the various pro- 
visions which grant relief. It suggests that the issue 
or amendment of such notes be preceded by con- 
sultation with interested bodies. Finally the Associa- 
tion urges that changes should not be retrospective 
~~ nor prejudice existing beneficiaries of retiremen 
schemes. : 
F.B.I. on Dividend Control 
go strong words as ‘negative’ and ‘irresponsible’ 
are used in a statement issued last week by the 
Federation of British Industries on the limitation of 
dividends as proposed by the Government. The 
Federation is not given to expressing itself usually in 
such trenchant terms, so it can be taken that its council 
- and directorate feel particularly strongly on the 
matter. 
_ The Federation considers that dividend limitation 
is an effort to deal only with a few symptoms of the 
` disease. The disease is the sustained pressure on the 
suppl of goods, a pressure zhat cannot be absorbed 
=: owing to the conflicting claims of exports, defence, 
: mand the home market. This inflationary pressure, the 
Statement goes on to say, is working itself out by 
įr: putting an intolerable strain on the country’s balance 
“tof payments position and by raising prices in the 
“home market. Higher production and lower con- 
* „sumption provide the only remedy in the opinion of 
the Federation. 

It is also concerned by the effect of the 
Government’s present prescription on the flow of 
capital to industry and by the size of profits after 
taxation which have to make a major contribution 
towards financing industry. 





German and Dutch E.P.U. Quotas 


Last week-end, following discussions at Ministerial 
level within O.E.E.C., the German and Dutch quotas 
under the European Payments Union scheme were 
increased substantially. Both these countries had 
wbeen running very large deficits earlier in the year. 
The German position has caused most concern at 
O.E.E.C., and there has, in fact, been a noticeable 
improvement in that country’s external position in 
the last few months. The Dutch have been running a 
large adverse balance with the Belgians, who corre- 
spondingly have accumulated a large E.P.U. credit. 
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The danger was that in both cases, unless some steps 
were taken to extend the line of credit, the time might 
come when the two countries might have to settle 
their international balances 100 per cent in gold — an 
eventuality which E.P.U. with its complicated system 
of graduated credit and gold quotas was intended to 
mitigate. 


Controlling Spending of Public Funds 


The fourth report of the Committee on Public 
Accounts (H.M. Stationery Office, 1s 3¢), which was 
issued last week, raises some important points on the 
general control of the expenditure of public funds. 
The Committee agrees broadly with the contention 
of the Treasury that the present division of responsi- 
bility between itself and accounting officers in other 
departments in the matter of surveillance of expendi- 
ture is sound. They are less sure that there is not 
scope for improvement in the method of control. 

The present system of control, which was devised 
and subsequently modified from time to time, was 
set up for controlling expenditure of Government 
departments where the Treasury can exercise a fairly 
close scrutiny of estimates and expenditure, where 
there is direct Ministerial responsibility, and where 
the usual Government system of a vote or subvention 
is in operation. The system was not devised for 
nationalized industries or for trading by State- 
sponsored. undertakings. 

Chapter and verse are given by the Committee in 
their report, where they call attention to the growth 
of administrative overheads in the hospital service 
and to some rather remarkable business propositions . 
launched by the Colonial Development Corporation. 

It is quite clear from the report that some State 
trading organizations and the operation of many 
kinds of State-owned undertakings would benefit 
greatly from an improvement of the quality — not the 
quantity — of control, and that much of that quality 
could be imparted by using well-tried commercial 
accounting techniques. DE 


Activity in Shipbuilding 
A new record was set up in the shipbuilding yards in 
the second quarter of this year when tonnage on the 
order books stood at 5% million gross tons. Some 
two-thirds of this impressive accumulation of business 
has still to be laid down and about one-third of it is 
for export. 

Something like 58 per cent of orders is represented 
by tankers, a specialized form of tonnage which more 
than anything else has helped to keep the yards 
generally prosperous over the last few years. There is 
now evidence, however, that a better balance is being 
obtained for there is a noticeable recovery in orders 
for cargo vessels. Some of this change has been due, 
no doubt, to economies and improvements at the yards 
which have brought lower costs, and a better use of 
manpower (on the other hand, fixed contracts have 
now been abandoned which enables shipbuilders 
to pass rising costs on to the shipping lines). 
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FINANCE AND COMMERCE 


Having survived the worst of the immediate reaction 
to the Government’s dividend limitation proposals, 
stock markets have become idle and thin. This state 
of affairs must be expected to continue until the un- 
certainty over dividend limitation is removed and 
until it becomes possible to take a decided view on 
future prospects. 


Opportunity Knocked 

What a terrific thrill there was thirty years ago in 
making a wireless receiver! From crystal-catwhisker- 
phone to one-valve amplifier and multi-valved 
ganged-condenser sets, the devotee went on, his 
enthusiasm fanned by the several weekly journals that 
with constantly better and better circuits kept up 
the fever of the amateur constructor. 

Mr E. Kirkham Cole quickly turned professional. 
He found that with his wife’s assistance, he could 
make, and sell for £6 10s, small two-valve sets with 
batteries and headphones, and average six sets a week. 
Batteries were a bother. How much better the 
‘Ekeo’ eliminator which gave ‘H.T.’ and ‘L.T.’ from 
the electric mains. From that point was built the 
organization whose Silver Jubilee accounts are re- 
printed this week. The present company was formed 
in 1926 with a capital of £2,500. Assets now exceed 
£3} million. 

One might say that the company has been fortunate. 
Much money has been lost as well as made in the 
radio industry. But as in most spheres of life, good 
fortune has to be earned. So much depends on how 
one accepts the opportunity to earn it. 


Sale Difficulties 
One sometimes sees in the Press an announcement by 
the board of a company that negotiations have taken 
place for the sale of the business in whole or part. 
Weeks pass without further news and there is a 
tendency to blame the directors for not producing 
something out of the hat. 

The experience of the board of Wilkes Berger 
Engineering Co Ltd, however, shows what slip there 
can be ’twixt cup and lip. In this case, negotiations 
for the sale of a subsidiary, opened in mid-1950, 
finally proved abortive at the end of the year. ‘At no 
time during these negotiations,’ states Mr M. M. 
Berger, the chairman, ‘had we any reason to believe 
that the. purchasers were not of substance and in 
earnest.’ Satisfactory references were obtained and the 
board were referred to ‘eminent legal and accountancy 
advisers’ who were acting on the intending purchasers’ 
behalf. The point was reached where the directors 
submitted a draft purchase and sale agreement based 
on previously agreed terms but after considerable 
delay it became evident that they were unable to 
complete the agreement. 

This experience unfortunately involved the sub- 
sidiary in a trading loss of £13,803 which could have 
been avoided, it is stated, had not the directors 


> 
maintained the organization, at the prospective pur- 
chaser’s specific request, at a higher level than would 
otherwise have been necessary. 


Tanning Profits 


The effect of inflation on the leather industry is seen 
in the accounts to March 31st last presented by 
William Walker & Sons Ltd. Group trading profit 
before taxation, depreciation, etc., is up from c 
£576,073 to £935,657, but almost the whole of this 
increase, the chairman, Mr Roger Walker, emphasises, `> 
is a replacement margin and not a trading profit. 
Yet it is the figure, he adds, on which taxation is 
based. Consequently, the directors feel it wise to keep ` 
the distribution on the ordinary capital at 10 per cent. 

Tanning is a long process, Mr Walker points out, 
and the majority of hides have to be imported so that 
many months elapse from the purchase of hides to the . 
sale of the leather. At the date of the accounts, there 
were commitments outstanding for hides, skins and 
tanning materials not yet received totalling £829,502 
As the liability, due to today’s price levels is a heavy 
one — it makes up a quarter of the balance sheet total — ; 
the directors have been advised by the company’s ~ 
accountants to bring the figure into the balance sheet. 
The item is placed under sundry creditors and on the 
other side, stock-in-trade is up from {1,120,312 to ` 
£2,276,069. 
Leather Pricing SS 
Mr Walker urges upon shareholders the need’ to’. 
realize ‘the fundamental significance and the effect of . ` 
the world-wide necessity in our trade to price one’s.. 
leather in relation to the price of hides at the time ‘th 
leather is to be sold’. If the prices obtained by selling. 
goods are not sufficient to replace those same goods; 
he says, then no matter what a firm’s books may sho 
at the end of the year, there is, in fact, a capital’ los 

By selling on a replacement basis on a rising market, "` 
as was the experience during the year under review, _ 4 
Mr Walker continues, profits are inflated, while on’... 
falling market, prefits are deflated. Taxation of (he 
enhanced margins, he says, takes working capital ` 
away from industry. M 

Mr Wa.ker comments that in America, Germany 
and certain other countries, stock is regarded as . 
working capital, the valuation of which is on a fixed ~- 
basis. As it is, the auditors, be says, have advised. 
the board to provide the very substantial sum of some 
£504,000 for taxation which the accounts show to 
consist of £378,657 for income-tax and £125,500 for 
profits tax. 








Money Market 
Applications for Treasury bills on August D. 
totalled £365,630,000, an increase of £23 million on 
the previous week, with the result that the markets ` 
allocation of bills was reduced from 53 to 50 per cent 
of requirements. The average rate was 10s 2-56d per 
cent. This week’s offer is increased to £260 million. 
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E. K. COLE LIMITED 
Balance Sheet as at March 3lst, 1951 
A ; 5 6 
A zs Z ze a Saz 
T “g om ote Ka sls 
z 2 eh afo 288 age Zp 
March 31st, Capital: S SZ March 31st, EQ Seil Zë spg 
1950 < ER 1950 Fixed Assets: OES dë fa avo 
£ £ £ £ £ £ £ E 
e 5} per cent First Cumulative Preference Freehold Land and 
Stock Units of £I each .. Sé .. 250,000 250,000 185,940 Buildings .. .. 285,864 25,927 112,652 199,139 
7 per cent Cumulative Participating Pre- Plant, Machinery and 
ferred Ordinary Stock Units of £l each.. 200,000 184,480 430,062 Motor Vehicles .. 424,348 36,9$2cr. 275,290 112,146 
Ordinary Stock Units of 5s each .. .. 450,000 202,064 Furniture, Fixtures 
— ——— 12,381 and Fittings .. 91,024 2,225 78,140 15,109 
636,544 £900,000 636,544 — 
328,383 £801,236 £8,760cr. £466,082 326,394 
Revenue Reserves: 
400, General Reserve .. š . 500,000 . 
40,194 Reserve for epes ws -. 43,258 l Patents, Goodwill and Trade Marks | 
— Reserve against Overseas Investments.. 30,000 o. 
~ Reserve for Employees’ Supplementary Subsidiary Companies: 
Pensions .. a es we 40,000 230,073 Investments at Cost .. de R 10,100 
162,863 ` Profit and Less Account .. sé .. 129,043 $ 
GA 742,301 Trade Investments at Cost less amounts 
1,239,601 1,378,845 13,50! written off CG 167,590 
42 per cent Unsecuren Loan Stock, 
— 1956-1960 D os ats 400,000 571,958 504,085 
Future Taxation, Schedule D, Payable 
S 85,000 January Ist, 1952 . is x 200,000 
53,058 Sundry Provisions a a e 53,555 Current Assets: 
ee Stock and Work in Progress, as Valued 
1,377,659 S by the Company's Officials, less 
Current Liabilities: 839,933 Progress Payments .. We 1,068,674 
Amounts Owing Py Subsidlàry cem: 
Creditors and Accrued Expenses, iess. 
925,740 Provision for Discounts Ss 1,052,240 306,710 i panies . e : 1,021 
Ge ebtors, less CHEN or Doubtful 
mae eon erer schedula D, and 193,547 735,591. Debts and Discounts <a. 1,119,881 
62,229 Bank Overdraft . Së 50,763 Balance at Bankers and Cash in Hand .. 603,344 
16,380 Proposed Final Dividends, lessIncome Tax 18,818 LLES 1,932,997 me 2,792,920 
1,127,296 
——— ERIC K. COLE 
Directors. 
E. B. WILLCOCKS 
: £2,504,955 £3,297,005 
ae 
* . -` Theaggregate amount of Contracts for Capital Expenditure not provided 
` for is estimated to be £62,000. isin asad 
. There ts a Contingent Liability in respect of Outstanding Rentals on £2,504,955 £3,297,005 
_ Hire Purchase Agreements. 
Dr. Profit and Loss Account for the year ended March 31st, 195! Cr. 
1950 1950 
£ £ £ £ £ £ 
22,416 Directors’ Emoluments Including £3,000 fees 28,069 Profit on Trading before charging Depreciation 
- 2,000 Director’s Pension = a 2,000 308,263 etc., as set out opposite oe oe 535,055 
12,117 Employees’ Pension and Life EE Scheme 21,722 8,350 Capital Profit on Sale S Fixed Assets 3,064 
Less Amount Transferred to Reserve for 
40,632 Depreciation ais ite P Si Së 43,011 8,350 Contingencies... fà ia WEEN Ki 
1,575 Audit Fee and Expenses d ` ie 1,57: 
2,769 Amount Written off Trade investiet e — Amount Provided in Previous Accounts not 
— interest on 42 per cent Loan Stock .. z 8,901 ` z now Required .. Zë Es H ++ 30,000 
Go Less Amount Transferred to Pereme against 
Expenses on Issue of Lozn Stock ak yá 8,000 Overseas Investments CS S . 30,000 
_ Discount on Issue of Lozn Stock d 6,000 H 
Taxation: 
Profits Tax, based on the profes as shown by 
47,000 these accounts we i .. 65,000 
85,000 income Tax, Schedule D, 1951-52 a .. 200,000 
265,000 
94,754 Balance being Net Profit carrled down oe 150,777 
£308,263 £535,055 £308,263 £535,055 
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E. K. COLE LIMITED 











Dr. Appropriation Account for the year ended March 3lst, 1951 
1950 1950 
£ £ D £ 
54 per cent First Preference Dividend for 12 Balance, being Net Profit brought down from 
Months to February Ist, 1951, less Income 94,754 Profit and Loss Account 
. 7,563 Tax H 7,563 Balance, brought forward from Previous 
7 per cent Preferred Ordinary Dividend for 158,045 Accounts ex SS vg fe 
12 Months te Februèry Jats 195}, less Income 
7,102 Taa p sie oe 7,102 
Interim Dividend of 10 per cent on Ordinary 
8,891 Stock, less Income Tax - .. Sé 1,14 
23,556 25,779 


Proposed Dividends: 
Final Dividend of I5 per cent on Ee 





13,336 > Stock, less Income Tax ` 15,912 

Participating Dividend of 3 per cent on 

3,044 Preferred Ordinary Stock, less Income Tax 2,906 o A 

8, 

50,000 Transfer to General Reserve .. Si ais 100,000 
Transfer to Reserve for Employee’s Supple- 

— mentary Pensions Së 40,000 

162,863 Balance as shown by the Balance Sheet sei 129,043 

£252,799 £313,640 £252,799 





Consolidated Balance Sheet as at March 31st, 1951 














e 
Ki 7 9 
5 a. D oa g 3 
2 ER Wi BA 5 sk 
March 3! st, g ES March 3/st, $ SR Sei fo 
i950 Capital of E. K. Cole Ltd: < ERR 1950 Fixed Assets: OEL ese LO 
£ É £ £ £ £ D 
54 per cent First Cumulative Preference Freehold Land and 
Stock Units of £! each .. 250,000 250,000 197,611 Buildings .. +» 285,864 25,927 112,652 
7 per cent Cumulative Participating Pre- Pant, Machinery and 
ferred Ordinary Stock Units of Cl each 200,000 184,480 194,477 Motor Vehicles .. 426,324 36,912cr, 276,589 
Ordinary Stock Units of Ss each .. 450,000 202,064 Furniture, “fxtures i 
—— m 15,200 and Fittings .. 91,360 2,225 78,284 
636,544 £900,000 636,544 —_—_ 
en 407,288 £803,548 £8,760cr. £467,525 
7,320 Excess Profits Tax Post-war Refund .. _ 
Revenue Reserves: Patents, Goodwill and T 
400,000 General Reserve .. e ša +. 500,000 I fE kK. Cole led > i he 
40,194 Reserve for Contingencles go se. 43,258 
— Reserve Against Overseas Investments .. 30,000 Grieg aer? or States i Subsidies 
Reserve for Employees’ Supplementary e SEN EUR at date 
ae Ponsionce fo hee 40,000 115,005 of acquisition «2 0 6. wee 
220,456 Profit and Loss Account .. . +» 130,444 Trade Investments at cost less amounts 
` ` —— 743,702 18,501 wt tren off Sé Sa ae Sc 
1,304,514 1,380,246 
4} per cent Unsecured Loan Stock 540,795 
keng 1956-1960 .. wy a oe we 400,000 
Fut Taxation, Schedule D, H Current Assets: 
MEU ES | paxatlons: -schcewe Paroa: © Stocks and Work In Progress, as Valued 
86,005 January Ist, 1952 .. SR o 204,002 haps by anes Companies’ Officials, less Pro- l 
+ = (555 221, gress Payments . . 1,077,487 
53,058 Sundry Provisions ue Vë 53,55: Debtors, les Proviston for Doubeful 
` 1,443,577 921,708 Debts and Discounts a5 -» 4,§31,270 
Current Liabilities: 52,060 Balances at Barkers and Cash In Hand 604,01 | 
Creditors and Accrued Expenses, less 2,195,043 
1,071,349 Provision for Discounts D 1,060,924 enee 
Taxation ~- Income Tax, Schedule D, and 
142,304 Profits Tax outstanding eg s. 194,577 7 
62,228 Bank Overdraft .. — 3 
Proposed Final Dividends Payable by . 
16,380 EK Cole Led, less income Tax .. 18,818 
Ge —— 1,274,319 
1,292,261 
£2,735,838 £3,312,122 








The aggregate amount of Contracts for Capital Expenditure not 
provided for is estimated to be £62,000. 


` There ts a Contingent Liability in respect of Outstanding Rentals on £2,735,838 
Hire Purchase Agreements. 





(50,777 
162,863 


£313,640 


Balance at 
™ Cost less 
Depreciation 


199,139 
112,823 


15,30) ` 
327,263 7 





-4,500 





167.590 


499,354 


2,812,768 


£3,312,122 
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' | ° (CORRESPONDENCE ` 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Accountants’ Certificates 
Sir, — I refer to the letter from Mr Stafford Honey 
on the above matter which appeared in your issue of 
July 28th, 1951. 
It seems likely that your correspondent refers to a 
certificate on a form relating to an ‘application for an 
¢ allocation of starch and/or dextrine for non-food 
" industrial use’. If this is so, I am able to state that I 
am informed by the Ministry of Food that the cer- 
— tificate may be dispensed with provided that the 
` form is signed by a responsible officer of the company 
‘making application for the allocation. 


- . The Council of this Institute is of opinion that, 


where an auditor is asked to sign a certificate and it 
is quite impracticable for him to do so for technical 
or other reasons, representations should be made by 
his clients through the appropriate trade association 
for the certificate in question to be withdrawn or 
‘modified. In certain circumstances it may also be 
desirable for the auditor to alter the wording of a 
certificate in order that he may be in a position to 
sign it. 
` Yours faithfully, 
ALAN S. MacIVER, Secretary, 
THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES. 
- London, EC2. 


Pension Schemes 


Sir, — The answer to ‘Underdone’s’ letter - published 
vrin your issue of June 30th last — depends largely on 
3 the scale and measure of the pension. The scheme may 
7 be funded privately, computed, say, at one month’s 
** salary for each year of sérvice, commutable in part 

oh retirement for a capital sum and a subsequént 

proportionately reduced pension, or, say, on an 
annuity basis. 

‘The latter provides an easy comparison with án 
insured scheme based on without-profit-endowment 
assurance. The basis of both calculations is the 


expectation of life of the individual, divided into two ` 


eras, (1) up to retirement, for computing the annual 
provision of the sum required at that stage of retire- 
ment (fifteen: years, twenty years, etc.); (2) after 
retirement, for computing the annual expending of 
the sum provided. This can most easily be done by 
periodic actuarial valuation, the pension fund being 
adjusted annually to agree with the total liability as 

_, Shown by the valuation. A 

” The root of the comparison, however, is that a 
private ‘fund’ either retains the capital in the business, 
merely reserving suitably out of profits, or is a fund 
proper, equalling a holding of investments, on which 
interest is gained. Without-profit-endowment 
assurance, on the other hand, is in effect paying an 
insurance concern to take the risk of the pension 


liability proving gréater than the instalments received; 
it earns no interest and takes the moneys involved 
out of the business. ` 

There is no element of fantasy in an actuarial 
valuation, but the comparative costs of the two 
methods suggested may easily be obtained by applying 
the above principles to the facts, viz. the cost of the 
endowment assurance as compared with the same 
cost less either (a) the annual rate of profit earned by 
the business and apportioned to that sum, or (b) a 
stable investment yield obtainable on such a sum. 
Yours faithfully, 

J. S. THWAITES. 


Sales Records 


Sm, — The article ‘A sales record study: the Sale of 
Goods Act, 1893, and the auditor’, by Mr Fredk. A. 
Roberts, A.s.A.A., published in your issue of May 26th, 
1951, was without question a most lucid and interest- 
ing paper on the manner in which sales should be 
accounted for to comply with the provisions of the 
Sale of Goods Act, 1893. 

There is a corollary to the recording of sales upon 
which Mr Roberts’ opinion is solicited. What treat- 
ment should be given by the customer to expenditure 
incurred before the end of the accounting period in 
acquiring machinery purchased abroad for capital 
additions, the supplier having received the sales-price 
Lob, port of shipment? The packing, ocean freight 
and insurance to be recovered later by the seller from 
the customer, the goods not having been actually 
embarked by the supplier for shipment prior to the 
close of the financial year. 

Under the provisions of the new Finance Act, the 
initial allowance of 40 per cent for income-tax pur- 
poses is.suppressed. Should such a transaction as 
visualized above occur during the present income- 
tax period, the purchaser would in most cases prefer 
to take up the expenditure as an addition to the plant 
account and not as a prepayment. 

Your obedient servant, 


` Colombo, Ceylon. 


[Mr Fredk. A. Roberts, a.s.a.a., writes: At thé 
close of the accounting period of the purchaser, 
the legal property in the machinery remained ‘in 
the supplier because the goods had not been placed 
on board by him: therefore it would be quite wrong 
to include it as an addition to machinery. The pur- 
chaser should treat the payment for the machinery 
under a balance sheet caption such as ‘payment in 
respect of machinery to be supplied after date’. 

There is little doubt that not infrequently payments 
of thé character to which your correspondent refers 
are debited to the personal account of the supplier in 
the bought ledger and resultantly included under the 
heading of ‘debtors’ in the balance sheet. 
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The receipt of sums by a party in respect of goods 
to be supplied by him does not bring him into debtor 
relationship with his customer: the customer has no 
right of repayment unless and until the supplier is in 
breach of contract. Under no circumstances should 
the amount of this type of payment be included under 
‘debtors’: to include it is to ignore the legal position 
and to misrepresent the liquid position of the concern. 

In examining the taxation position the question of 
initial allowance is governed by Section 15 (1), Part IJ, 
Income Tax Act, 1945, which reads: 

‘Where, on or after the appointed day, a person 
carrying on a trade incurs capital expenditure on the 
provision of machinery or plant for the purposes of 
the trade, there shall be made to him, for the year 
of assessment in the basis period for which the 
expenditure is incurred, an initial allowance. .. > 
It is clearly the incurring of the expenditure which 

creates the right to claim an initial allowance. 

Section 64 (2), Part VIII, Income Tax Act, 1945, 
is in these terms: 

‘Any reference in this Act to the date on which 
expenditure is incurred shall be construed as a 
reference to the date when the sums in question 
become payable.’ 

Your correspondent can therefore claim an initial 
allowance in the year immediately following that of 
the basis year in which the amount paid to the supplier 
became payable. One may, of course, meet the case 
in which an amount paid in one year became payable 
in a previous year. 

As to the annual allowance, Section 16 (1), Part II; 
Income Tax Act, 1945, requires that the machinery 
must be in use. While the machinery remained in the 
possession of the supplier abroad it was certainly not 
in use by the purchaser. 

The circumstances stated by your correspondent 
exemplify that the right to an initial allowance may 
accrue to the taxpayer before the right to an annual 
allowance: moreover, that there may be a right in the 
taxpayer — as there is in this case ~ to claim an initial 
allowance in respect of machinery and plant before 
the legal ownership in it passes under the contract 
of sale to the purchaser:] 


; Never a Mother 

Sir, ~ Thanks are due for your leading article in your 
issue dated July 28th last entitled “The Royal 
Commission’. 

You are startled by the fact that the issue of six 
family allowance books can constitute a clerk’s whole 
working day. You are surprised to Dud the Inland 


Revenue devoted and anxious in regard to matters. 


which might have been expected to be outside its 
province. 

May I remind you that devotion and anxiety are 
sensations which many a mother knows, as she 
protects her teeming family from the perils of full 
production? In my opinion, your leading article 
- practically proves that you have never been a mother. 

Yours faithfully, 
Bromley, Kent. B. KENNETH FLETCHER. 
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‘Wet Water’ 


Sm, — I would not normally venture to take part in a = 


discussion on ‘cast’, for it is a subject that can be full 
of pitfalls for the unwary. 

May I, however, add my mite to the knowledge for 
which all good accountants thirst, by assuring Mr 
H A. Briscoe (issue July 28th) that the expression 
‘wet water’ is a fairly common phrase, especially in 
circles connected with fire-fighting? It is used to 
indicate water to which a chemical agent has been 
added so that it wets more thoroughly. A duck floats 
only with difficulty in wet water. 5 


May I sugges: that perhaps ‘historical cost’ may ~*~ 


have an accepted meaning amongst those accountants 
who prefer to us2 the phrase? 
Yours faithfully, 

J. R. HARKER, F.c.a. Secretary, 


London, EC4. Fire PROTECTION ASSOCIATION. 


Bakers: Profit Percentages 


Sir, — Could any readers supply me with gross and 
net profit percentages of bakers? The figures required 


for gross profit are sales less materials only (no wages), “€. 


and the net profit, arrived at after charging all 
expenses (including depreciation, proprietor’s re- 
muneration on a commercial basis, and interest at 
5 per cent on capital employed except as far as 
represented by goodwill). 
The particular type of business in mind is that of 
a country baker, turnover £10,000 to £15,000 per 
annum, where practically all sales are by motor 
delivery, counter -rade being negligible. 
Yours faithfully, 
E. A.C. A. 


The Qualified Accountant in Industry: ` AN 


A Suggested Supplementary Course 


Sir, — I should liks to support Mr Rose’s plea (in 
the correspondence columns of July 21st issue) for 
adding a specialized course in industrial accountancy ` 
to the training of professional accountants who intend 
to take up a career in industry. 

Interest in the uses of accounting for management 
has been stimulatec by the recent report and lecture 
tour of the team who visited the U.S.A., to study 
American methods, and many industrial accountants 
are beginning to realize that they should be giving 
better service to management. Unfortunately, many 
of them find it difficult to change their existing 
methods because they have not had the experience 
of producing monthly accounts and control statistics. 
quickly. The difficulties of doing this seem greater 
in their minds than che benefits to be derived. 


A large proportion of qualified accountants are». 


now employed in industry, and many of them are 
given executive posis of importance, straight from 
the profession without having had any experience 
in the practical work of industrial accounting or the 
management of an often large mixed staff. 

One solution is in the hands of industry, and that 


N, 
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is to take on young qualified men and train them in 
the various branches of industrial accounting work, 
just as a promising engineer trainee is trained in the 
various shops and production control organization. 
A further help would undoubtedly be to institute a 
training course, as Mr Rose suggests, and if the pro- 
fessional bodies would agree to treat this as an 
optional subject in the examination syllabus it would 
provide the stimulus required. Surely an under- 
standing of the needs of industry is of more import- 
ance and universal application than a knowledge of 
bankruptcy, law or executorship? There is little 

ubt that a number of industrial accountants with 
experience would gladly co-operate in starting a 
course, 


London, SW15. 


Yours faithfully, 
J. N. STEPHENS, A.C.A. 


Income from Investments 


SIR, ~ In reply to your correspondent of July 28th 
issue, it would appear that not to show the income 
from investments separately is a definite breach of 
the Companies Act -see Eighth Schedule, Part I, 
paragraph 12 (g). 

In regard to the market value of quoted securities, 
there seems to be a wide divergence of opinion in 
the accountancy profession on this point. The Com- 
panies Act itself does not, as is often imagined, 
adequately cover this point, as the operative word in 
regard to comparative figures in the Eighth Schedule, 
Part I, paragraph 11, subsection (11) is the word 
‘items’. The argument can be, and often is therefore, 


advanced that the market value of investments is- 


shown on the balance sheet as a note and as such the 
comparative detail need not be shown. Holders of 
this point of view interpret the word ‘items’ as 
Yelating only to the actual figure forming part of the 
double entry. 

It would seem, therefore, that your correspondent 
-is quite correct when he assumes that there is no 
remedy in the Eighth Schedule for this omission and 
looks for the answer in the light of a ‘true and fair 
view’. l 

Some eighteen months ago I had occasion to 
investigate this very point and did so by obtaining a 
selection of accounts of investment companies. The 
different methods of treatment of this point proved 
to be rather curious. 

Over half of the twenty balance sheets obtained 
bore no comparative figures at all for market values, 
others gave comparative figures for the total invest- 
ments, others only for the quoted investments, and 
some gave comparative details of market values for 
wi three classes of investment, i.e. ‘quoted’, ‘quoted 
on exchanges outside United Kingdom’, and 
‘unquoted’. 

Nevertheless, in spite of this lack of uniformity of 
treatment, I would suggest that, where such vital 
figures are omitted, especially where the investments 
have considerably fluctuated in value (either up or 
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down) that the balance sheet does not show. a ‘true 
and fair view’. - 
Surely it must be of vital interest to any share- 
holder to know whether the market values of invest- 
ments have increased or diminished. Admittedly, 
they may not be the same investments, but their 


relation to the cost price (the comparative figure for 


which is no doubt given) is of definite importance to 
a shareholder. This applies equally whether it is an 
investment or a trading company. i 
Yours faithfully, 
Brighton, 6. C. L. METCALFE. 


Orthodox Profits 

Sir, — I would like to reply to Mr John P. Bibby’s 
letter in your issue of July 28th, 1951. His approach 
to the subject of the effect of inflation on the calcula- 
tion of profits is essentially practical, and for that 
reason I feel that further discussion may achieve 
results. I have read his booklet A Plea for Some Reform 
in the Conventional Method of Computing Profits, and 
in my article published by you on July 7th, 1951, I 
accepted his case but endeavoured to show on broader 
grounds that it was not fair. 

To Mr Bibby the point at issue is quite simple — 
what information does the industrialist want from his 
profit and loss account? There being no more to it 
than this, how, he asks, can any question of equity 
or social justice arise. 

If this is all there is at issue, then I agree with him 
that it is a purely domestic matter and he can please 
himself, but in his booklet he goes further, for he 
points out that the profit and loss account is used as 
one of the agreed bases for discussion of wage rates, 
and for arriving at a fair margin to give to industrial 
concerns where government controls prices. 

I agree with Mr Bibby that the final result of each 
business venture is determined by haggling in the 
market place, using that term in its widest sense, but 
I maintain that the method of presenting interim 
annual results can be used as one of the counters in 
the game, influencing the rate of wages and the price 
of the product and thereby affecting the return 
business men finally get for their ventures, spread 
maybe, over fifty years or more. 

I am trying to persuade my fellow accountants that 
they must stand aside in the market place, resisting 
the temptation to enter into the game. The only way 
they can do this is to carry forward outlay on assets 
strictly in proportion to the life which remains to 
those assets, revising their estimate of that life when 
necessary as the future unrolls. 

I tried to show in my article that this way is 
adequate for the needs of the community, that it is 
true and fair, and I maintain that if we depart from 
it we shall jeopardize our hard-won reputation for 
integrity, justice and fairmindedness. We are not 
concerned with how our results are used, or their 
effect on the market, but to hold the scales of justice ` 
once we have decided what is true and fair. 

Mr Jeffery English, in his well-worked-out article 
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‘Another view on orthodox profits’, published in 
your issue of August 4th, 1951, displays a clear-cut 
mind and if he could be persuaded to apply it to the 
broader issues involved he would be well rewarded. 
Like the man who had been speaking prose all his 
life without knowing it, he would have us believe 
that in adopting replacement cost accounting we are 
but carrying out orthodox rules after all and never 
realized it. This I submit js but to avoid the issue. 


Any adventure abroad, from the opening up of the, 


enterprise until it is finally closed down, involves the 


THE ACCOUNTANT 


August lith, 1951 


paying out of sterling and the receipt of sterling, the 
difference between the two being profit. Foreign 
branch. accour.ting is concerned to see that interim 
profits disclosed are in line with this final profit and 
does so without repercussions on our internal 
economy, but when the principle is applied at home, 
problems arise towards the solution of which I hope 
Mr English will give us the benefit of his acute mind. 
Yours faithfully, 
H. A. BRISCOE. 


A 


H 


King’s Norton, Birmingham. 


TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in The Annotated Tax Cases. 


In re Batley 
In the Court of Appeal - March 8th, 1951 
(Before Lord Justice Conen, Lord Justice SINGLETON 
and Mr Justice DANCKWERTS) 

Income-tax — Annuity — Alimony paid by testator ~ 
Annuity bequeathed as a continuance of alimony - 
Whether annuity free of tax — Income Tax Act, 1918, 
General Rules 19, 21. 

The testator had, up to the date of his death, been 
paying alimony to his former wife at the rate of £8 
a week, free of tax, by four-weekly payments of £32 
each. By his will he bequeathed to his former wife an 
annuity of £416 a year, 

‘such annuity to be considered as a continuance of 

the alimony which I am paying to her during my 

lifetime, and to be paid to her at the rate of £32 
every four weeks in this way thus continuing after 
my death the payments of alimony which I am 
making to her during my lifetime’. 
The will went on to declare that if, at any time during 
the life of his second wife, the annuity should exceed 
one-third of the total income of the estate after pay- 
ment of income-tax, the amount of the annuity was 
to be one-third of that total income. 

Held, that the references in the will to the alimony, 
and the references to the annuity as a continuation of 
the alimony, and the expression of the alternative 
amount as ‘one-third of the total income of my 
estate after payment of income-tax’, showed that the 
annuity was intended to be paid free of tax. 


. |. Bernard and Shaw Ltd v. Shaw 
In the High Court of Justice (King’s Bench Division) 
June 7th, 1951 
(Before Mr Justice LYNSKEY) 
Income-tax ~ P.A.Y E.- Failure to deduct tax ~ Tax 
claimed from employer - Whether employer entitled to 


recover. from employee - Income Tax (Employmenis). 


‘Act; 1943, Section 1 (1), (2)- Income Tax (Offices and 
Employments) Act, 1944, Sections 1 (1), 2—Income 
Tax (Employments} Regulations, .1950, Regulation 


The company paid remuneration to one of its 
employees without deducting income-tax under the, 
P.A.Y.E. regulations. The Inland Revenue claimed 
from the company payment of the tax that should have 
been deducted, and the company claimed to he 
entitled to recover an equivalent amount from A 
employee. 

Held, (1) that the company could not recover the 
sum in question from the employee as money had 
and received by him to the company’s use, as the tax 
had not in fact deen paid, 

(2) the company could not recover the sum in | 
question as money paid under a mistake of fact, as 


- the failure to deduct tax was due not to a mistake but 


to a breach of the company’s obligation to make 
deductions under the P.A.Y.E. regulations, 

(3) the company was not entitled to recover against 
the employee on the footing that the latter was a 
trustee of the sum in question, and e 

(4) that the company’s remedy was to make deduc- . 
tions from subsequent payments of remuneration ` 
to the employee. 

4 

Napier v. National Business Agency Ltd 
In the Court of Appeal — June 7th, 1951 
(Before the MASTER OF THE Bois (Sir RAYMOND 
EversHED), Lord Justice DENNING and Lord Justice 
Hopson) 

Income-tax — Service agreement providing for salary 
and expenses— Aniount of expenses known to be - 
excessive — Intention to mislead Inland Revenue - 
Whether employee entitled to enforce payment of salary 
— Income Tax (Employments) Regulations, 1944, 
Regulation 7. 

The plaintiff entered into a service agreement with 
the defendant company to act as secretary and ap: 
countant at a salary of £13 a week, with £6 a week for 
expenses. Both parties were aware that the plaintiff's 
expenses could not amount to £6 a week, and the 
expenses -did not exceed {1 a week. Income-tax 
under P.A.Y.E. was deducted from the salary, and 
in returns to the Inland Revenue the £6 a week was 
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indicated as a reimbursement of expenses. The 

plaintiff was dismissed from his employment, and 
«Claimed salary in lieu of notice based on the £13 
a week. 

Held, that the service agreement in relation to the 
expenses was intended to mislead the Inland Revenue 
and to evade income-tax, and was, therefore, contrary 
to public policy and unenforceable; and that the 
plaintiff could not enforce the provisions of the 
agreement relating to the salary, as those provisions 
were not severable from the rest of the agreement. 


Lé In re Payton, In re Austin Motor Co Ltd 
In the Court of Appeal — July 2nd, 1951 


(Before the Master oF THE Rois (Sir RAYMOND 
EversHeD), Lord RapciirFE and Lord Justice 
DENNING) 

Estate duty ~ Pension scheme — Insurance policies pro- 
viding pension — Option to obtain pension for wife — 
pp Whether wife's pension continuing pension or separate 
one ~ Whether continuing proprietary interest — 
Aggregation ~ Finance Act, 1894, Sections 1, 2 (1) (d), 


22 (1) (b). 

e, company took out two group pension policies 
in favour of the deceased, and under each policy there 
was an option whereby the deceased was entitled to 
take a pension in a similar amount, and to obtain a 
pension for his widow. The deceased exercised the 


_ option, so that he received a smaller pension during ` 


his lifetime, and after his death a pension in the 
same amount was paid to his widow. 

The policies provided in each case that the grantee, 
the company, was to hold the policy and all its benefits 
on trust for the respective persons to whom the 
benefits were expressed to be payable, and, the 

mpanhy had no beneficial interest in the’ ‘policy 
Ve in respect of its surrender value. As soon as the 
, employee became entitled to the benefit of the policy, 
| the insurance society gave him a certificate to the 
effect that he was so entitled. The society, bound 

+ itself to pay ‘the appropriate benefit or benefits as 
and when the same shall fall due’ to the person or 
persons specified in the schedule to the policy. 

The Inland Revenue contended that the pension 
was a continuing pension, which passed to the widow 
on the death of the deceased under Section 1 of the 
Finance Act, 1894; and that, therefore, the value of 
__ the pension had to be aggregated with the rest of the 
` deceased’s estate in order to ascertain the principal 
value thereof. 

Held (affirming the judgment of Mr Justice Wynn- 
Parry), that the policy provided, in the event of the 
exercise of the deceased’s option, for two pensions, 

ane for the deceased during his lifetime, and the other 
for his widow; that, therefore, there was no passing of 

_ property under Section 1 of the Act; that an annuity 

, ‘was provided by the deceased within the meaning of 
Section 2 (1) (d}, but that he never had an interest 
in it and accordingly that aggregation was not 
competent. 
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Dale v. CIR, 
E the High Court of Justice (Chancery Division) 


July 4th, 1951 
"(Before Mr Justice Harman) 

Special contribution — Remuneration — Legacy of annual 
payment to trustee of charity — Performance of duties by 
trustee — Whether annual payment earned income — 
Whether investment income — Income Tax Act, 1918, 
Section 14 (3), Schedule D, Case III, Charging Rule 1 
(a) General Rule 19 — Finance Act, 1920, Section 33 - 
Finance Act, 1922, Section 18 — Finance Act, 1948, 
Sections 47, 49, 68 (2). 

The appellant was a trustee of the Wellcome 
Foundation, and under the will which established 
that charity the appellant was entitled to £1,000 a 
year free of tax as long as he continued to act as 
trustee, and was not in receipt of remuneration from 
the Foundation. The appellant performed onerous 
duties as trustee. 
- The appellant was assessed to special contribution 
on the footing that the {1,000 a year was investment 
income. The Special Commissioners decided that the 
£1,000 a year was not derived from a source of earned 
income, and that, therefore, it was investment in- 
come within Section 49 of the Finance Act, 1948. 

Held, that the £1,000 a year was from a source of 
earned income, and was therefore not investment 
income for the purposes of special contribution. 


` Higgs v. Olivier 
In the High Court of Justice (Chancery Division) 
July 11th, 1951 
(Before Mr Justice Harman) 


Income-tax — Actor — Covenant not to appear in film — 
Lump sum paid therefor — Whether part of receipts of 
profession ~ Income Tax Act, 1918, Schedule D, Case II. 


In September 1943, the respondent entered into a 
contract to produce the film ‘Henry V’, and during 
the currency of the agreement, i.e. until September 
1944, the respondent was to devote his whole time 
to the film company’s service. The respondent 
rendered these services, and was paid a certain sum 
therefor. 

The film was produced at Christmas 1944, and at 
first it succeeded only slowly. In July 1945, in order 
to promote its success the respondent entered into 
another agreement with the film company, whereby, 
in return for £15,000, he covenanted that for 18 
months he would not appear in any capacity in 
any film for anybody other than the film company. 

The Special Commissioners decided that this 
agreement could not be read as one with the service 
agreement of September 1943; that the £15,000 did 
‘not come to the respondent as a part of his income 
from his vocation as an actor; that it came to him for 
tefraining from carrying on his vocation; and that 
it was a capital receipt. 

Held, that the SES Commissioners’ decision 
was correct. 
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THE INSTITUTE OF CHARTERED SS 
ACCOUNTANTS IN ENGLAND AND WALES "` 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council, held 
on Wednesday, August rst, 1951, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr C. W. Boyce, C.B.£., President, in the chair; Mr T. B. 
Robson, M.B.E., Vice-President: Sir Harold Barton, Messrs 
T. Hamilton Baynes, B. H. Binder, T. Fleming Birch, 
J. Blakey, W. G. Campbell, P. F. Carpenter, W. S. Carring- 
ton, S. W. Cornwell, A. S. H. Dicker, M.B.£., G. R. Free- 
man, P. F. Granger, D. V. House, H. Crewdson Howard, 
Sir Harold Howitt, Messrs J. S. Mackenzie; K. A. E. Moore, 
P. Morgan-Jones, C. U. Peat, m.c., P. M. Rees, M.C., 
L. W. Robson, G. F. Saunders, Gilbert D. Shepherd, 
M.B.E., K. G. Shuttleworth, E. E. Spicer, E. D. Taylor, 
T. A. Lacy Thompson, D.S.O., M.C., G. L. C. Touche, 
E. G. Turner, MG, A. D. Walker, T. Walton, Sir Nicholas 
Waterhouse, K.B.E., with the Secretary and an Assistant 
Secretary. ` 

Readmission 


One application for readmission to membership was 
acceded to. 


Reduction in Period of Service under Articles 


One application under bye-law 61 for a reduction in 

the period of service under articles. was acceded to. 
One application under bye-law 63 (c) for a reduction 

in the period of service under articles was acceded to. 


Exemption from the Preliminary Examination 


Three applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Exemption from the Intermediate Examination 


One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to. 
Three applications under bye-law 85 (a) for exemp- 
tion from the Intermediate examination were acceded 
to. 
Examination Results - May 1951 


The Examination Committee reported the results ‘of 
the examinations in May 1951 as follows: 








Passed Failed Total 
Preliminary séi Ss 73 187 260 
Intermediate 502 566 1,068 
Final 528 605 1,133 
1,103 1,358 2,461 





The following prizes and certificates of merit were 
awarded: : 
Preliminary 
First in Order of Merit and the Institute Prize 
D. West (Chorley). 


Intermediate 

First Certificate of Merit, the Institute Prize, the ‘Frederick 
Whinney’ Prize and the*‘Plender’ Prize for the Book-keeping 

and Accounts (Executorship) Paper 

C. D. Holt (J. F. Venner), London. 
Second Certificate of Merit, the ‘Stephens’ Prize and the 

‘Plender’ Prize for the General Commercial Knowledge 
f Paper 
T. A. Tansley (J. B. Pinnock), Bedford. 


Third Certificate of Merit, the ‘Plender’ Prize for the Boek- 
keeping and Accounts (Limited Companies) Paper. 


R. E. Chancellor (T. B. Robson), London. 
Fourth Certificate of Merit 
T. A. J. Webster (G. T. E. Chamberlain), Leicester. 
Fifth Certificate of Merit, the ‘Plender’ Prize for the 
Auditing Paper 
I. S. S. Ferris (L. J. Osmond), London. 
Sixth Certificate of Merit 
B. P. Aungiers (K. C. Foster), London. 
‘Plender’ Prize for the Book-keeping and Accounts 
_ (Partnership) Paper 
C. F. Horton (W. T. Hunter), Maidstone, 
‘Plender’ Prize for the Taxation and Cost Accounting Paper g 
A. L. Mann (E. L. Becker), Southport. 


Final 
First Certificate of Merit, the Institute Prize, and the Wa} lly 
Knox’ Scholarship / 


DE Cox (J. Fawcett), Grimsby. : 


Second Certificate of Merit 
D. J. Ironside (A. E. M. Harbottle), Bristol. 


Third Certificate of Merit 
B. W. Sutherland (C. H. Hogg), Nottingham. 


Fourth Certificate of Merit, the ‘W. B. Peat’ Medal and Prize 
J. E. Sargent (R. G. Carter), London. 


Fifth Certificate of Merit - 
C. B. Newcomb (A. W. S. Tabbernor), London. 
Sixth Certificate of Merit, the ‘Frederick Whinney’ Prize and 
the ‘Piender’ Prize for the Advanced Accounting (Part I) 
Paper E 
K. S. Carmichael (W. J. Corpe), Bristol. 
Sixth Certificate of Merit 
T. C. Backshell (H. E. Travlen), London. 
‘Auditing’ Prize and the ‘Plender’ Prize for the Auditing Paper ^ 
W. R. M. Ross (H. L. Layton), London. ; 
‘Roger N. Carter’ Prize 
A. G. Taylor (G. Waterworth), Blackburn. 
‘Plender’ Prize for the Advanced Accounting (Part II) Paper 
A. C. Tripp (J. L. Wannan), London. 
‘Plender’ Prize for the Taxation Paper 
E. J. Gamble (E. J. G. Webb), London. 


‘Plender’ Prize for the General Financial Knowledge and Cost 
Accounting Paper 


D. L. H. Gosden (C, R. P. Goodwin), Brighton. 
‘Plender’ Prize for the English Law (Part I) Paper 
F. J. Guppy (M. W. Burrough), Bridport. 
‘Plender’. Prize for the English Law (Part IT) Paper e 
J. D. H. Mellor (J. M. Freeman), Newbury. 


Practice while Serving under Articles 


An application under bye-law 57 from an articled clrek 
for permission to practise while serving under articles 
was acceded to. 
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Mr George R. Freeman 


“The Council recorded its great appreciation of the 

vices rendered by Mr George R. Freeman to the 
Examination Committee to which he was appointed 
in 1915 and on which he had served-continuously up 
to 1951, having been chairman from 1922 to 1931 and 
a moderator from 1922 to 1947. 


Planning Committee 

' It was resolved: f 

(a) That the Planning Committee had now served the 
purpose for which it was established in 1945 and that 


` accordingly it be dissolved. 

(b) That the Council was impressed by the Sońsidëtable 
volume of work which had been carried out by the 
Planning Committee which was much to be con- 

gratulated on its record. 


Autumnal Meeting: Mr Derek du Pré 


The Council noted with pleasure that Mr Derek du 
| Pré had kindly consented to act as Honorary Public 
Relations Officer in connexion with the Autumnal 
Meeting of the Institute to be held at Torquay in 
October 1951. 

Students’ Societies 


The Council approved the issue of a pamphlet on The 
lace of the Students’ Societies in the Education of 

» Articled Clerks, for the guidance of the committees of 
the chartered accountant students’ societies and the 
information of the committees of the district societies. 





Certificates of Practice etc. 
It was resolved: 


(1) That certificates of practice be issued to the 
following ` ‘thirty associates who have commenced to 
| practise: 

Ashill, Maurice Comber; 1951, A.C.A.; Greenways, West 

End Gardens, Esher, Surrey. 

Ashton, Edward Laurence, par 1950, A.C.A.; (Hodgson, 

Morris & Co), Central Buildings, 41 North John Street, 

. Liverpool, 2. 

leaver, Leonard Harry; 1933, A.C.A. (Heathcote & Cole- 
} od 25 Bennett’s Hill, and 39 Temple Boa, Birming- 
'. ham, 2 
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Lemmon), Hill House, 19 Tuesday Market Place, Kings 

is Lynn, and at Downham Market. 
"Dison, James; 1950, A.C.A.; Groat House, Groat Market, 
Newcastle upon Tyne, 1. 
Eilbeck, Charles Frederick; 1922, A.C.A.; (*Pruddah 
Eilbeck & Co), Central Buildings, North John Street, 
Liverpool, 2. 
Ellins, Sydney Frederick; 1950, A.C.A.; (W. B. Keen & Co), 
69 Ship Street, Brighton. 
Evans, Thomas if ames William; 1951, A.C.A.; (King, Hope 
w & Co), 6 Dovecot Street, Stockton- on-Tees, and at 
~ Darlington, Northallerton and Richmond, Yorks. 
Fossey, Kenneth.Arthur; 1038, A CA: (*Allan Race & Co), 
27 King Street Chambers, Leeds, i ; also at Harrogate, 
GT & J. Hewitt). 

Green, Michael Anthony; 1951, A.C.A.; (Thornton & 
Thornton), 6 Worthing Road, Horsham, Sussex. 

Heywood, Frederick Alan; 1951, A.C. A; 36 Holmhirst 

"Road, Woodseats, Sheffield, 8. 

Holland, Charles Matthew; 1948, A.C.A.; (Haskew, Twist 
& Co), 3 Cherry Street, Birmingham, 2 2. 

Hollingsworth, Frederick Weatherley; 1951, A.C.A; 

~  (*Norman Wand & Hollingsworth), Britannic Assurance 
Buildings, 20 Blake Street, York. 


* placed against a Firm Neme signifies that the Firm is not 
exclusively composed of members of the Institute. 
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Latham, Derek James; 1948, A.C.A.; (Lowe, Towler, 
-Latham & Co), Williams Deacon’s Bank Chambers 
Market Street, Leigh, Lancs. 

Laughlin, Herbert Desmand Blakeley; 1939, A.C.A.; (S. 
Graham Rowlandson & Co), 446 Salisbury House, 
London Wall, London, ECz. 

Laux, Hector Charles; ‘1949, A.C.A.; (Watson Collin & Co), 
‘Transport House, Smith Square, London, SW1, and at 
St Albans. 

Pausey, Kenneth John; 1951, A CA: (K. J. Pausey & Co), 
156 Shaftesbury Avenue, London, WCz. 

Penfold, William; 1935, A.C.A; 17a Reddons Road, 


Beckenham, Kent. ; 

Raymond, J ohn Gregson; 1951, A.C.A.; (Warmsley, 
Henshall & Co), 29 Eastgate Row North, Chester. 

Redhead, Donald John; 1951, A.C.A; 1a Austral Drive, 
Hornchurch, Essex. 

Roberts, Robert Lunt; 1951, A.C.A.; 101 Penrhos Road, 
Bangor. 

Roden, Stanley; 1949, A.C.A.; (Haskew, Twist & Co), 3 
Cherry Street, Birmingham, 2. 

Sanders, Eric Victor, DEG: 1950, A.C.A.; (Watson Collin 
& Co), Transport House, Smith Square, London, SW1, 
and at St Albans. 

Selby, Gerald; 1950, A.C.A.; (Gerald Selby & Co), 3 Ken- 
neth Crescent, Willesden Green, London, NW2. 

Shaw, William George; 1951, A.C.A.; (W. H. Shaw & Sons), 
Market Place, Dewsbury. 

Simpson, Gordon Stanley; 1951, A.C.A.; 5 Westfield, 
Chapel Allerton, Leeds, 7. 

Stokes, Geoffrey William, p.F.c.; 1950, A.C.A.; 1, Marl- 
‘borough Park Avenue, Sidcup. 

Sutton, George Oldman; 1947, A.C.A.; *Walter Lovatt & 
Co), 7 Western Road, Hove, 2. 

Thurgood, James Nash; 1947, A.C.A.; (*Chalmers, Wade 
& Co), 24 Coleman Street, London, EC2, and at Birm- 
abet Liverpool, Shaftesbury, Wells, Weymouth and 

eov 

Towler, Russell Stewart, B.COM.; 1948, A.C.A; (*Lowe, 
Towler, Latham & Co), Williams Deacon’s Bank 

` Chambers, Market Street, Leigh, Lancs. 


(2) That twenty-two associates be elected to fellow- 
ship under clause 6 of the Supplemental Charter 
(Bye-law 31). 

(3) That two associates be elected to fellowship under 
clauses 6 and 31 of the Supplemental Charter (Bye- 
law 31). 

(4) That five applicants be admitted as associates 
under clause 9 of the Supplemental Charter (Bye-law 
36). 

A list of those who complete their Fellowship or 
Membership before August 14th will appear in The 
Accountant of August 18th. 


Chairman and Vice-Chairman of Committee 


The Secretary reported the appointment of the 
following Chairman and Vice-Chairman of the 
Examination Committee: 
Chairman 
D. V. House 


Vice-Chairman 
E. G. Turner 


Nederlands Instituut van Accountants 
The Council decided to ask Mr Douglas A. Clarke, 
LL.B., F.c.A., if he would represent the Institute at the 
Accountants’ Yearday 1951 of the’Nederlands Instituut 
van Accountants to be held in Amsterdam on October 
6th, 1951. 

Registration of Articles 
The Secretary reported that 65 articles of clerkship 
were registered during the month of July as compared 
with 61 in the previous July. 
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Resolution Rescindéd 


The resolution of the Council dated November 4th, 
1942, excluding Mr Philip Sidney Bayley, a.c.a., from 
membership of the Institute for non-payment of his 
annual subscription was rescinded and his name 
expunged from the minutes, as notice had now been 
received of his death in June 1942. 


Deaths of Members 
The Council received with regret the Secretary’s 


NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 
DISCIPLINARY COMMITTEE 
Finding and Decisions of the Disciplinary Com- 
mittee of the Council appointed pursuant to 
bye-law 103 of the bye-laws appended to the 
supplemental Royal Charter of December 2tst, 
1948, at a hearing held on Fuly 4th, 1951. 
The commiittee heard formal complaints that each 
of 23 members had failed to pay the subscription 
payable by him under clause 11 of the supplemental 
Royal Charter and bye-law 42 in respect of the year 
1951 for four months after the same had become due 
so as to render himself liable under clause 21 (7) 
of the supplemental Royal Charter to be excluded 
from membership or to be suspended for a period 
not exceeding two years from membership. In every 
case the committee found the complaint proved. 
The committee ordered that the following five 
members be excluded from membership of the 
Institute: 


Leslie Hughes, A.C.A., 113 Church Road, Yardley, 


Birmingham, 25. 

John Arthur Maynard, F.c.a., 42 Glamorgan Avenue, 
Belvedere, Salisbury, Southern Rhodesia. 

Gerald Leslie Whitmill Rowe, A.C.A., 29 Warwick 

. Row, Coventry. 

Vernon Stair, a.c.a., 58 Stade Street, Hythe, Kent. 

George Eric Titley, F.c.a., 74 Victoria Street, 
London, s.w.1. 


The committee ordered that four members be 
excluded from membership of the Institute but that, 
in view of special circumstances, such decision be 
suspended so as to take effect only as from a specified 
date if a remittance of the amount owing should not 
have been received before that date. All of the four 
members concerned paid the amount due within the 
period allowed. 

The committee decided that one member be 
reprimanded and two members be admonished. In 
each of the three cases the committee considered 
that there existed special circumstances which 
Justified the omission of the name of the member 
from the publication of the finding and decision. 

The committee decided that no action be taken 
in the case of eleven members. 
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report of the deaths of the following members: 


` Mr John Hope Bowden, a.c.a., Surbiton. : 
», John Stuart Gray, A.C.A., Cardiff. ~e 
o Patrick Davies Hannay, F.cC.a., Cheltenham. i 
» Norman Lecnard, A.C.A., Cheltenham. 
» Neville Lorraine Rawson, A.C.A., Leicester. 
» Jobn Percy Tilley, F.c.A., London. 
» Gerald Henry Warmington, F.c.a., Cheam. 
» Alfred Deighton Whitaker, A.C.A., Bradford. 
» Sydney Albert Victor Wood, F.c.a., London. 
» Harold Worthington, A.C.A., Liverpool. 


Personal | 


MR RusseLL TILLETT, F.c.a., and Mr Doucuas J. 
KEAN, A.C.A., announce that as from August rst, 1951, 
they are being joined in partnership by Mr D. 
BUSSELL, M.B.E., A.C.A., A.S.A.A., and Mr E. MIDGLEY, 
A.c.A., both of whom have been associated with them 
for some years. The partnership will be continued at? 
London, Bradford and Manchester uncer the title of 
RussELL TıLLETT & Co, Chartered Accountants, ‘as 
heretofore. E 

Messrs S. W. H. Ponsrorp & Co, Accountants. 
and Auditors, of 142 High Street, Honiton, Devon, ` 
announce that they have taken over the West Country 
practice of Messrs Rickarp & Co, Incorporated 
Accountants, at 142 High Street, Honiton, and ` 
Agriculture House, Queen Street, Exeter. The -~ 
practice at each branch will continue under the 
personal supervision of Mr S. W. H. Ponsford, 
A.A.LA., F.C.C.S., who has been the local manager of 
Messrs Rickard & Co for a number of years. 

Messrs WarMsLey, HEeNSHALL & Co, Chartered ` 
Accountants, of 29 Eastgate Row, North, Chester, | 
regret to announce the death, on August ist, of theg 
senior partner, Mr James Henshall, r.c.a. The fir 
is being carried cn in the same name by the remaining. 2 
partners. 





Obituary 
JAMES HENSHALL, F.C.A., A.S.A.A. 
It is with regret that we record the death on August 
Ist, 1951, at the age of 79, of Mr James Henshall, 
F.C.A., A.S.A.A., Senior partner in the firm of Warmsley, 
Henshall & Co, Chartered Accountants, of 29 East- 
gate Row, North, Chester. 

Mr Henshall was admitted an associate of the 
Institute in 1905, and joined the firm of Warmsley, + 
Jones & Co in the same year. On his admission into 
partnership shortly afterwards with the late Mr F, J. 
Warmsley, the firm’s name was changed to Warmsley, 
Henshall & Co, and following the death of Mr 
Warmsley in 1930, he became the senior partner of 
the firm and remained as such until his death. Be-— 
was elected a Fellow of the Institute in 1940, and had 
been admitted an associate of the Society of Incor- 
porated Accountents and Auditors in 1905. ` 

Mr Henshall, who was well known in Chester and 
North Wales, was a director of severa] local com- 
panies. 
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British Electricity Authority Appointment 


The British Electricity Authority announce that Mr 

rPeiiest Long, F.S.A.A., F.I.M.T.A., F.C.LS., Deputy Chief 
Accountant (Finance) to the. Authority, has been 
appointed Secretary of the Authority in succession 
to Mr H. F. Carpenter, F.S.A.A., F.C.1.8., who is 
retiring in the autumn. 

Mr Long was awarded the Gold Medal of the 
Society of Incorporated Accountants and Auditors 
in 1924, and three years later he received the ‘Collins’ 
gold medal in the Final examination of the Institute 

of Municipal Treasurers and Accountants. 
Ev: Long is a member of the Colonial Local 
Government Advisory Panel which was set up in 
| 1948, and a member of the Council of the Chartered 
| Institute of Secretaries. He was chairman of the 
| Council of the Institute of Public Administration for 


1949-50. 


Board of Trade Headquarters 
_ CHANGE OF ADDRESS 


The headquarters of the Board of Trade is being 
transferred to Horse Guards Avenue, Whitehall, 
LY$ndon, SW: (Telephone: Trafalgar 8855). Many of 
the branches of the Industries and Manufactures 
Department, Division 2, have already moved to the 
new offices; the principal officers of the secretariat 
are expected to move on August 13th. Further 
l- divisions of the Board will be transferred from 
+: Imperial Chemical House and Thames House (North) 
` to the new offices in the autumn. 

Until further notice, correspondence for divisions 
of the Board of Trade hitherto housed in Imperial 
Chemical House and Thames House (North) should 
be addressed as follows: 





a (Telephone: Trafalgar 885 5) 
he President, Overseas and Parliamentary Secretaries, 
Secretariat and Information Division (from August 13th). 
Industries and Manufactures Division, Branches 2A 
and 2D. 
LA Industries and Manufactures Division, 2B (dealing with 
organic and inorganic chemicals and plastic materials). 


[i 





IMPERIAL CueMIcAaL House, MILLBANK, Lonpon, SW1 
(Telephone: Whitehall 5140) 
Commercial Relations and Exports Department. 
Films Division. 


TuamEs House (NorTH), MiLLeank, Lonpon, SWr 
(Telephone: Victoria 9040) 
Commercial Relations and Exports Department (Indus- 
tries Branch). 
Industries and Manufactures Division, Branch 2B and 2c 
(dealing with the production of rubber goods, paints, print- 
ing inks, synthetic resins, pesticides, insecticides, asbestos 





¥ JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, S.W.I 


THE ACCOUNTANT 


Hoss GUARDS AVENUE, WHITEHALL, LoNDoN, SW1 ` 


143 


manufactures, bichromates, glue and cork manufactures, 
dyestuffs, alkalis, chlorine, certain sulphur and zinc deriva- 
tives, footwear, gloves and leather goods, furniture, pianos, 
basketware). e 

Industries and Manufactures Division, Branch 1. 

Distribution of Industry and Regional Division. 

Solicitor’s Department. 5 

Statistics Division. 

The telegraphic address for the Secretary, Board of 
Trade, London, remains ‘Boneblack’, London. Telegrams 
intended for Commercial Relations and Exports Depart- 
ment should be addressed to ‘Advantage, Sowest’, London, 


Migrant Companies: General Treasury 
Consent 

As indicated on another page, certain transactions 
which would otherwise be prohibited by Section 36 
of the Finance Act, 1951, are the subject of a general 
consent by the Treasury under Section 36 (4) (a). 
The consent applies to the following classes of 
transaction: 


1. Transactions falling within paragraphs (a) and (b) of 
subsection (1) where: (a) the body corporate resident, in the 
United Kingdom is incorporated after the passing of the 
Act for the purpose of carrying on a new trade or business 
not theretofore carried on by any person; and (b) more than 
50 per cent of the issued share capital of that body corporate 
in existence at the time of the transactions in question, or, 
if there is then in existence issued share capital of the body 
corporate of more than one class, more than 50 per cent of 
the issued share capital thereof of each class is then, and 
was when it was issued, in the beneficial ownership of 
persons not ordinarily resident in the United Kingdom. 

2. A transaction falling within paragraph (c) of sub- 
section (1) which consists of the issue, by a body corporate 
not resident in the United Kingdom over which a body 
corporate resident in the United Kingdom has control, of 
shares for full consideration paid in cash to the body cor- 
porate issuing the shares or in or towards payment for any 
business, unde: g or property acquired for full con- 
sideration, unless either: (oi the shares are redeemable 
preference shares; or (b) the shares are issued to, or to 
trustees for, a body corporate not resident in the United 
Kingdom over which the body corporate resident in the 
United Kingdom has control or to, or to trustees for, an 
individual or individuals who has or have control over the 
last-mentioned body corporate; or (c) the effect of the trans- 
action is that the last-mentioned body corporate will no 
longer have control over the body corporate not resident in 
the United Kingdom. 

3. A transaction falling within paragraph (d) of sub- 
section (1) which consists of the transfer of shares to a body 
corporate resident in the United Kingdom unless the effect 
of the transaction is that the body corporate resident in the 
United Kingdom which transfers the shares or causes or 
permits the shares to be transferred will no longer have 
control over the body corporate not resident in the United 
Kingdom. 

Unless and until the general consent for these classes of 
transaction is revoked, individual applications to the 


Treasury for transactions of the kind covered will not be 
required. Naturally, individual spplications will be necessary 
for transactions which are excluded by the exceptions 
specified in respect of each class. 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, Etc. 
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Inland Revenue Organization 


The ‘Report of the Committee appointed to review 
the organization and administrative-methods of the 
Inland Revenue’, which was discussed in a leading 
article in our issue dated March 17th last, has been 
published and may be obtained from His Majesty’s 
Stationery Office, P.O. Box 569, London, SEx, 
price 2s net. 


Chartered Accountant Awarded Research 
Grant in U.S.A. 


The United States Government has allocated to 
research in the United States into management 
accounting and. costing, one of the 1951-52 grants in 
dollars made available for research by the Smith- 
Mundt Act of Congress, and have awarded the grant 
to Mr F. J. K. Hillebrandt, B.Com.(Hons.), a.c.a., 
of Imperial Chemical Industries Ltd. 

Mr Hillebrandt has also been awarded a travel 
grant under the Fulbright Act. He will be attached 
to Columbia University, Morningside Heights, New 
York. 

Cricket 


Winning the toss and batting on an easy-paced 
wicket at the Civil Service Cricket Ground, Bettws 
Hill, Malpas, the Incorporated Accountants’ Students’ 
Society of Newport ran up a creditable score of 
102 for nine declared in an evening match with the 
Newport Chartered Accountants Students’ Society 
on July 27th. K. Mustoe made 49 runs and T. 
Sharrent 14, while J. Cox took 2 wickets for 21. 

Unfortunately for the Chartered Students their 
opponents were bowling well too, and although 
J. Cox made 24 runs the side was all out for eo 
J. Goss taking five wickets for 23 runs and R. M. 
Ireland four for 22. d 

Mr C. Gordon Jolliffe, F.c.a., and Mr Brian 
Wilcox were the umpires. 


A Holiday Crossword 


Thi 














a B-D- 
anan ie leie lojoln i 
A S As -as Oot 


















Solution to ‘A Holiday Crossword’ by J. Rose, A.C.A. 
which appeared in last week’s issue. 
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Recent Publications 


TRADE MARKS AND THE LAW oF UNFAIR COMPETITION, 
Second Editicn, by T. A. Blanco White, Barrister-ag- 
Law. xii+74 pp. 7X4..5s net. Stevens & Sons Ltd, 
London. 

Pronzers OF BririsH Lire Assurance, by Hartley Withers 
(edited by Conan Nicholas). 112 pp. 84X54. 6s net. 
Staples Press Ltd, London. 

PRACTICAL BOOKxZEPING AND Accounts (Advanced Stage), 
by E. F. Castle, B.COM., A.S.A.A. 448 pp. 8$ x 54. ros net. 
University Tu-orial Press Ltd, London. 

FINANCIAL STATEMENTS AND Reports for the year ended 
December 31st, 1950, of the City of Edmonton, Alberta, 
Canada. 94 pp 9X6. 

SPECIMEN ANSWERS TO THE QUESTIONS SET AT THE CHAR- 
TERED INTERMEDIATE EXAMINATION, May 1951, wiad 
COPIES OF THE QUESTIONS. 7s 6d net. Study Services Ltd, 
London. S 

ACCOUNTS OF THE HERTFORDSHIRE Country CovunNciL for 
the year ended March 31st, 1951. 235 pp. 9$ X 7. 


Our Contemporaries . 
Tue New York CERTIFIED PUBLIC ACCOUNTANT. (New 
York.) (July.) “The Auditor Meets the Thief’, by Boris 
Kostelanetz, c.p.a. . 
Gtier Publications Received 1 
MIDLAND Bank Review. (August.) 
MONTHLY Review OF THE BANK oF Nova Scoria. (Toronto.) 
(June-July.) ~~ 
PUBLIC ADMINISTRATION, (Summer, 1951.) . 
REPERTOIRE Fiscal. (Brussells.) (May-June-July-August.) . 
Procress. (Summer, 1951.) 
INTERNATIONAL ACZOUNTANTS’ JOURNAL. (June.) 


‘THE CONTROLLER. {New York.) (July.) 
Tue BUILDING SCCIETIES’ GAZETTE. (August.) 


SEVENTY-FIVE YEARS AGO 
From The Zreonntant op Aucust 12th, -1876 
The final paragraph of a long letter to the Editor 
The Late Bankruptcy Bill 


The provision that the Court may be called upon mm 
intervene upon special items should be e A 
except for the purpose of making a debtor answer ` 
with his persor. for any substantiated neglect, or 
refusal to explain or assist. The words ‘wilfully fail’ 
qualify (and stultify) the whole of the last paragraph. 
Until book-keeping is compulsory, and neglect to”. 
keep books a penal offence, a debtor who ‘wilfully 
fails to perform his duties’ is simply a fool. Why 
should a man recuse point blank to do that which he 
can equally well fail to do without wilfulness, and by 
a simple failure of memory and the want of the 
necessary data to refresh his flagging memory? Con- 
tempt of court may easily be made available against _ 
trustees or receivers; why then should it not be as 
readily available egainst obstructive debtors? 

l Yours etc., l 

_ London, July 1¢th, 1876. INVESTIGATOR. 
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wholly endorse this dictum, it must be admitted that the 
distinction they confer when applied to one of a sequence of 
objects or events is sometimes both arbitrary and fleeting. The 


~ five ‘hundredth performance of a play, for example, is soon 


merged into the general impression of.the run as a whole. The 
millionth visitor to an exhibition is pounced upon by the auth- 
orities, féted for.a day and then forgotten. But with the numerical 


`- landmarks of learned periodicals it-is slightly different. They are 
“not. ‘like the snowflake on the river, a moment white then gone 


for ever’. On the contrary, they are assembled with their fellows 


` in substantial volumés and, thus preserved, are made permanently 


available to the inquiring gaze of posterity. 

‘It is fitting that on the occasion of the appearance of this, our 
four thousandth; number we should cast a backward glance . at 
some. earlier issues for it je" an excellent way of getting a view 
in perspective of the profession down the years. Our first number 
was published in October 1874. That period in history has now 
come to be regarded as a leisurely and „prosperous age. It is 
surprising therefore to find — firstly, that our opening editorial 
referred to the seemingly perennial problem of the hard-worked 
professional man, the amount of reading with which he had to 
cope; and (paradoxically) the limited space available for providing 
the necessary reading matter for him; secondly, that nearly 
half the first number was devoted to articles on insolvency and 
reports of court proceedings. in bankruptcies throughout the | 
country. Our early emphasis on this aspect of professional work 
was apparently justified for, as a contributor then pointed out, the 
Bankruptcy Act of 1869 was 

‘very stringent upon the solicitors, receivers and trustees practising 

and appointed under it but there never was a merrier time for 

dishonest insolvents, whether in bankruptcy, liquidations, or under 
composition’. 

By the time that our thousandth number had appeared (in 
February 1894), the status and scope of the profession, judging 
from the range of our subject-matter, had increased considerably. 
Bankruptcy as a topic of first importance had given way to articles 
on company law and audit procedure, although a review of 1893 
in an earlier issue stated that the most striking feature of that year 
was the very large -number of ‘disastrous and fraudulent failures’ 
which had taken place ‘in various forms of joint stock enterprise’. 
The reports of the activities of The Institute of Chartered Account- 
ants in England and Wales, incorporated by Royal Charter 
fourteen years previously, and of the Scottish bodies (who, semper 
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vigilans, had just successfully contested an action 
against the Corporation of Accountants Ltd to 
preserve the exclusive use of the initials "CA" 
were being given prominence in our columns 
but nowhere in this particular issue was income- 
tax (then 7d in the £) mentioned. 

The next stride in our survey carries us right 
across the Edwardian era almost to the eve of the 
First World War. Although the number of our 
editorial pages had increased from twenty-eight 
to. fifty-two, the format and features of our two 
thousandth issue, published in April 1913, did 
not differ greatly from that of our thousandth 
number. Nor had many of the problems under 
discussion altered appreciably in character. We 
noted in a commemorative leading article that 


‘the belief that a Government Department can cure 
all evils was apparently as prevalent in some 
quarters in 1894 as it is at the present day’, 


and we deplored the remarkable development of 
‘officialism’ in certain directions. during’ the 
intervening period. Taxation, with income-tax at 
1s 2d in the £ and super tax now in being, had 


‘arrived’ and our correspondence columns, which 


ever since our inception have been one of our 
most valuable features, contained an ever-growing 
number of letters from accountants. seeking (and 
giving) information on this increasingly compli- 
cated subject. 

Our three thousandth number appeared in 
June 1932, in the middle of a period of great 
economic and financial instability. The previous 
year had seen the formation of a National 
Government, the presentation of a second Budget 
with a heavier burden of taxation and the abandon- 
ment of the gold standard. It was with faith rather 
than with reason that the world was attempting 
what it is again faced with today — the task of 
equating wages and prices. The statistical tables 
which we published in that issue told their own 
tale. The £ was below par on most of the principal 
foreign exchanges. More (ban zo per cent of the 
working population of twelve million were 
unemployed. Imports for the first four months of 
the year were down by {12 million as compared 
with 1913 but exports of British produce and 
manufactures had fallen by £43 million. In an 
interesting article, Prorzssor J. H. Tours, who 
for many years was a distinguished contributor to 
our. pages, expressed the opinion that the con- 
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ferences on repazations and disarmament, shortly 
to take place, were perhaps the last chance for 
rebuilding the world economic structure but, ` 
within a year thereafter, the Nazis had forced . 
their way to power in Germany and the threat of 
war again hung over Europe. 

In the profession itself, there was an air of 
crisis. The celetrated Reyal Mail Steam Packet 
Co case ~in which it was disclosed that, over a 
period of years during which losses were being 
incurred, dividends were paid out of previously P 
accumulated reserves or windfalls, i.e. non- 
recurring contributions to revenue which were 
placed to the credit of the profit and loss account, 
without the knowledge of the shareholders — was 
still causing ccnsternation and confusion of 
thought. The grcwing desire for clearer and more 
informative acccunts found expréssion in our 
weekly ‘Finance and Commerce’ feature where, 
with ample justification, the charge of obscurant- ; 
ism was made repeatedly against companie 
whose accounts, wittingly or unwittingly, were 
so designed as to conceal, rather than to reveal 
statistics essential to the proper understanding of 
the company’s affairs. Public opinion was harden- 
ing but it was not until the publication of the 
report of the Conen Committee in 1945 that an 
authoritative leac was given to company manage- 
ments and to the profession—a lead which resulted 
three years later in the passing into law of the 
new Companies Act of 1948. 

From the multitude of impressions which this * 
brief contact wita the past evoked, two — appar- 
ently contradictory but in fact complementary — 
stand out. The fizst is that the profession, during 
the seventy-seven years we have had the honour 
to act as its chronicler, has been. in a constant 
state of evolution. The rate of. progress from the 
primitive to perfection is always slow and hard but 
it is a healthy sign — and this is our second main 
impression — that the same problems, or different 
facets of the same problems, recur decade after 
decade. 

‘No great cause,’ wrote John Buchan, ‘is ever 
lost or won, Tke battle must always be renewed 
and the creed restated and the old formulas, once 
so potent a revelation, become only dim antiquarian* 
echoes.’ egal, 

In these conflicts which lie ahead, we hope that 
The Accountant vill continue to play its part on 
the side of truth. - l 
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A CENTURY OF SOCIAL SERVICE 


=, 


HE argument of ‘hes Spirit Sinister in 
| Tuomas Harpy’s The Dynasts that war 


makes rattling good history but peace -is 

poor reading has been amply refuted by the 
inspiring chronicles of the progress of social 
welfare during the past hundred years. In 1851, 
the social services, as we now know them, were 
- non-existent. It is true that the cholera epidemics 
of some years earlier had precipitated the Public 
Health Act of 1848, the first of a series culminating 
in the definitive Act of 1875, but these „statutes 
were concerned mainly with such communal 
amenities as sanitation, sewerage and ‘drainage. 
The individual in want was covered officially at 
that time only by the Poor Law and he had to be 
destitute before he qualified for assistance under 
-it. Apart from the mutual help afforded to their 
members by the prosperous friendly societies, the 
only other channel of assistance was private charity. 
In his paper presented on Tuesday last to the 
Economic Section during the 113th annual meet- 
ing in Edinburgh of the British Association for 
- the Advancement of Science, Mr JOHN STIRLING, 
C.B.E., B.COM., B.L., F.S.A.A., Chief Accountant in 
the Department of Health for Scotland, admirably 
illustrated in statistical form the gradual awaken- 
ing of the national conscience in these matters. 
_ The statement which he produced, after much 
diligent research, showed at eleven points of time 
between 1850 and 1950 (a) the growth of social 
service expenditure borne. on the Exchequer and 


on local rates; (b) the expenditure per head of the. 


population, both actual and equated to the price 
level of 1990; and (c) the amount per £ of the 
average individual share of the national income 
diverted by central and local authorities to meet 
public expenditure on social services. His survey 
included expenditure incurred under the headings 
of education, housing, hospitals, maternity and 
child welfare, family allowances, lunacy and 
mental treatment, pensions (excluding war 
pensions), poor relief and health and unemploy- 
Ment insurance. The aggregate cost of such of 
¥ these services as were in existence in 1850—51 was 
£7 million, levied from an estimated national 


income at current prices of £600 million. The. 


corresponding figures for 1g00-o1 were {36:5 
million and £1,756 million, and for 1949-50 


£1,162 million ana Zo 864 million. The popula- 


‘tion figures for these three years were approxi- 


mately 27:4 million, 41°5 million and 49 million. 
Thus the actual expenditure per head worked out 


at 5s 1d, 17s 7d and £23 14s 4d or, equated to the 


1900 price level (because the fall in the value of 
money in this century distorts comparisons of the 
actual) 5s 3d, 17s 7d and £6 os 8d. The average 
income per head of the population for these years 
(equated to the 1900 price level) was £22 7s od, 
£42 7s od and £56 gs od. The amount per £ of 
average income expended on social services, on 
the same basis, was thus 23d, 5d and 2s 13d. 

The chief landmarks in this century of en- 
lightened progress have been concerned with 
education, housing, health and unemployment 
insurance and pensions. In 1870, universal free 
elementary education was introduced and in 1918 
the principle was extended to cover secondary 
and further education. In 1908, a start was made 
with non-contributory old-age pensions. Three 
years later saw the beginnings of the national 
health and unemployment insurance schemes and 
in 1919 local authorities began to build houses 
with State assistance. Finally, in .1948, the 
comprehensive national health, insurance and 
assistance service came into operation. 

With the main trends in the development of 
these services and their effect on the national 
economy, Mr STIRLING dealt fully and he 
concluded by asking his audience to consider: 

‘Whether under present conditions we can afford ` 

the Welfare State (in particular reference to the 


insurance contributions which are so heavy an 
“oncost’” on industry) or as some people would 


L - prefer to put it, whether we can afford not to have 


> It 

“To what extent the “cover” now provided by 
the social services represents additions to real 
incomes which should be taken into account in 
wage negotiations. 

“The suggestions which have recently been put 
to the Royal Commission on Taxation ‘as to the 
merging of social insurance contributions with a 
simplified income-tax and the suppression of 
insurance cards.’ 


Every action of consequence has a corresponding 
reaction elsewhere and until these problems are 
resolved the benefits of the social revolution We 
are now experiencing will got fully mature. ` 
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GOODWILL 


by ANGUS MACBEATH, C.A., A.C.W.A. 


Days of rapid and continuous change create conditions which affect and alter 

existing ideas. In goodwill — that intangible asset upon whose value high hopes often 

rest and which may yet be merely transitory — we have an asset whose value is 

today subject to alteration almost from hour fo hour. In this article are examined 

some of the important matters which arise in considering the value of goodwill 
and the effect which modern legislation and conditionis may have upon it. 


Main Considerations 


' OODWILL in the business sense has 
- been defined in several ways but means, 
generally, the ability to earn more than 


an average rate of profit based upon current con- 
ditions. 


The value of goodwill is of importance in the 


buying and selling of all established businesses, 
and accountants are frequently required by clients 
to advise them upon this value, while, in the 
assessment of the value of the shares in a “private 
limited company or of the interest of a partner in 
his fitm for estate duty purposes, the value placed 
upon the goodwill may be of great moment. 

The main consideration from an accounting 
point of view is the amount of. the super-profits 
earned by the business, or the estimated ability as 
judged from past results of obtaining a profit in 
excess of a fair commercial reward based apon 
current requirements and standards. ET 

Consideration of goodwill. must be made in a 
séparate way for different clagsés of business: thus 
the value of the goodwill of a limited company 
will be différent from that of 4 partnership or ofa 
sole trader} the goodwill value in patents and 
trade-marks will differ from that of a protcasional 
practice. 

The goodwill of a public limited liability coni- 
pany whose capital is quoted on a stock exchange 
can be calculated readily by deducting from the 
stock exchange value of the issued capital the 
value of the net tangible assets represented by 
that capital. If the purchase of a public company 
is coriternplated, then the yardstick is the current 
market value on the stock exchange and any 
excess over that figure is not really a payment for 
goodwill. but a payment to obtain control, to 
eliminate competition, or to achieve some other 
economic advantage. 

Other Factors 
The goodwill of a private limited company or of a 
partnership or sole-trader will often be agreed by 
compromise between buyer and seller based upon 
the accounting results which the business has 
shown over a period of years and by various other 


factors ich are not strictly within the province 
of the accountant but upon which he will require 
to be informed if he is to be able to advise his 
client adequately. 

Among the factors other than purely profit 
items which affect the value of goodwill, are some 
which are being altered by conditions which have 
arisen in recent years and the follow:ng list of 
factors which may arise in considering goodwill 
includes some of those items and conditions. 

Land. If a business owns land which is well 
situated and suitable for development or for. ex-; 
tension of existing facilities, an enhanced value for’ ` 
the business may. be justified notwithstanding the 
development charge which. may require to be 
paid. Here the enhanced value will depend upon 
the use which will be made of the land, whether 
for extension of the premises of the business 


owning the goodwill, for a new factory for the 


buyer, or even to E a competitor from 
obtaining possession. ` 

Buildings. Goodwill may arise s where a business 
has excellent buildings with adequate floor-space 
and suitable for the buyer’s purposes. At the. 
present time, when the opportunity to build is so * 
restricted, it may profit a buyer to pay a goodwill 
value to a business which has an unsuccessful 
trading record because the buildings acquired in 
the purchase will be suitable to convert to the 
type of business which he wishes to follow. 

Machinery. It is necessary to consider the age 
and worth of the plant and machinery used by a 
business. Thus, for example, a business which has 
shown a high and continuous level of profits may 
have run its plant ro deatb and be on the point of 
falling down on its business at a time when the 
replacement of even a part of the EES is a 
lengthy process. 

Again, if a business has been making high 
profits from plant which has been improved upon, 
by new inventions in the hands of competitors, thew- 
ability to maintain the rate of profits may be 
seriously jeopardized., 

Stocks. The value at which stocks are included 
in accounts must be viewed with a different eye 
from that of the auditor. Whereas the aud:tor will 
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normally accept the result of applying the dictum 
‘cost or market value whichever is the lower’, the 
-buyer of goodwill must consider whether any part 
of high profits shown by the accounts of the 
business have arisen through the fortunate sale of 
old stock which it was possible to liquidate because 
of a change in market conditions of which the 
business was able to take advantage, and also 
whether stock included at market value is, in fact, 
reasonably valued, as the market value adopted 
may still be an optimistic view of the possible 
‘value on realization. 

Patents. Patents have a life of limited duration 
and this limit must be taken into account in assess- 
ing the goodwill of a business whose trading profits 
arise in whole or in part from the exploitation of 
patents. 

Monopoly. The goodwill of a monopoly is in a 
special category. Unless the proprietors of the 
monopoly are very public-spirited, the business 
will tend to receive a profit which is in excess of 

jnormal competitive commercial standards. In 
considering the value of the goodwill, super-profits 
must be the subject of careful survey in relation to 
factors outside the business. Is the monopoly 
universal, or national only? Could the super-profits 
be drastically reduced by a change in fiscal 
policy over which the business has no juris- 
diction? Is there any possibility of competition 
from substitutes? 

There cannot be any proper yardstick for 
measuring the value of the goodwill of a monopoly 
since continuation of the amount of the super- 
_ profits depends upon the continuation of the 

{ monopoly conditions. 

Substitutes. Since the value of goodwill does not 
depend on super-profits, but upon the mainten- 
ance of super-profits, the possibility of competi- 
tion from substitutes to a business earning a high 
level of profits must be considered. The effect of 
the use of cigarette lighters upon the sale of 
matches; the competition of the omnibus with the 
railway. train; the washing machine with the 
laundry service; synthetic with natural rubber; 
these factors, and many similar, play their part 
in-reducing the value of goodwill. 


Conditions of Trade 
By conditions of trade is meant the national or 
world position from time to time in regard to the 
purchase of materials used by a business and to 
‘the sale of its products. 

Thus three consecutive exceptionally wet years 
may give the impression of wonderful expansion 
to a, business which manufactures waterproof 
clothing, yet the business might’ be made bankrupt 
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by a succeeding period of three years of exception: 
ally dry weather. 

This position must be considered in relation to 
the goodwill of a business. The forward position 
is an unknown quantity. but the immediate past 
is known and a buyer could reasonably point to 
exceptional conditions of trade in very high 
profits, and Io the fact that normal conditions 
would probably produce a normal profit only, 
while a seller could similarly point to exception- 
ally poor conditions producing exceptionally poor 
profits and maintain that normal conditions would 
probably give results more in line with part 
experience in normal years. 

The supply of raw materials may be under the 


.sway of world conditions much more in one 


industry than in another. Thus we find a world 
with a diminished sheep population, and an 
avaricious appetite for wool, paying relatively 
fantastic prices for the wool available with con- 
sequent effect on the woollen industry. On the 
other hand the glass industry may be able at any 
time to find alternative sources of supply of suit- 
able sand with small difficulty, 


MARKETS 


A buyer of a business must investigate the source 
of supply of raw materials and the ultimate des- 
tination of sales. À 

If the business has obtained the bulk of its raw 
materials from subsidiary or associated companies 
or from special connexions — perhaps at preferen- 
tial prices — continuance of these connexions will 
obviously be a necessity to continued good trading 
unless the buyer has equal or better sources of 
supply, in which case he will be less willing-to pay 
a high price for goodwill arising from the advan- 
tages of the existing connexions. ` ` 

If sales have been made to associated companies 
or connexions, these outlets will require to be 
continued to maintain the value of the goodwill 
arising from the profits due to those sources of 
sales. 

Public Fashions 

The public are notoriously fickle, and in fashions 
no less than in anything else. 

_Where a business has built up substantial 
profits upon a particular line of fashion this fickle- 
ness of the public must be considered in examin- 
ing the possibilities of a continuation of those 
profits. Fickleness will be difficult to gauge in any 
particular instance, with the result that a higher 
rate of profit will be required before super-profits 
emerge than will be required in an established 
continuing business such as that of a baker and: 
confectioner. 
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Sellers’ and Buyers’ Markets 
Goodwill value should never in fairness be cal- 
culated on the profits arising during a period 
when market conditions are exceptional. A sellers’ 
market will produce good profits whereas a buyers’ 
market will give the narrowest possible margin. 

It is difficult to forecast the future with. any 
high degree of accuracy, and a sellers’ market, on 
the one-hand, may disappear rapidly for any one 
of a variety of reasons — additional production; 
use of substitutes; change of fashion, are three 
possible reasons while, on the other hand, a buyers’ 
market may suddenly give way toa sellers’ market - 
war; rearmament; shortages; change of fashion, 
are four of the possible reasons for this happening. 

The fairest thing to do is to choose a year which 
may reasonably be regarded as a normal one from 
the point of view of supply and demand and to 
make allowance for the known market fluctuations 
since that year. 

This procedure should be adopted even though 
the-year chosen as normal, is beyond the number 
of years which had been proposed as the period 
over which the profits should be considered in 
calculating the goodwill. The position is rather 
similar to the method used in calculating the lia- 
bility to excess profits tax where a standard period 
of years was chosen as representing a fair profit era 
and the profit.selected from those years was com- 
pared to the current profits to arrive at the excess 
profits upon which the liability was calculated. 


MANAGEMENT AND WORKERS 
Management 

If the management of a business is to be continued 
without change after purchase from that manage- 
ment, consideration must be given to the possi- 
bility of a future decrease in profits due to the 
cessation of that natural urge which one has when 
working for one’s own profit and which we call 
‘incentive’. 

Where it is intended to change the management, 
consideration must be given to the proposition 


` that part of the profits of the business arose from ` 


the ability of the management and, therefore, as 
that part of the profits is not being acquired, the 
value of the goodwill should be reduced accord- 
ingly. The position is that though the profits of 
the business may be maintained in amount or 
even increased, that maintenance of profits has 
been due to the new management or to somé other 
cause and does not form part of the maintainable 
profits of the business as acquired. 
Labour Force 


This factor is of-vital importance today. 
The manpower requirements will vary between 
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different types of business. One business will 
require a large number of fully-skilled men; 
another busiress will require partly skilled and" 
partly semi-skilled; while yet another will employ 

a majority of emale labour, and so on. 

In assessing the worth of a business it is neces- 
sary to ascertain that there will be a continuous 
and ample supply available of the type of labour 
required. 

Careful assurance is necessary that the profits , 

of the business do not depend upon the skill of 
old workpeople whose services once lost could } 
not easily be replaced. The position can be illus- 
trated from the comedy play Hobson’s Choice, 
where the business of Hobson could not with- 
stand the loss of the ‘star’ bootmaker, Willie 
Mossop, whose ability represented, in effect, the 
goodwill of the business. 
. If a business has failed to take adequate steps 
to provide a continuity of skilled workpeople the 
value of its goodwill must thereby be endangered. 
Similarly, if the possibility of maintaining the 
numbers of workpeople required has diminished 
due to local migration then the goodwill may be 
affected, though, in this instance, if suitable 
economic conditions can be found elsewhere and 
the plant can be moved without damage to the 
productive or sales capacity then the prospectie 
profitability may not be affected. 


Individuals 


‘As illustrated above, goodwill frequently rests in 


individuals, and other examples are: 


(x) The transfer fees paid by football clubs‘) 
for players of outstanding ability. These | 
fees are primarily goodwill payments to 
attract larger ‘gates’ to the matches in 
which the clubs paying the fees take part. 
The ‘box office’ attraction of the names of 
‘star’ cinema and stage actors which en- 
ables salaries to be paid which are sub- 
stantially goodwill sums. That is to say, 
though aczing ability may remain constant, 
if an actor attracts the attention of the public 
to the extent that a greater total sum is will- ` 
ingly paid to see and/or hear him, then 
that actor has a goodwill value which is 
vested in himself entirely and is incapable 
of being transferred. 

Though the goodwill is vested in the individ-, 
uals, if they are bound by contract to a particular’ ` 
business then that business is the owner, for the 
term of the contract, of the goodwill value which 
may exceed the goodwill salary being paid. 


(To be continued.) 
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ACCOUNTING THROUGH THE AGES 


_ The Origin and Development of Double-entry Book-keeping 
by R. ROBERT, A.C.LS. 


mentary book-keeping methods were being 

evolved in the very beginnings of civilization. 
For example, the Egyptians had simple stock- 
control systems whereby a check was kept on 
stores of grain, the incomings and the outgoings 
being recorded ‘on papyrus. More remarkable 
still, they had their national revenue and taxation 
records, specimens of which are still legible to 
the initiated, though: they date back to the 
second millenium B.C. 


TI tends to show that rudi- 


Decorative Accounts 
The precision lacking in these early accounts — 
for they were largely couched in narrative form — 
is counterbalanced by their extreme decorative- 
Dess, They are beautifully painted in dyes and 
pigments, the lustre of which has remained un- 
tarnished through the centuries. 

The rival civilization of Babylon has yielded 
similar evidence of man’s early concern with his 
assets and liabilities, and the accurate recording 
thereof. In fact, even the most casual research 
into this dim and distant past Ze sufficient to prove 
once more that there is little new under the sun. 

For there, on the banks of the Euphrates and the 
Tigris, in a society that had only just ceased to be 
nomadic, four or five thousand years ago, existed 
a whole substratum of merchants, money-lenders 
and landlords, with the concomitant institutions 
of profit, interest and rent. Everything, it would 
seem, had an embryo existence in those remote 
periods of human history, even book-keeping. 

Of course, it must be realized that trade in those 
primitive communities, settling down for the first 
time in towns and cities, was largely a matter of 
barter. Commodities were simply exchanged, 
though there were in different places and at 
different times, certain commodities which were 
made to serve the purpose of money: cowrie 
shells on the African coast, oxen in Greece, bricks 
-of tea in Tibet,-and so on. But obviously, so long 
as exchange of ‘goods was on a basis of barter, the 
need for complicated records hardly existed. 

The limitations of barter must have become 
manifest at'a very early stage. And soon, when 
transactions in the ancient: world became more 
numerous and more complicated, the notched 
stick and the clay tablet were seen to be utterly 
inadequate. 


Need for Written Accounts Emerges 
It was, if we may believe the historians, the 
Semitic people who made the most determined 
and successful efforts to evolve means of compu- 
tation and methods of recording transactions in 
an alphabetic script. Further, it has been main- 
tained that it was their pressing need to keep 
accounts which brought the first alphabet into 
existence and that the art of writing developed as 


‘the result.of early business men deciding that the 


time had come to keep records. 

Elementary accounting techniques were carried 
a stage further by the Greeks, who were the first 
people to mint gold coins. Issued about 600 B.c., 
they bore the stamp of King Croesus, whose name 
is still synonymous with fabulous riches. The 
Romans, too, used money’in metallic form; and 
the Ancient Britons, as Julius Cæsar has stated 
in De Bello Gallico, utilized iron bars of fixed 
weight as a measure of value. Obviously our fore- 
fathers were not so backward as might be 
imagined in matters of finance! 

Athens had a range of silver coins, some so 
minute in size that they were no bigger than a 
pin’s head. This fact provided the Greek dramatist 
Aristophanes with an opportunity for making his 
audience laugh. A character in one of his plays is 
made to keep his money in his mouth, presumably 
because he had no pockets, or for the sake of. 
additional safety Presently his friends indulge in 
a little horseplay, he is thumped on the back, and 
the poor fellow swallows his change! ` 

This is a digression, but a pardonable one 
because it will be obvious that until money was 
invented and came into general use, there was 
‘literally no basis for book-keeping in the modern 
sense. Accounts record a whole multitude of 
facts, but always they have to be reduced to a 
common denominator: pounds, shillings and 
pence.. 


Roman and Arabic Numerals 
Another sine qua non was a numeral system of 
sufficient flexibility to permit the setting down 
with ease of large amounts and quantities. The 
Romans, of course, had one, and with its aid they 
made considerable advances in account keeping, 
just as they did in so many other things. Receipts 
and payments were analysed by them and they 
fully understood the: implications of the ‘terms 
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creditor and debtor, liability and asset. But their 
numerals were by no means perfect and it was left 
to the Arabs to produce a better system — the one 
now in almost universal use. 

All this took time, but at Jast we arrive at a 
point when barter became less frequent and money 
was being used as the recognized medium of 
exchange; a point where a flexible system of 
numeral recording existed and where merchants 
conducted their business on credit. 

The advance was considerable, and yet it seems 
improbable that anyone in the ancient world had 
thought so deeply as to be able to adumbrate even 
the. outlines of a co-ordinated book-keeping 
system, in which facts were integrated in such a 
manner as to reveal the totality of a given financial 
situation. Even by the time of the early Middle 
Ages, it is probable that the mercantile community 


as well as the governments of the various princi- , 


palities worked on systems of single-entry book- 


keeping — some of them no doubt less bad than ' 


others. 


) Appearance of Double-entry Book-keeping 
Then quite suddenly, and a little’ mysteriously, 
the superior system is found. in use — double- 


entry book-keeping in all its scientific essentials. 


How, and where, it first emerged from the 
morasses is a matter for conjecture. Nor can we 
state with certainty who was the man, the genius, 
responsible for bringing about so revolutionary 
an innovation. 

Perhaps no single man was responsible, any 
more than one man alone invented the steam 


engine — or electricity. It is quite possible that 


the system was some time evolving, that it was 
hammered out on the anvil of experience by 


hundreds of different hands. The final shaping. - 


and tempering was perhaps the work of an 
individual, someone whose brain had a ‘powerful 
capacity for synthesis. That, however, is mere 


speculation. So far as origins are concerned, 


esearch has hitherto ended in frustration and 
it has to be confessed that little or nothing is 
known for certain. 


Commerce in Renaissance Italy 

‘The darkness is not quite so impenetrable in 
another respect. Whilst the beginnings may be 
concealed behind the billowing clouds of anti- 
quity, we do know where the art and science of 
double-entry book-keeping was first practised. 
The honour and the glory, if such it be, belongs 
to. Italy; and it was in the great trading city of 
Venice, the ‘Queen of the Adriatic’, that the first 
treatise on the subject was published. 
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- That this skould be so was, perhaps, no purely 
fortuitous event. Necessity is the mother of 
invention, and it is more than probable that the~ 
leap forward in book-keeping technique was 
something that arose out of the tremendous 
expansion of trade which had been going on in 
the Mediterranean, and reached its apogee in 
the fifteenth century. 

The Italian city-states, Milan, Genoa, Venice 
and Florence (home of the powerful Medici 
family) were at the crest of a great wave of 
prosperity. A new world — America — had been ` 
discovered; the Cape of Good Hope had been 
rounded; the trade routes to the wealth of India 
and the east had been opened up and great 
commercial enterprises were embarked upon by 
the merchant-princes. 

Out of ‘all this—a. mere by-product in one 
respect though an essential in another — arose the 
new accounting system, comprehensive and exact: 
one moreover, which acknowledged the duality 
inherent in even the most trivial transaction. i 


First Accountancy Text-book 


Author of the epoch-making manual, which was 
entitled De Comtutis et Scripturis, was a Franciscan 
friar named Luca Paciolo. Not only did his work, 
published in 1494, give its readers all the informa- 
tion then availatle on the subject of ‘arithmetic, 
geometry and proportion’, but it was the first 
revelation on the printed page of the mysteries of 
algebra.. And — hidden away amid ‘all of this 
mathematical Jore — was a section devoted to. 
our subject: doubie-entry book-keeping. r 
But tbe learned friar must on no account be 
credited with more than he deserves. Certainly 
he was the first to write about the art; but it had 
been practised long before he ever set pen to 
paper. The merchants, the city treasurers, even 
perhaps the monasteries, had been operating 
systems of double-entry for at least one hundred 


and fifty years before De Computis et Scripturis 


came off the press. That this is so, is a matter 
capable of conclusive proof. A set of books kept 
by the: Commune of Genoa on double-entry 
principles as far back as 1340, are still in existence. 
This would seem o support the argument that 
the process of evolution had been a gradual one, 
with perhaps a final crystallization in some more 
than usually acute orain. e. 
After publication of Luca Paciolo’s book, 
diffusion of the new accounting method was 
rapid, and in a comparatively short time it came 
to be adopted by the merchants of France, 
Germany, Holland and of our own country. The 
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reasons are not far to seek and will not require any 
detailed explanation to a reader who is either a 
_qualified accountant or secretary. ` 

‘ One may, perhaps, be allowed to lay emphasis 
on just one point. The new method brought the 
nominal account into use, possibly for the first 
time in the history of the craft. The learned clerks 


(and even their masters) began to think dialecti- ` 


cally; they trained themselves to. consider every- 
thing in its two-sided aspect. Just as every positive 
implies a negative, every white a black, so they 
had come to the startling truth that every debit 
“implies a credit. Sales, purchases and expense 
accounts came into their own, to play an increas- 
ingly important role as time went on. 

_A great dawn seems to have broken upon the 
mercantile world, a revelation to have penetrated 
into the counting houses. The book-keepers 
plying their feather quills, first on this side of the 
ledger then on the other, developed into paragons 
of dexterity. The calculation of profit and loss 
became suddenly a mere matter of routine, 

bere before it had depended upon a combina: 
tion of necromancy and: prophetic inspiration. 


: Development of. ‘Double Entry’ in Britain 


So much for the évolution of double-entry book- 
keéping. Now for a very brief review of the way 
in which it has developed since. And for that 
purpose: we leave the Continent and turn to 
Britain, which from the days of Elizabeth onwards 
has been one.of the greatest trading nations, and 
therefore most likely to cultivate the art of good 


EC -keeping. 


First, if only by way of rounding off these few. 


gleanings from the past in an agreeable manner, 
mention is made of one öf the earliest books of 
instruction available in the English language. This 
was a tome entitled English System of Book-keeping 
by Single or Double Entry — and the author was 
one, E. T. Jones, of the city of Bristol, who proved 


himself in the event to be no great accountant or 


book-keeper, but a most excellent man of business. 
` He issued an advertisement, praising the virtues 


of his system over all others then extant. Those. 


interested were asked to fulfil certain conditions, 
the chief of which was to remit the sum of one 
guinea (a larger sum of money in 1796 than it is 
today!), and in return they would receive from 
Mr Jones, patentee of the ‘new and improved 
~$ystem’ a copy of the book together with a general 
licence to make use of the invaluable information 
contained therein. 
The campaign was eminently successful and 
brought in several thousand guineas. Mr Jones 
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was highly satisfied, but the recipients of the 
treatise when it at length arrived, very much less 

so! If one may believe some of the most competent 
authorities, the English System of Book- KE 
by Single or Double Entry was valueless. 


Italian System Adopted 

It was the Italian system that was generally 
adopted and it would appear to have reached 
Britain early in the seventeenth century. The 
principles were quickly grasped and applied to 
suit the commercial needs of those days. Trade 
and manufacture were then conducted either by 
individual capitalists or by partnerships. The latter: 
would have called for somewhat more complicated 
accounting procedures than the former; and the 
apportionment of profits, the adjustment of capital 
accounts, the introduction of drawing accounts 
for the various partners, no doubt created prob- 
lems the solving of which raised the science of 
book-keeping to a higher level. 

Then, in.the nineteenth century, the public 
limited-liability company emerged as the domin- 
ant financial and economic unit. Various enact“ 
ments culminated in the Companies Act of 1948, 
in which is contained detailed provisions for the 
keeping of books, the preparation of balance sheets 
and profit and loss accounts. 

-The reader, running through the relevant 
sections of the Act, will see for himself that a 
double-entry system is postulated in the very 
nature of the requirements, which are so far- 
reaching and so multitudinous that it is difficult 
to conceive of any other system capable of coping 
with them in their entirety. It will also be obvious 
to him that the mass of legislation has resulted in 
still further development in accounting and book- 
keeping techniques, and that the development is 
still going ‘on. 


_ Original Basic Principles Unchanged 
But a plain fact bas to be recognized: it is a 
development in detail only. Plus ¢a change, plus 
cest la meme chose! The double-entry book- 
keeping system first used by the Commune of 
Genoa, six hundred years ago, has been subjected 
to no radical alterations to the present day, and- 
probably does not admit of any. It is true that 
there have been’ modifications; the law has 
insisted on certain conditions being fulfilled; there 
have been infinite refinements and elaborations: 
but there has been no departure from basic 
principles. 

The men of Renaissance Italy, unknown, un- 
honoured and unsung, laid the foundations firm 
and true. 
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WEEKLY NOTES 


The Finance Act, 1951 
The Finance Act, 1951, which received the Royal 
Assent on August 1st, has now been published by the 
Stationery Office. Containing forty-four sections and 


. seven schedules, it covers over sixty pages and lacks . 


nothing of the involved and complicated drafting 
which is always associated with Finance Acts. There 
are copious references to former, and no less compli- 
cated, enactments which are amended or applied to 
. new circumstances, provisos within provisos, and 
such nice distinctions as that between ‘dried’ figs and 
‘drained or crystallized’ figs, which means a difference 
of one shilling tax in the hundredweight. No less 
prominence is given to this than is given to the new 
standard rate of income-tax, which at gs 6d in the £ 
is the all-time record except in wartime. Even in 
1940, after Dunkirk, the Government imposed a 
rate of only 8s 6d. This savage rate is accompanied by 
a mass of legislation directed against avoidance which 
will add considerably to the business man’s worries. 
We hope to begin next week a short series of articles 
dealing with the more important changes in direct 
` taxation law. 
Central Land Board 

The report of the Central Land Board for the year 
1950-51} contains some remarkable figures. Of the 
78,192 applications to determine development charge 
which were disposed of by the Board, 36,813 (about 
" 47 per cent) were found to be exempt or to attract 
a ‘nil’ determination, and another 21,481 were not 
determined because they were premature or because 
_ the applicant had no interest in the land. 

The Board received £3,159,492 in cash against 
just over £2 million last year, and a further £1,295,924 

was set off against claims on the £3 million fund. 
` The applications so far made represented rather less 
than a quarter of the estimated total, but the figures 
of the Board seem small compared with the £3 million 
limit on payments for the loss of development value. 

Claims against the fund have been numerous. 
' So far 387,968 notices of statement have been 
issued ‘by district valuers to claimants, but only 
“158,235 of these have been finally determined. A high 
proportion of ‘the determinations (39 per cent) were 
in respect of land which had no development value. 
Although 288 appeals were lodged against determina- 
tion no appeal has yet come to a hearing. Contribu- 
-tions by the Board to professional fees incurred by 
claimants amounted to £702,998 in the year. 


Winter Power Prospects 
The Electricity Sub-Committee of the Joint Consulta- 
tive Committee of the National Joint Advisory 
Council issued its report last week on the steps to be 
taken in the coming winter to avoid severe dislocation 
of industry due to an anticipated shortage of electric 


' 1H.M.S.0. od. 





power. It was already known that the Minister of"? 
Fuel and Power had accepted their findings. 

The worst power shortage since the fuel crisis of. 
1946-47 is expected next winter. In consequence, 
whereas last year at this time it was decided to 
reduce the rigours of cuts and shift working to spread 
the load, this year the trend is reversed. Industry is 
to be asked to reduce its power consumption at times 
of peak demand by 20 per cent. Peak periods are to 
be extended and will this time mean 8 to 12 in the 
morning and 4 to 5.30 in the afternoon for the whole™@ 
of the five month’s period November to March. 
Working hours are to be staggered, Saturday shift 
working and night shifts are to be reintroduced and 
double shifts ere to be encouraged. It is expected 
that less stringent measures will -be necessary in 
Scotland where new capacity, including hydro- 
electric power, will give a larger increase in supply 
than elsewhere. Gas 

Peak demand this winter is expected to vary 
between 13,80c megawatts and 15,100 megawatts — 
depending on the weather, It is likely that there wi 
be an increase of new potential of goo megawatts, 
giving 4 maximum capacity of 12,200 megawatts by 
about February. Industry’s share of the total demand 
is put at 50 per cent. In other words it is expected 
to transfer op megawatts of demand at the peak. 
The position will be worse, of course, if solid fuel 
supplies to the domestic market are short of expecta- 
tions. 

There are orly two sources of partial relief to this 
grim prospect of a disorganized, chilly winter in 
office and factozy. One is a mild winter-and the other 
is lower industrial production caused by other factors 
such as mater_al shortages. This last would be 4 
paradoxical solution with a vengeance. 


Seasonal Changes in Output 


This is the height of the summer holiday season and , 
although the szatistics now being issued are a few "? 
weeks old by the time they are released, it is possible 
to get some icea already of the effect of summer 
holidays on industrial production. This year the 
trend of outptt is particularly important to watch 
since the year’s fiscal strategy is based on an assump- 
tion of a 4 per cent increase in output this year 
over last. : 

Two key industries are now showing drops in 
production much larger than can be laid at the door 
of holidays. Steel output in July was down to an 
annual rate of 13-3 million tons compared with 14:4 
million in July last year. Production is in fact now 
running at a rate below the summer of 1950- aa. 
anticipated development but none the more welcome 
for all that. 

The situatioa in coal is much more disquieting. 
Production is now running at a lower rate than last 
year over the summer season. That is to say, the 
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steady decline in manpower is a continued influence 
on output. One consequence of this is that the rate of 
accumulation of coal stocks is now slowing down and 

‘if the present trend is not halted stocks may soon be 
little better than last year at the beginning of the 
winter months when stocks are normally drawn upon 
for a five or six month’s period. 

The general picture of the country’s stock position 
is somewhat confused at the moment. There is 
certainly no sign from the statistics as a whole that 
industry is suffering from an overall shortage of 

materials. Some goods show a healthier stock position 
at present, infact, than for a long time. So long, 
‘however, as such basic items as power, coal and steel 
are offering no prospects of an increase large enough 
to keep pace with a total increase in output of 4 per 
cent.the situation must be considered unsatisfactory. 


Higher Steel Prices 


Large increases in the prices of steel products were 
announced at the beginning of this week. Steel plates 


are up as from August 13th by some 194 per cent, 


sheets by 204 per cent, and billets 25 per cent. 
The change can hardly have been unexpected and, 
-4f course, has nothing to do with the nationalization 
of the industry. For some time the industry was able 
to offset the increased costs which have arisen from 
all quarters, by useful economies of production as the 
post-war expansion programme has come into opera- 
tion. But of late the rises in the prices of imported 
raw materials, fuel and transport and higher wages 
have been too much to absorb. The surprise is not 
that steel prices have risen, but that, taking into 
account the size of the increases this week and the 
shortage of steel that has developed over recent months, 
the changes should have been so long delayed. 
There is one other price change announced. Up to 
„Row, the price of imported finished steel has been 
subsidized by the Government. These prices will not 
be subsidized any further. 


Motor-car Outlook . 
Reports of smaller sales of British cars in the Canadian 
market, and the diversion of a good deal of the activity 
that went into building up the market there, towards 
Australia, is a sober reminder that the motor-car 
industry may not be able to retain the high place on 
the export achievement list which it has had. for 


several years. There were pointed remarks recently, : 


too, from the head of Ford’s of America about the 
difficulties of selling British Ford products in the 
United States market. The performance of the motor- 
car industry in the export market has indeed been a 
great achievement — carried out in many cases in what 
were new markets where dealer outlets had to be 
built from the ground up. 

-Y Under these circumstances it is noticeable that 
few of the large car makers in this country have failed 
to read the signs of the times and to make plans, some 
only on paper, for when the home market will be 
the critical market. To a car-starved British public 
which reads a great deal about a shortage of steel, 
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such an eventuality may seem a long way off. Never- 
theless, distant as it may be, the manufacturers are 
not overlooking their home market strategy. 

It was recently announced that a new Austin 
Seven is to be produced. Others of the Big Six have 
also curbed any ideas they may have had about stan- 
dardization on one or two models, The Standard 
Motor Co can find diversity through the Triumph cars 
which it makes. Ford are still making the Prefect. 
Nuffield have gone on making and selling their Morris 
Minor. All companies are taking out insurance 
policies, it would seem, against too much dependence 
op Cara of medium and large horse-power. 


ke `The Finances of the Church 


The idea that the Church of England is financially 
supported by the State is a convenient fiction which 
it takes a lot to dispel. The Church Information 
Board is to be congratulated for producing an excel- 
lent little pamphlet! which is so clearly set out that 
the least ecclesiastical minded reader will have no 
excuse for ignorance of the true position. 
- This church ‘balance sheet’ has been prepared by 
a firm of Chartered Accountants after an examination 
of the accounts of the Church Commissioners, the 
Central Board of Finance of the Church of England, 
the Church of England Pensions Board, 43 dioceses, 
34 church societies, and statistics gathered from 
12,000 parishes. SE 
The main headings of expenditure under costs, 
are. living agents—the clergy; the maintenance of 
churches and services; missions; training men for the 
ministry; schools and training colleges; and adminis- 
tration. When we turn to revenue we find that half 
the income is a legacy from the past in the form of 
endowments, and half is provided by church people 
today — but the two combined are very far indeed 
from being anywhere near enough. The Church 
esperately needs more clergy, more churches in 
new districts, and better stipends for incumbents. 
pamphlet pertinently asks whether a net income 
s than £9 a week is really enough for a parish 
t, and can a curate be expected to live on less 
£6 a week? Where is the money coming from 
prove these conditions and for the thousand and 
other needs which continually face the Church 
its priests? This is a matter which demands the 
Rctical and sympathetic consideration not only of. 
practising church people who are already giving all 
they can, but far more of those thousands whose 
membership is entirely nominal, except when they 
eagerly claim their rights on the occasion of a 
baptism, a marriage or a funeral. At such times 
they expect, quite rightly, a well-cared-for church, a 
dignified ceremony, the services of a parson; but very 
few of them stop to think that these essentials can 
only be provided if everyone who so lightheartedly 
describes himself as ‘C. of E.’ makes his due proper, 
and above all regular, contribution towards the 
Church of which he is a member. 


1 The Work and Revenues of the Church of England. 6d. net. 
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REVIEWS 


Pioneers of British Life Assurance 
By Hartley Withers, edited by Conan Nicholas 
(Staples Press Ltd, London. 6s net) 


A hundred years ago, abstinence from alcohol was 
thought to impair the constitution and shorten the 
‘expectation of life. In consequence, teetotallers were 
‘regarded as a bad ‘risk’ and were charged an extra 
‘premium on taking out a life policy. This attitude of 
the insurance companies annoyed a Mr Robert 
Warner, who determined to found an office in which 
abstainers could be separately insured. The result 
was the United Kingdom Provident Institution which 
‘so prospered, despite the doubters and detractors of 
the time, that it celebrated its centenary in 1940. To 
mark this event, Mr Hartley Withers was invited to 
write a short history of British life assurance. The 
war prevented its publication, and when Mr Withers 
died in 1948 he had not yet made the revisions to the 
later chapters which the lapse of time and the rapid 
march of events had necessitated. Accordingly, the 
present volume contains only the earlier chapters. 
These describe with the skill and literary charm which 
characterized all the author’s work, the development 
of insurance against the general background of the 
eighteenth and early nineteenth centuries and unfold 
a story which should intrigue not only those directly 
connected with insurance, but everyone to whom the 
financial and economic life of the City is of interest. 


British Economic History since 1760 
by S. G. E. Lythe, M.A. 
(Sir Isaac Pitman & Sons Ltd, London. 15s net) 


Recent economic changes have been so far-reaching 
as to suggest that the last fifty years form a unique 
period in history. From Mr Lythe’s survey of the 
industrial history of Britain covering the last 2 
years, it is clear, however, that the impact of 
industrial revolution, which was a process r 
than a sudden change, was really much more s 
in its effects on the everyday life of the comm 
than any more recent economic events. 

This text-book traces first of all the general tr, 
in the evolution of Britain’s economy, to which 
chapters are devoted, and then the main feature 
the development of agriculture and transport. Ot 
chapters deal separately with such subjects as 
labour organization, prices, wages, unemployment, 
population and industrial legislation. 












Auditing Practice 
by R. Robert Goomber, B.Sc.(Econ.), 
F.C.A., F.S.A.A. 

(Macdonald & Evans Ltd, London. 21s net) 
Many accountants consider themselves to be so expert 
at auditing that they seldom trouble to read any 
literature on the subject after qualifying. This is a 
dangerous attitude of mind because the duties of an 


H D f D been 
auditor have become so diverse that actual experience,’ 
however varied, is not enough by itself but must be 
supplemented by regular reading. For those, then, 
who think that they know it all already, and also for 
those who have been deflected from the mainstream 
of the profession’s activities by having to specialize 
in some other branch.and who would welcome a clear 
and concise restatement of the practical side of audit 
procedure, this new work can be thoroughly recom- 
mended. As well as covering fully the audit of hay 
usual records and the verification of assets and 
liabilities, there are useful chapters on, inter alia, 
provisions and reserves, the various forms of pro- 
prietorship from sole traders to holding companies, 
Investigations and the auditor’s liability. The last of 
these gives summaries of a number of cases, the subject - 
of which has been the determination of the responsi- 
bilities of the auditor. 


Principles of Accounting 
by Stanley W. Rowland, LL.B., F.C.A. Gi 
(Fourth Edition by R. Glynne Williams, F.C.A.) 
(The Donnington Press, St Albans, and The Gregg 
Publishing Co Ltd, London. 17s 6d net) 

This useful text-book, originally edited by Mr 
Stanley W. Rowland, LL.B., F.c.a., has been revised in 
the present edition by Mr R. Glynne Williams, F.c.a. 
After a statement of general principles, expressed in 
a most readable form, the profit and loss account and 
balance sheet are considered in some detail. Then 
follow chapters on provisions, reserves and sinking 
funds, depreciation, divisible profits and dividends, 
the accounts of holding companies, published accounts 
and statutory and specialized accounts. 

Two appendices reprint the sections of thé 
Companies Act, 1948, relating to accounts and audits 
and the recommendations on accounting principles, 
issued at intervals in recent years, by The Institute 
of Chartered Accountants in England and Wales. 
In addition, the conscientious student may test his 
powers of assimilation, chapter by chapter, on the 
194 questions, selected mainly from examination 
papers set by the Institute of Bankers and the - 
University of London which make up the third and 


~- last appendix. 


SHORTER NOTICE- 


INSURANCE BROKERAGE AND AGENCY, by Victor 
Dover, F.C.1.1., AGB, M.LEX. (Stone & Cox Ltd, 
London. 12s 6d net.) This small book is described 
as a treatise on law and practice, and while there 
may be more elaborate and lengthy treatises on the 
law, it is doubtful whether the reader would find a 
more sagacious and entertaining account of the prac- 
tice. Although the book is directed to those employed 
in insurance work, all those who insure (and who 
does not?) will find it illuminating. 
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FINANCE AND COMMERCE 


ts 
` Stock markets continue firm and apparently un- 


a. 


troubled by political or economic events. The 
majority of investors appear prepared to keep out of 
markets until the dividend limitation situation, and 
with it the political outlook, is clearer. 


Profit Inflation 


t.. 
Mr Philip A. Wright, the chairman of Patons & 


Baldwins Ltd, woollen yarn manufacturers, whose 
accounts we reprint this week, adds. to the weight of 
criticism by leading industrialists, of the present 
taxation system. Mr Wright points out that the 


surplus brought into Section 1 of the profit and loss "— 


account, after excluding the trading results of the 
Shanghai branch and after reducing the United 
Kingdom stock valuation by £417,115, being the 
additional fall in value of wool and tops from April 
28th, 1951, to June rb, 1951, is still £1,370,902 


` in excess of last year’s figure. 


A St 


4 


He emphasizes that this surplus must not be 
, looked upon as a normal trading profit as it includes 


substantial moneys recovered from the sale on a’ 


rising market of cheaply-bought stocks. These stock 
profits, he says, are inevitable in times of inflation; 
making it essential that they be retained in the 
business if full employment is to be maintained. 

He has no argument against governmental right 
to taxation of normal trading profits. But the insis- 


tence of the Revenue authorities on the assessment of ` 


profits computed by established accountancy practices, 
which ignore the effect of inflationary tendencies, 
has the same effect, he says, as a capital levy. 


‘Fallacious Theory’ 


' Mr Wright has no sympathy with those who maintain 
that this ‘capital attrition’ can be met from outside 
sources. That theory, he declares, is fallacious ‘for. 
no money is likely to be forthcoming for stock 
financing in times of inflation unless assurances can . 
be given that it will be used for the maintenance of a 
sound and fully productive business without the 
liability of its diversion to meet taxation’. 

That section of the Millard Tucker report dealing 
with this matter, Mr Wright continues, 
clearly that the serious effect of the taxation of stock 
profits on the full employment policy was not 


visualized at all’. It is to be hoped, he says, that the ` 


Royal Commission on Taxation will take a more 
realistic view of the matter. 

The chairman’s statement summarizes the net 
taxation charge in the accounts of the last five years, 
showing the charge each year and the total of over 
£5 million for the five years. The relevance of the 
Y figures, however, would have been more clearly seen 
in the context of a profit summary over the years. 


Rent Control 


How far does £1 of rent go when received from rent- 
controlled premises? The directors of the London 


‘showed . 


County. Freehold and Leasehold Properties Ltd 
answer the question with a break-down of the actual 
expenditure on certain rent-controlled flats. It 
appears as follows: 
HOW FAR DOES £I OF RENT GO WHEN RECEIVED 
FROM RENT-CONTROLLED PREMISES? 


Allocation of Expenditure 
£ 


8 | General and water rates 
i) Repairs .. 
Amortisation 


Services (fuel, porterage, , gardening, e ete. Jan d other 
outgoings A 


— fb zl pm 
OO e ss a 


Ground rent .. ae Ge a Di DÉI 1 


Rent received from tenant .. Ké Ge Se I 





Loan interest 





Deficit 


HA 
Di 


The above-mentioned figures represent a cross-section of expenditure, 
relating to certain flats fet at 1939 controlled rents, extracted from the 
company’s accounts for the year ended March 3lst, 1950. No account has 
been taken of any reserve for contingencies or of preference dividend, 

In many cases, the report points out, the loan ` 
interest is x00 per cent more than shown in this 
example. 

A new departure this year is the recommendation 
of dividend in terms of pence per share. The payment 

` is the same but is now 10-8d per share instead of 
9 per cent. Mr T. J. Cullen, the chairman, maintains 
that dividends per cent of nominal capital are mis- 
leading when the amount subscribed, including 
substantial premiums, coupled with accumulated 
reserves, makes capital employed much larger than 
the nominal figure. In this case, capital employed at 
` the beginning of the year was £4,281,472 as competes 
‘with £2,479,000 nominal. 


Money Market 


“Applications for Treasury bills totalled £354,080,000 
n August roth and the market obtained 62 per cent 
of requirements. The average rate was Log 2°78d Der 
cent and this week’s offer is maintained at 
£260 million. There is no call against Treasury 
" deposit receipts. 


PATONS & BALDWINS LIMITED 
Shanghai Branch Figures shown separately from the Balance Sheet 


Cost Depre- Book 
ciation Value 
D £ £ 


Land and lee Moeve Plant, SE and 


Machinery 627,468 319,408 308,060 





Stock-in-Trade 600,929 
Sundry Debtors ae 19,336 
Bank Balances and Cash .. 86,686 
1,015,011 
Deduct 

Sundry Creditors and Provisions (including 

such provision as is necessary to exclude the 

surplus on the current yesh: s trading af the 
Branch) pa d SÉ 260,363 
£754,648 
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CURRENT LAW - 


holders of those shares as regards dividend only, and 7 


Breach of Contract: Measure of Damages 


The Accountant for November 11th, 1950, gave 
briefly the decision of Devlin, J., in Biggin & Co Lid 
and Another v. Permanite Ltd (Berry Wiggins & Co 
Lid, Third Parties) in the following circumstances. 
The plaintiffs had passed to the defendants an order 
for a quantity of adhesive material for use with roofing 
felt, which was sold to the Netherlands Government. 
The material was actually supplied by the third par- 
ties. The material was defective, with the result that 
the Netherlands Government claimed damages and 
accepted the sum of £43,000 and costs from the 
plaintiffs. The latter sued the defendants and Devlin, 
J., held that the damage suffered by the ultimate pur- 
chaser could not be taken as the measure of liability 
under the earlier contracts, that the measure of 
damages was the difference between the value of the 
goods if they had been free from defect and the value 
as supplied. , 

The Court of Appeal held that although the amount 
paid by the plaintiffs was not conclusive of the extent 
of the defendants’ liability, yet, if it was reasonable, it 
should be so taken. In this case the settlement was 
reasonable and thus the defendants were liable in the 
sum of £43,000 plus costs (Law Times, June 8th, 


1951). 


Company Liquidation: Surplus Assets 


In the Palatine Court recently His Honour’ Sir 
Leonard Stone, V.C., decided an interesting ques- 
tion as to the rights of different classes of shareholders 
to participate in surplus assets. The original capital 
of the company consisted of ordinary shares and pre- 
ference shares, preferential as regards capital, but not 
dividend, in priority to the ordinary shares in a 
winding-up or otherwise. No preference-rate of divi- 
dend was fixed. Later, new preference shares were 
issued to carry a fixed dividend and preferential only 
as regards dividend. 7 

In the liquidation, surpluses of £1,551, being 
undistributed profits, and £28,738, being the sum to 
be realized on the sale of the assets, were left. The 
ordinary shareholders contended that the second fund - 
was divisible among them alone; but admitted that 
the original preference shareholders were entitled to 
share equally with them in the first fund. These 
latter argued, however, that they were entitled to 
share with the ordinary shareholders in both surpluses 
part passu. 

The learned judge held that the memorandum was 
an exhaustive definition of the rights of the original 
preference shareholders as regards capital and that 
they had no right to participate in the second fund; 
but having no preferential rights as to dividend, they 
were entitled to share with the ordinary shareholders 
in the first surplus. Further, he held that the special 
resolution by which the new preference shares were 
issued was an exhaustive definition of the rights. of the 


thus while not entitled to share in the first fund, they 
were entitled to share with the ordinary shareholders 
in the second (Re 4. Harrison Lid, Walker v. Forshaw 
(Law Journal, June erh, 1951)). 


Transfer of Charge 


A. transferred to B. a building subject to a registered 
charge in favour of a building society. The deed of 


transfer provided that B. would duly pay the balance . 


of the principal owing, together with interest; it was 
signed, sealed and delivered by A. and B., but the 
society was not a party. The payments fell into arrear 


and the society sought to enforce the covenant by B. ` 


to pay. 

Vaisey, J., held that the transfer was a deed of a 
quasi-public nature, analogous to a deed-poll; that, 
therefore, while the society were not a party, they. 
could nevertheless enforce the covenant against B. 
(Chelsea and Walham Green Building Society v. 


Armstrong (Law Times, July 6th, 1951)). H 


Companies: Scheme of Arrangement 
A company petitioned for confirmation of a scheme 
of arrangement under Section 206 of thé Companies 
Act, 1948. In accordance with Section 207 (1) (a) of 


` the Act, a statement was included with the notice 
"convening the meeting to the effect that the directors 


had no interest in the scheme other than as members. 
The statement did not give the nature and extent of . 
the directors’: holdings. The First Division of the 
Court of Session held that thé statement was in- 
adequate. The Lord President said that disclosure of 
the shares or interests registered in the directors’ own 
names was not enough; that shares and other interests 
registered in the names of banks or nominee com- 
panies or otherwise in trust must also be disclosed to 
comply with the section (Re Coltness Iron Co Lid 
(Law Fournal, July 13th, 1951)). 


Capital or Income 

In Re Winder’s Will Trusts, Westminster Bank Lid v. 
Fausset and Another (Law Journal, July 13th, i951) 
the question for decision was whether {£1,000 British 
Transport stock received by the estate as a special 
profits dividend, in respect of the testator’s holdings 
in a company concerned with passenger road trans- 
port and road haulage undertakings, was capital or 
income. It was held by Romer, J., that as the dividend 
was in respect of a transaction completed before the 
testator died and payable in respect of a date during 
his lifetime, it should be regarded as income accrued. 
before his death even though it was not in fact paid 
until after his death; it should, therefore, be regarded 
as capital of the estate for purposes of the will. The 
learned judge distinguished Re Sechiari, which was . 
followed in Re Kietnwort’s Settlements, mentioned 
briefly in The Accountant for July 28th, 1951. 
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‘CORRESPONDENCE 


v Letters must be authenticated by the name and address of the writer, nòt necessarily for publication. 
The Editor. does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Comparative Figures 
Sir, — Mr E. Harman’s article in your issue of 
August 11th does us all a service by drawing 
attention to the importance of publishing fair 
comparisons, and mention of the average capital 
employed against the figure of trading profit would be 
most useful. May I, however, enter a word of caution. 
vif we try to make the published figures tell too much 
by ‘adjustments’ are we not in danger of ‘adjusting 
out’ all changes and finishing in triumph by showing 
exactly the same figures for year one and year two? 
`The object of the comparison is to show changes. 
Showing comparative figures, and giving supple- 
mentary information as to the cause of such changes, 
are two different things. 

- It is, of course, necessary to adjust the previous 
year’s figures for comparative purposes where there 
has been a change in the basis of accounting, but I 
uggest that the effect of changes in the business 
hould be left reflected in the figures and the explana- 

tions given in the chairman’s speech. 

- Yours ae 

Londonf EC2. D. E. F. GREEN. 


‘Depreciation and the Future’ 

Sum, — Mr H. Hodgson’s article (July 28th issue), 
like so many on the same subject, appears to me to 
deal with only one facet of the problem of inflation. 
It concentrates attention on the charge which should 
be made in the profit and loss account to provide for 
the high replacement cost of fixed’ assets, and com- 
pletely ignores the equally pertinent question of the 
decrease in purchasing power of that part of a com- 
ipany’s capital invested in net current assets. 

Surely, to arrive at a profit which, subject to taxa- 
tion, is distributable, the following provisions should 
be made in the accounts: 

(a) Normal depreciation of fixed assets on the 

` basis of original cost. 

. (b) Increased provision for higher replacement costs 

‘required to keep costs in line with current 
. + values’. 

del Provision for decrease in purchasing power of 

` ‘net current assets (measured, say, by applying 

- . the percentage decrease in purchasing power of 

money to the net current asset figure at the 
beginning of the year). 

It is submitted that: ; 

(1) Normal depreciation on original cost plus the 
‘increased provision required to keep costs in 
line with current values’ is the correct economic 
charge for depreciation, because it represents 


the depreciation charge of a new but exactly — 


similar company entering the industry. Cer- 
tainly, if competition prevails, it would not be 
feasible to pass on to the customer twice the 
increased provision. 


(2) By making a further provision for the decrease 
in the purchasing power of net current assets 
real capital is maintained and no further pro- 
visions seem to be necessary. 

Yours faithfully, 
London, SW19. W. B. EVANS. 


Directors’ Benefits 
Sir, — With reference to ‘Resident’s’ inquiry (issue 
July 28th) regarding benefits received by directors 
engaged in hotel management, the experience of a 
managing director of a first-class residential establish- 
ment in London may be of assistance. 

An arrangement considered reasonable within the 
provisions of the Finance Act,. 1948, was agreed on 
the following basis: (a) that the ‘luxury’ element be 
disregarded and the value of a suite provided for the 
director be based on Schedule A net annual value, or, 
failing that, the rateable value (either actual or 
estimated). This arrangement was based on-Section 
40 (3). Nominal amounts only were brought in to 
cover the service of maids, waiters, porters, liftmen, 
etc., and the meals were assessed at cost, either actual 
or estimated. (6) H.M. Inspector would not agree to 
the view that meals taken in the restaurant qualified 
for exemption as ‘canteen meals’. 

As an employee, presumably earning less than 
£2,000 per annum, a resident housekeeper cannot be 
assessed for benefits in accordance with Section 41 (3) 
of the Act. Any assessment should therefore be 
resisted unless the director's agreement with the 
company provides for meals for his wife. 

_ Yours faithfully, 
F. W. HUGHES, 


Pinner, Middx. Incorporated Accountant. 


Purchase Records 
sir, eh have read with interest your: article under 
the above heading, and also the letter from Mr 
Shanks, in your issue of July 21st. 

Surely the inclusion in a monthly or period account 
of unpassed invoices does not necessitate the passing 
of these invoices for payment. 

- As I view the matter, such accounts are prepared 
for the ascertaining of a trend of the business and 
speed is an essential. It may even be necessary to 
enter items from goods inwards sheets when invoices 
had not even been received in order to prepare the 
accounts speedily. 

Payment is normally made from eebe state- 
ments which should not be passed until the invoices 
have been properly authorized. 

The holding up of payment of an invoice because 
of a query with the supplier should not preclude the 
taking of a discount providing it is the supplier who 
is incorrect. Yours faithfully, 

Iver, Bucks. H. J. FINDEN-CROFTS. 
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Orthodox Profits 


Sir, — Surely Mr H. A. Briscoe, in the third para- 
. graph of his letter in your issue of August 4th, has hit 
the nail upon the head when he states that ‘there is a 
world of goods and a world of money, and the two 
must not be mixed’. That, in my opinion, is the crux 
of the matter and so long as the accounts that are 
‘produced bear the symbol ‘£’ at the head of the 
columns then they must record the true monetary 
profit. Let the ‘replacement’ school produce their 
accounts in ounces of gold or pounds of sugar and I 
have no great quarrel, though I do not envy them their 
task and I am not sure that the layman would appreci- 
ate the result. This is, in essence, what Mr Jeffery 
English, in his article in the same issue, enjoins us 
to do, but where are we to find our stable unit? 

As to the political and taxation aspects, to which 
Mr English refers at some length at the end of his 
article, I fear that it would require no great ingenuity 
‘on the part of a Socialist Chancellor of the exchequer 
to produce a convincing argument for a 100 per cent 
tax on the ‘inflation’ element of the profits. And what 
a gift to left-wing propagandists to present them with 
the opportunity of saying that, out of a total profit 
of Fickles 16,950, Fickles 9,325 arose solely from 
inflation! 

One last point. Mr English infers that dividend 
policy should be dictated by what he calls true 
profit and the inflation element of profit ignored for 
this purpose. Does he then propose to pay the 
dividend, so restricted, in money which has itself 
depreciated to a similar extent? If so, is not the poor 
equity holder suffering inflation twice over? If not, 
with what is the dividend to be paid? Barrels of 
apples? 


Yours faithfully, 
Norwich. 


A. B. C. DENMAN, A.C.A. 


S, -Mr Jeffery English (The Accountant, August 
4th, 1951) cannot, by his ‘can’t you duffers see?’ 
attitude, conceal the confusion with which he is 
seized. In his Schedule No. 2, he purports to compare 
the effect of fluctuating exchange rates on the 
‘identical year’s trading’ dealt with at a fixed rate in 
his Schedule No. 1. To do so his first step is to com- 
mence with a new set of currency figures, on the 
assumption that the price level in Fickles moves 
exactly in sympathy with the exchange rate (he will 
probably reply that it was the exchange rate which 
moved in sympathy with the price level, but for my 
present purpose the hen and egg argument is 
irrelevant). This fatuous assumption is necessary to 
enable him to show the same sterling figures, except 
for cash, and so be able to proceed with his article. 
If the exercise is one in currency conversion, what 
Mr English should have done was to take the same 
figures in Fickles and show the position at the fixed 
rate compared with the position at a fluctuating rate. 
The hypothetical examinee would be quite correct 
in showing (Schedule No. 3) a profit in Fickles of 
16,950 whatever may be the exchange rates. There 
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would be something wrong with the branch books if 
they did not show that figure. The ‘loss on exchange’ 


in Fickles which appears in Schedule No. 4 as 2,725, 


is something which would need a lot of explanation ' 
to the branch manager in ‘Fickledorm’, and Mr 
English would be wise to deal with it by correspond- 
ence rather than a personal visit (especially if the 
climate is a tropical one). Where Mr English is rather 
unfair to the examinee is in not showing how the 
examinee would proceed to complete his work. 

In Schedule No. 4 Mr English confuses himself by 
pretending that he is still dealing with currency con- 
version, whereas he is really attempting to deal with, 
the entirely different question of internal price levels. 
Mr English has become ‘Mr Fickle’. Money, ‘the 
one truly depreciating asset’ (sic), is money whether 
it is Fickles or pounds and the accounting process of 
expressing one kind of money in terms of another 
kind has nothing to do with the accounting arguments 
about the relation between money and the ‘things it 
will buy. What Mr English is suggesting is that we 
can have a series of exchange rates between bats and 
pounds, balls and pounds, and wickets and pounds, 


but the game isn’t cricket because only one side is a 
EN] 


be allowed to make runs — the exchange rates betwee 
loans and pounds, pensions and pounds, and divi- 
dends and pounds are mo be ignored. 

Possibly Mr English has been pondering the 
profound pronouncement which Mr F. Sewell Bray 
made to the Australian Congress on Accounting in 
1949 (The Accounting Mission, Cambridge University 
Press): , 

‘In the very infancy of the accounting art we 
cannot escape the animadversion upon the prag- 
matic nature of its sanctions which in maturity 
presses on us with the more severity. It lends to the 
realities of exchange dealings a cloak of symbols.’ 


j 


H 





If we decide to abandon the cloak we must take ia ei 
right off and not merely insert a few peep-holes where , 


it suits us to do so. We must also find alternative 
clothing, towards which Mr English hasn’t even made 


his loom. Yours faithfully, 
1880 AND ALL THAT. 


Sir, — I should like, if I may, to trespass once again 
in your columns. ; 

Is not the real point at issue upon this subject 
between pro- and anti-Briscovians simply this, that 
it is impossible to tell what everyone will accept as 
the truth in two currencies at once if one is unstable? 

To take an example from Mr English and his 
Fickles: if an asset costs {100 and Fickles 2,000, and 
it is depreciated at ro per cent per annum, we shall 
write off Fickles 200 a year but convert at 20 to £10, 
regardless of the current rate of Fickles. We shall 
also, if Fickles have fallen during the year, throw- 
up a sterling exchange loss. In other worcs, we shall 
show a ‘true and fair’ profit (or loss) in sterling, even 
if we cannot do so in Fickles as well. 

-In Mr English’s amusing examples, sterling is. 


steady and Fickles are falling. In eur brave new 
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world, sterling also is falling. Thus the first cost of 
our assets on the one hand, and the annual charge for 
*depreciation of those assets on the other, are really 
in different ‘sterlings’ and the same difficult problem 
arises that we cannot tell the truth in both. Mr 
Briscoe’s answer to the old question ‘What is truth?’ 
is not the same as mine ~ as Merlin said, it is this to 
me and that to thee; but as I see it, unless we make 
allowance for replacement costs our profits are 
overstated and we are deceiving ourselves. Nor, as 
Mr English so rightly says, will either the Revenue or 
the trouble-makers bother overmuch to disillusion us. 
« Incidentally, an odd position arises versus the 
Revenue in that if, due to inflation, a company 
sells an asset for more than cost, a tax-free ‘capital 
profit’ arises; while if it keeps it to wear out (and 
therefore in effect sells it by instalments) the whole 
of the profit is taxable. Yours faithfully, 
J. 


New Malden, Surrey. F. JUPP. 


Estate Duty and Family Businesses 
Sir, — I am rather surprised to find in paragraph 7 of 
_dhe report on Statistical Investigation by the Board of 
Inland Revenue, a suggestion that it may be possible 
on death for estate duty to be paid by means of a loan 
from the company itself. This report was carried out 
by the Inland Revenue, who would be aware of all 
aspects of taxation, and such a suggestion seems to 
ignore completely the penal effect of profits tax on 
distributed. profits and of direction under Section 21 
of the Finance Act, 1922. 

I should be interested to learn whether other 
members feel that this suggestion of the Board of 
Inland Revenue represents a new policy. 

Yours faithfully, 

« Birmingham, 3. G. M. SHERWOOD. 
[The Board of Inland Revenue say that the 
sentence in the paragraph in question is merely a 
statement of how in fact money may be found to pay 
the duty. It has no implications regarding the treat- 
ment, for profits tax purposes, of loans to its members 
by a director-controlled company, which are, of course, 
governed by the provisions of Section 36, Finance 
Act, 1947. — Editor.] 


Income Tax and Social Security 

Sir, — With reference to the leading article in the 
issue of June 30th in which it was mentioned that 
Lady Rhys-Williams was the originator of the idea 
of linking income-tax with social security payments 
and contributions, may I say that in 1941 I was 
engaged in research into the simplification of taxation 

cluding the linking of social security with taxation 
“and on November 24th, 1942, one week before the 
Beveridge Report on social security was published, 
a memorandum was sent to the then Chancellor of 
the Exchequer. 

The ‘Hollamby Taxation Scheme’ dealt in particu- 
lar with two aspects of the simplification of taxation, 
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ie. trading profits by the apportionment on a time 
basis of the profits of the accounting periods to cover 
the tax year to April sth, amended to March 31st; and 
for individual taxation: (i) income-tax at a flat rate, 
(ii) payment through the Post Office and /or bankers of 
(a) income-tax allowances and reliefs and (b) national 
insurance benefits and grants. 

Yours faithfully, 

A. HOLLAMBY ROBINSON. 
Chesham, Bucks. 


Private Companies and Sur-tax 
Sir, — I was interested in Mr Ross’s letter under the 
above heading in your issue of July 28th, as I had 
already voiced a protest against the anomaly to which 
he draws attention, in a letter headed ‘Profits tax and 
Section 21, Finance Act, 1922’ published by you on 
January 28th, 1950, over the nom de plume ‘Fair Play’. 
With reference to Mr Ross’s last paragraph he may 
be interested to know that I have a letter from an 
Inspector of Taxes kindly informing me that 
‘it is not obligatory on the Special Commissioners 
to apply Section 21 and there is no provision for a 
taxpayer to elect for such an apportionment’. 


Section 21 cannot therefore be used to save tax and 


it would be interesting to hear from practitioners 
whether in fact any Section 21 assessments have been 
made in recent years. 

Yours faithfully, 


London, W1. JOHN R. WARD. 


The Qualified Accountant in Industry 


Sır, — I was interested in the letter from my well- 
known namesake, Mr T. G. Rose, published in your 
issue of July 21st, and I am sure that he is right in 
his view that the present training for professional 
examinations is not in itself sufficient to produce good 
industrial accountants. However, I do not think that 
his proposals, useful as they are, will fill the bill. 
The essential requirement is practical experience. 

The newly-qualified professional accountant, 
straight from his text-books and flushed with 
examination success, would be quite lost if dumped 
straight into a medium or large industrial undertaking 
and given control of either the wages department, the 
cost office, or the accounts: department. Mechaniza- 
tion would leave him groggy, and he would not have 
much idea of staff control and labour relations, 
organization and methods, budgetary control, or a 
host of other practical considerations. Without real 
practical knowledge of such matters, it is idle to talk 
of ‘management accounting’ or attempt the speedy 
preparation of monthly accounts. If it takes five years 
to produce a qualified professional accountant, then 
in my opinion it takes an additional 3-5 years’ 
training in industry to produce an adequately-trained 
industrial accountant. 

Theoretical and book training in these subjects 
are, of course, of some use, and to that extent Mr 
T. G. Rose’s proposals are good; but without practical 
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experience, such learning would be almost worse than 

useless. The quickest and best way for a qualified 

professional accountant to learn industrial accountancy 

is the same way as to learn to swim — plunge in the 

deep end and find your own way out. There is 

absolutely no substitute for sound practical experience. 
Yours faithfully, 

Ilford, Essex. J. ROSE, a.c.a. 
Sir, — My attention has been drawn to Sir Harold 
Howitt’s Cantor Lecture on ‘Training for accoun- 
tancy’ which was published in your issue of August 
rith. May I say that I think you have done a great 
service to the profession in giving publicity to Sir 
Harold’s lecture, as it presents an admirably clear 
and unprejudiced statement as to the present training 
of those who enter the profession. 

It will be noted that Sir Harold recognizes two 
main branches in accountancy: (a) accountants in 
public practice, and (b) accountants engaged in 
industry, etc., and it is clear from the figures that he 
gives that the second group — if we include in it those 
accountants who have not taken the examinations of 
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the bodies he mertions — must be much larger than. 
the first. At the conclusion of his paper Sir Harold 
suggests that if the professional accountant is to- 
‘keep abreast of the requirements of industry in 
matters such as management, costing, financial 
forecasting, etc.’, he should specialize in them after 
taking his ordinary accountancy qualification. This 
amounts to the proposal contained in my letcer to 
you which you published in your issue of July 21st, 
but I should like to make it clear that I had not read 
Sir Harold’s Cantor Lecture at the time I made the 
suggestion. 

I would support Sir Harold’s contention that the, 4 
qualified professional accountant would find it 
comparatively simple to build on the foundation 
which he has already acquired, the additional 
technique that he should possess to deal with 
monthly accountarcy from the management stand- 
point. The difficulty lies in the fact that at the present 
time no specific recommendations exist. as to what 
that technique should be. 

Yours faithfully, | 
T. G ROSE. | 
k 3] 


CH 


London, NW8. 


This subject index of books recently added to the library of The Institute of 


Chartered Accountants in England and Wales is supplementary to that published 
in ‘The Accountant’ dated May 19th, 1951, and to the library’s ‘Short List’ dated 
June 1950. Copies of the latter may be obtained gratis from the Librarian, 


Accountancy: The accounting vista- company. and 
national, by Sir F. J. Alban (Chartered Institute of 
Secretaries), 1950. (Presented.) Accountancy and cost 
accountancy; a detailed description of qualifications, 
training and prospects of employment (Ministry of 
Labour. Careers for men and women series, 1). (1951. 
(H.M.S.O. 4d). : 

ACCOUNTANCY. EXAMINATION PAPERS: Specimen answers to 
the questions set at the Chartered Intermediate examina- 
tion, November r950, with copies of the questions. 

` (Study Services Ltd), 1951. (Study Services, 6s). 

ACCOUNTING: Accounting, part 1, by S. W. Rowland arid- 
B. Magee. 5th edition, 1949. (Gee, 15s.) Accounting 
techniques used in published corporate annual reports. 
Third annual survey by the research department, 
American Institute of Accountants, of current practice 
of more than 525 large American corporations. New 
York, 1949. (A.LA., $10.) Accounting trends and’ 
techniques in published corporate annual reports. 
4th annual cumulative survey of the accounting aspects 
of 525 corporate annual reports, 1949 to 1950. Prepared 
by the Research Department, American Institute of 
Accountants, New York, 1950. (ALA, $10.) Advanced 
accounting, by R. K. Yorston, E. B. Smyth, S. R. Brown. 
and edition, 3 volumes. Sydney, 1949—50. The structure , 
of industrial accounts, by K. W. Bevan, a.c.a. (Society of 
Incorporated Accountants.) (Typescript.), 1950. (Pre- 
sented.) Studies in accounting, edited on behalf of the 
Association of University Teachers of Accounting, by 
W. T. Baxter, 1950. (Sweet & Maxwell, 23s 6d.) The 

, accounting mission, by F, S. Bray, ¥F.c.a., Carlton, 
Victoria, 1951. (Presented.) Fundamentals of accounting, 
by H. H. Wade. 3rd edition. New York, 1951. (Chapman 
& Hall Ltd, London, 38s.) Specialized accounting sys- 
tems, including construction and installation, by H. H. 
Bailey, 2nd edition. New York, 1951. (Chapman & Hall 
Led, London, 48s). . 


ADVERTISING: Advertising — a tool for management (British | 
Institute of Management. Marketing and Sales Manage- 
ment series, 1), 1950. (B.I.M., 2s 6d.) Lane’s Advertising 
administration; principles and practice. 2nd edition, by 
N. T. Sandbrook. 1951. (Butterworth, 15s). 

ARCHITECTS’ ACCOUNTS: Instructions: standardized account- 

` ing for architects (American Institute of Architects). 
Washington, D.C., 1949. r 

AUDITING: Auditing theory and practice, by R. A. Irish.’ 
Sydney, 1948. Audit working papers, by M. E. Peloubet. 
New York, 1949. (McGraw-Hill, 72s 6d.) The auditor’s 
report: its evolution in the U.S.A., by G. Cochrane, - 
F.C.A. (Institute of Chartered Accountants in England and 
Wales. Summer Course, 1950.) 1950. Audits by Certified 
Public Accountarts, their nature and significance 
(American Institute of Accountants). New York, 1950. 
(A.LA., 50 cents.) Notes for audit staff, by C. H. S. 
Lewis, F.c.A. and edition. 1950. (Gee, 8s 6d.) A summary 
of auditing case law, by E M. Taylor, F.c.a. 6th edition. 
1950. (Textbooks, 7s 6d.) Auditing practice, by R. R. 
Coomber. 1951. (Macdonald & Evans, 21s.) Audits by 
Certified Public Accountants (translated into Greek, by 
J. L. Chryssochon). Athenai, 1951. (Presented). SS 


Bakers: Modern management for bakers and confectioners, 
book 2, by E. V. Amsdon and H. E. Turner. 1951. (Trade 
Technical Services, ros 6d). 

BANKING: Modern berking, by R. S. Sayers. 3rd edition. 
Oxford, r951. (O.U.P., 17s 6d). £ 

Bankruptcy: Examinztion questions on bankruptcy andr- 
deeds of arrangements together with answers thereto, by 
R. Byrne, a.c:a. ard edition. Woking, 1948. (Students’ 
Publications, 5s.) Insolvency practice, by J. Snaith. 
1950. (Gee, 25s.) Ranking, Spicer, and Pegler’s the rights 
and duties of liqu:éators, trustees, and receivers. 21st 
edition, by H. A. R. J. Wilson and R. D- Penfold. 1951. 
(H.F.L., 215). = : à 
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NOTES AND NOTICES 


piss 
' The Institute of Chartered Accountants in 
England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on August 1st, 1951, who com- 
pleted their Fellowship or Membership before 
August 14th, 1951. 


Associates elected Fellows 


Barlow, Robert; 1937, A.C.A.; (Toy, Campbell & Barlow), ` 


« 40 Duke Street, Chelmsford, and at Maldon. 

Black, Kenneth MacNeill; 1936, A.C.A.; (Mills & Black), 
Imperial. Chambers, Dale Road, Matlock, and at 
Bakewell. 

Brown, George Robert; 1911, A.C.A.; (Sissons, Platt & Co), 
Mazda Buildings, Campo Lane, Sheffield, 1. ` 

Chapman, Walter Brown, M.B.E.; 1939, A.C.A.; (H. Waissen 
Wilson & Co), 20 Copthall Avenue, London, EC2, and 
at Brighton, Henfield and Spalding. 

Coombes, Geoffrey John; 1936, A.C.A.; (Edmonds & Co), 
32 Holyrood Street, Newport, Isle of Wight, and at Ryde, 
Shanklin and Ventnor, 

Culshaw, Laurence John; 1931, A.C.A.; (*Deloitte, Plender, 

rt Griffiths & Co), 5 London Wall Buildings, Finsbury 
Circus, London, EC2; (for other towns see *Deloitte, 
‘Plender, Griffiths & Co and *Deloitte, Plender, Griffiths, 
" Annan & Co). 

Eltringham, Joseph Harold, T.D., B.com.; 1938, A.C.A; 
(*Alsop & Eltringham), 22 Duke ‘Street, Darlington. 

Grant, Peter Graham; 1938, A.C.A.; (Cole, Dickin & Hills), 
16 Southgate, Sleaford, and at Grimsby. 

‘Hope, Wilfred; 1929, A. CG A.; (King, Hope & Co), 6 Dove- 
cot Street, Stockton-on-Tees, and at Darlington; 
Northallerton and Richmond, Yorks. 

Hort, Philip William; 1935, A.C.A.; (*Edward Thomas 
Collins & Son), 28 Baldwin Street, Bristol, 1, and at 
Cardiff. ade ` 

Jackson, Stanley Bertram; 1941, A.C.A.; (Cotterill, Kirk, 
Salt & Co), Stock Exchange Buildings, 33 Great Charles 

, Street, Birmingham, 3. 
owe, Arthur Whitaker; 1926, A.C.A.; (William Chadwick 
& Co), 31 Dale Street, Liverpool, 2. 

Mearns, Joseph; 1925, A.C.A.; (Jackson, Pixley & Co), 
Kent House, Telegraph Street, London, EC2. 

Millican, John Neville Bagnall; 1937, A.C.A.; (John Gordon 
Walton & Co), Legal & General Building, 7 South 
Parade, Leeds, 1 

Newman, Eric John, MA: 1940, A.C.A.; (Newman, Biggs 
& Co), 14 Harborne Road, Five Ways, Edgbaston, 
Birmingham, 15. 

Newman, Henry; 1939, A.C.A.; (Lancaster, Newman & 

; Co), Finsbury Pavement House, 120 Moorgate, London, 
2. 

Partridge, Ronald Frank James; 1939, A.C.A.; (lion V. 
Cummings & Co), 33 Market Place, Romford, and at 
Loridon..° 

Prior,. Ralph Frederick; 1936, A.C.A.; (*Prior &-Palmer), 
General Buildings, Bridlesmith Gate, Nottingham. 

Sherwood, Sidney; 1946, A.C.A.; (S. Sherwood & Co), 30 
Addiscombe Grove, East Croydon, Surrey. 

Smith, Norman Webster; 1938, A.C.A.; (“Edwin Hubbard 

a & Co), Cromwell House, 6-9 Surrey Street, Strand, 
London, WC2. 

Tabbernor, Alan. William Stewart; 1923, A.C.A.; (Jackson, 

` ray & Co), Kent House, Telegraph Street, London, 

2. : : 





* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 


Wilks, Geoffrey Walford, rn: 1928, A.C.A.; (*Whinney, 
Smith & Whinney), 4B Frederick’s Place, Old Jewry, 
London, EC2; (for other towns see *Whinney, Murray 
& Co, *Whinney, Murray, Baguley & Co, and *Whinney, 
Smith & Whinney). 

(Not in England or Wales) 

Murphy, George Arrowsmith; 1926, A.C.A.; (Turquand, 
Youngs & Co), P.O. Box 148, Penang, and at Singapore, 
Kuala Lumpur, Ipoh and Jesselton (North Borneo). 

Vachha, Home Jamshedji, B.A.; 1935, A.C.A; (FA. F. 
Ferguson & Co), Allahabad Bank Building, Apollo Street, 
Fort, Bombay, and at Karachi, Lahore, New Delhi and 
Rawalpindi. 

Admitted as Associates 
(Not in Practice) 


Brown, Stanley George, with Blackburns, Robson, Coates 
& Co, 59 New Cavendish Street, London, Wi, 

Mullens, Peter Arthur Glanville, B.A., with *Deloitte, 

` Plender, Griffiths & Co, Midland Bank Chambers, 97 
Bute Street, Cardiff. 

Orchard, Geoffrey Ross, B.A., with Armistead & Hylton, 
ro East Parade, Leeds, 1 


Former Member readmitted to Membership 


Lull, Jag Mohan, director, Imperial Chemical Industries 
(India) Ltd, 18 Strand Road, Calcutta, 


DISCIPLINARY. COMMITTEE 

Finding and decision of the. Disciplinary Com- 

mittee of the Council of the Institute appointed 

~ pursuant to bye-law 103 of the bye-laws appended 

‘to the Supplemental Royal Charter of December 

‘21st, 1948, at a hearing held on Fuly 4th, oer, 

A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that four 
members of the Institute, in partnership together, 
had been guilty of an act or acts discreditable to a 
public accountant or a member of the Institute 
within the meaning of Section 21, subsection (3) of 
the Royal Charter, in that they ‘had éirculated or 
caused or allowed to be circulated letters in terms 
capable of construction as advertising their business 
or soliciting new business to companies, firms or 
persons with whom they had no association in matters 
of a professional character, and in particular to a 
named limited company for whom they did not ‘act 
in a professional capacity and with whom they had 
no professional relationship, so as to render them- 
selves liable to exclusion or suspension from member- 
ship of the Institute. 

The Committee found that the formal complaint 
was not proved against two of the partners.. The 
Committee found that the complaint was proved 
against the other two partners and it was decided 
that they be reprimanded and admonished respec- 
tively. It was further decided that there existed 
special circumstances which justified the omission 
of any names from the publication of the finding 
and decision. 

Note. — The letters which were the subject of the 
above complaint were.sent by the firm to members of 


166 


a trade association of which the firm were secretaries. 
The letters were printed on the firm’s notepaper 
and gave particulars of a change in the constitution 
of the firm and a change of address of an office of 
the firm in another town. 


APPEAL COMMITTEE 

Finding and decision of the Appeal Committee of 

the Council of the Institute appointed pursuant to 

bye-law 108 of the bye-laws appended to the 

Supplementary Royal Charter of December 21st, 

1948, at a hearing held on Fuly sth, 1951. 
The Appeal Committee heard an appeal against the 
finding and decision of the Disciplmary Committee 
of the Council upon the following formal complaints 
preferred by the Investigation Committee of the 
Council to the Disciplinary Committee: 

That William Evan Harries, A.C.A., has been 
guilty of acts or defaults discreditable to a member 
of the Institute within the meaning of Section 21, 
subsection (3) of the Royal Charter, in that (a) on 
the 17th day of December, 1947, while excludéd 
from membership of the Institute he signed a 
balance sheet using the designation chartered 
accountant; and (b) having acted in a professional 
capacity in relation to the affairs of a farmer, he 
refused or neglected, despite repeated requests, to 
answer letters or return books and records to 
enable accounts to be produced, so as to render 
himself liable to exclusion or suspension from 
membership of the Institute. 

Having considered the record of the evidence 
given before and documents produced to the 
Disciplinary Committee and having heard further 
representations by Mr William Evan Harries in 
mitigation of the decision of the Disciplinary Com- 
mittee to exclude him from membership of the 
Institute, the Appeal Committee affirmed the finding 
and decision of the Disciplinary Committee that the 
formal complaints against Mr William Evan Harries 
had been proved both under headings (a) and (b) and 
that Mr William Evan Harries, of Priory House, 
Leominster, Herefordshire, be excluded from mem- 
bership of the Institute. 


Personal 


Mr W. H. W. GREENSLADE, F.C.A., practising ‘as 
GREENSLADE & Co, Chartered Accountants, of 
297-302 Dashwood House, Old Broad Street, 


London, EC2, and Drapery Buildings, The Drapery, 
Northampton, announces that he has taken into 
partnership Mr R. S. WALDRON, A.C.A., who has been 
a member of his staff for some years. The name of the 
firm will remain unchanged. 
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Messrs HILL, WooLpRIDGE & ‘Co, Chartered 
Accountants, of 27-28 Finsbury Square, EC2, and 
107 Hindes Road, Harrow, Middlesex, announce 


that Mr J. M. HILL, F.C.A., retired from the partnert” 


ship on August 13th on accepting an appointment 
with Gresham Trust Ltd, Basildon House, Moorgate, 


ECz. The firm name will remain unchanged, and the 


partnership business will continue to be carried on 
by the remaining partners, Messrs W. E. WOOLDRIDGE, 
F.c.A., J. C. HEATH, F.C.A., A.c.1.8., and N. WooL- 
DRIDGE, F.C.A. f 
Obituary 
WALTER PARKER ROCKE, F.C.A. 


We have learned with regret of the death of Mrs 


Walter Parker Rocke, F.c.a., at the age of 82 years. 
Mr Rocke joined the staff of Price Waterhouse & 
Co in November 1897. He became a par-ner in 1922, 
on being admitted an Associate of the Institute, and 
was elected a Fellow of the Institute in 1927. 
Mr Rocke retired in 1939 after forty-two years 
with the firm. 


Chartered Accountant Succeeds to Scottish 
Chiefship 

Captain Alexander Somerled Angus 
Macdonald of the Isles, M.C., B.A., A.C.A., has suc- 
ceeded to the chiefship and baronetcy of Sleat, upon 
the recent death of his father, Sir Godfrey Middleton 
Bosville Macdonald of the Isles, BT., M.B.E. Captain 
Alexander Macdonald, who becomes the twenty- 
third Chief of Sleat, was born in November 1917 
and served in the Second World War with the 
East Yorkshire Regiment. He was admitted an 
Associate of the Institute in 1947 and is a member of 
the firm of Price Waterhouse & Co. 


Double Taxation Relief: France 


The double taxation relief convention with Francë ` 


relating to taxes on income was ratified on July 3oth, 
and has now been published as the Schedule to an 


Order in Council numbered S.I. 1951, No. 1388 4 


(H.M.S.O. 6d net). 


Income Tax: Double Taxation 
Double taxation arrangements between the United 
Kingdom and Kenya, Tanganyika, Uganda -and 
Zanzibar have been published as Schedules to 
draft Orders in Council. The arrangements require 
the approval of Parliament and the enactment of 


| 


Bosvill 





legislation in the territories concerned before they - 


can come into force. They are identical in terms and 
follow the same general pattern as arrangements with 
other colonies. 
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JOHN FOORD & COMPANY 
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OF WORKS, FACTORIES, 


Etc. 
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Stock Exchange Visitors 


The experiment, of opening the London Stock 

-+Exchange to the general public on Saturday mornings 
between 10 a.m. and 12 noon has been so successful 
(since it started in May last) that the Stock Exchange 
Council has decided to keep it going throughout 
August. At the end-of the month, a further decision 
will be taken whether it should continue to be open 
for the remainder of the Festival. 

Visitors to the ‘House’ have numbered several 
thousands already ~a .fact which surprised the 
members of the Council. Among them have been 

ebanking and accounting officials, students, school 
parties and many Festival visitors from London, the 
provinces and all parts of the world. 


The Birmingham Chartered Accountant 
Students’ Society 
WEEK-END RESIDENTIAL COURSE 


The pleasant surroundings of a large country house 
at Ashorne Hill, near Leamington Spa, in addition 
to an interesting programme, made the three-day 
residential course held last autumn a real success. So 
“and District Society of Chartered Accountants and 
the Birmingham Chartered Accountant Students’ 
Society has arranged a similar course for Final and 
Intermediate students to take place again at Ashorne 
Hill during the week-end of October rath to erh, 
The lecturers this year will be: Messrs Harry Norris, 
A.C.A, F. Clive de Paula, T.D., A.C.A., A.C.W.A., 
W. H. A Sutton, B.A., N. S. Price, B.A., T. C. Thomas, 
M.A., LL.B., and D. E. Wilde, LL.B., GAR 
Although intended primarily for students sitting 
for the November 1951 and May 1952 examinations, 
the course is open to any student wishing to attend 
_ and applications for enrolment should be received by 
Mr E Hemsoll, wc, at the Chartered Accountants’ 
Library, Eden Place Chambers, 71 Edmund Street, 
Birmingham, 3, not later than the end of August. 


SATURDAY MORNING LECTURE SERIES 

A course of lectures on Saturday mornings extending 

from September 22nd until May 17th of next year, 

has been arranged for articled clerks preparing for 

both the Final and Intermediate examinations, by 

the joint committee of the Senior and Students’ 
Societies. ` 

A newly articled clerk enrolling for these lectures 

pays an overall fee of £10 ros od which entitles him 

` to attend all lectures until he has passed his Final 


examination. Applications for forms of enrolment . 


should be made to the Clerk to the Committee at 
71 Edmund Street, Birmingham. 
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Recent Publications 


A DIGEST op THE Law or AGENCY, by William Bowstead, 
Barrister-at-Law. Eleventh Edition by Peter Allsop, M.A., 
Barrister-at-Law, Ixxxiv+351 pp. 10x64. 50s net. 
Sweet & Maxwell Ltd, London. . ; 

TEACH YOURSELF MANAGEMENT, by. M. Gilbert Frost, 
A.C.C.S., M.LW.M., M.LP.M., A.M.LLA., A.C.W.A. viit- 197 
pp. 7X4}. 6s net. The English Universities Press Ltd, 
London. : 

SPECIMEN ANSWERS TO THE QUESTIONS SET AT THE CHAR- 
TERED INTERMEDIATE EXAMINATION, May 1951, with 
COPIES OF THE QUESTIONS. 6s net. Study Services Ltd, 
London. - 


SEVENTY-FIVE YEARS AGO 
From The Accountant or Aucust 19th, 1876 
Extract from ‘Notes in Passing’ 
` Touting 

Last week, in commenting upon a letter which has 
recently appeared in a legal contemporary, we took 
occasion to remark on the unfairness of attacking a 
profession becauses of the malpractices of certain of 
its members. One of the legal journals is very fond 
of making spiteful allusions to what it terms ‘touting 
accountants’; we, this week, give an instance of 
flagrant touting by a solicitor, not because we admire 
the example set us, but because we think the matter 
too serious to be passed over in silence. A solicitor in 
Middlesbrough, whose name and address we refrain 
from publishing, has recently issued: a circular, the 
substance of which we print in another place. It is 
the most remarkable piece of professional chicanery 
we have met with for a long time past; and we are 
quite sure all respectable members of the legal pro- 
fession will condemn and repudiate it and its per- 
petrator quite as sincerely as we should do were the 
transgressor an accountant. It will be observed that 
not only does the author of the circular puff himself 
on every available opportunity, but gives -advice 
which looks very like an offer to aid debtors in 
defrauding their creditors. 


A 





TAXATION REPORT 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee & Co (Publishers) Ltd, in callabor- 
ation with Taxation Publishing Co Ltd, have the following advantages: 
Reports of every English case are posted to subscribers as soon as posstble 
after the transcript of his judgment has been approved by the Judge and Is 
available Ak EVERY income-tax, E.P.T., profits tax, stamp duty and death 
duty Judgment In the English and Scottish Courts [s reported Ak The reports 
are accredited for citation in Court, and are prepared by Mr N. E Mustoe, 
M.A., LL.B., Barrister-at-Law, and formerly of the Solicitor’s Department of 
Inland Revenue Ak The reports include full reports of the judgments with 
detailed head-notes y%& A title and subject index is provided at the end of 
the year on completion of each volume. 


Annual Subscription 30/- post free 


GEE & COMPANY (PUBLISHERS) LIMITED 
27-28 BASINGHALL STREET, LONDON, ECH ` ` MONARCH 5347-8 
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OFFICIAL NOTICES 


Wales Gas Board ` ` 


CHIEF Accountant’s DEPARTMENT 
Temporary APPOINTMENT OF INcomE Tax AssIsTANT 


Applications are invited from retired Inspectors of Taxes, oF 
other persoris who have had extensive experience of the prepara- 


. tion of income-tax computations, for a temporary post in the 


Chief Accountant’s Department. , . 

The person’ appointed will be required`to prepare or examine 
outstanding tax computations for gas undertakings ‘in Wales in 
respect of periods prior to nationalization for final agreement with 
H.M. Inspectors of Taxes, to calculate the aggregate amount of 
capital allowances.carried forward at vesting date for the benefit 
of the Board, and-to: prepare the tax computations of the Board 
for periods subsequent to vesting date... = , - - 

He may also be required to assist. generally in the work of the 
department, including the- preparation of information for the 
Board’s rating advisers, but experience in valuation for rating is 
not essential, bd g 

Applications, furnishing personal details giving the names of 
two referees and stating the salary required, should reach the 
undersigned not later than August 31st, 1951. 

d Ca Ç. B. Mawer, 

1-2 Windsor Place, Secretary, 

Cardiff. ` 











Crown Agents for the Colonies 


ACCOUNTANT required by the Government of Kenya for the 
Accountant-General’s Department on probation for admission 
to the permanent establishment. Salary, including allowances, 
according to age and experience, in the scale £635 a year rising 
to £1,354 a year. Outfit allowance £30. Free passages for the 
officer and wife and assistance towards the cost of children’s 
passages. Liberal leave on full salary after a tour of 40 to 48 
months. Local government pension rights can be preserved. 
Candidates must be members of one of the recognized bodies of 
professional accountants. . 

Apply at once by letter, stating age, full-names in block letters, 
and full particulars of qualifications and experience, and mention- 
ing this paper, to the Crown Agents for the Colonies, 4 Millbank, 
London, SW1, quoting M/28789/C on both letter and envelope. 
The Crown Agents cannot undertake to acknowledge all applica- 
tions and will communicate only with applicants selected for 
further consideration. 








The Milk Marketing Board have a few vacancies for qualified 


Accountants on their Travelling Audit Staff in various parts of . 


England and Wales. The work is primarily of an investigational 
nature. Commencing salary dependent upon qualifications and 
experience, but would probably be between £500 and £600 per 
annum, with further increments in accordance with an agreed 
scale. Subsistence allowance is payable when the auditor is 
working away from home. Superannuation scheme after six 
months’ service, ; : 

Applicants should state whether they wish to work from the 
address from which the application is made or if not, which part 
of the country they prefer. 

Applications, giving full details of age, experience, present 
salary and whether the applicant holds a current driving licence 
should be addressed to the Chief Administrative Officer, Milk 
Marketing Board, Thames Ditton, Surrey. 
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Tre CORPORATION OF CERTIFIED SECRETARIES. — Appointments 
Register for Secretarial and Administrative Staff. Employers 
requiring- Secretaries, Office Managers and Assistants are invited 
to communicate with the Secretary, Secretaries’ Hall, Fitzroy _ 
Square, London, Wr. No fees charged. "E 








‘Urwick, Orr & PARTNERS seek additional staff for the Accountancy 


and Administrative Division of their professional work. as 
CONSULTING SPECIALISTS IN ORGANIZATION AND MANAGEMENT. 
Applicants must satisfy the following requirements: i : 
1. Professional qualification in accountancy. 
2. Some years’ responsiblé executive experience im senior 
industrial appcintments, ya 
3. Knowledge and experience of modern ‘techniques of cos 
_ control. y Sey ad 
A. Sound general education and. wide interest in contemporary 
affairs. e TA ` H ve 
Successful candidates will be trained as Management Con- 
sultants at the company’s own training centre. : Wë 
Applications should be addressed in WRITING to the Company’s 
offices at 7 Park Lane, London, W1, quoting reference C/1047. 





‘A SELECTION OF 


AUTHORITATIVE BOOKS - 


from the lists of Gee & Co (Publishers) Ltd. 





STAPLES ON BACK DUTY. 5th Revised and 
Enlarged Edition (1950). RONALD STAPLES and 
PERCY F. HUGHES. 21/- net, 21/6 post free U.K. 

“ ACCOUNTANCY CAREERS, K. 4. corzs, Re- 
vised by G. E. RADFORD’ (1948). 7/6 net, 7/10 post 
free U.K. eat f 
AUTHORS’ RECORDS AND ACCOUNTS. 
(1948). J. H. BURTON. 10/6 net, 10/21 post frog U.K.. 
AUDITORS. Summary of the Principal Legal. 
Decisions Affecting. 4th Edition (1946). SIR HUGH 
COCKE, A.C.A. 12 /- net, 12/6 post free U.K. 

COST CONTROL IN THE BOOT AND SHOE 
INDUSTRY. ist Edition (1950), RUSSELL J. CLARK. ~ 
12/6 net, 13/- post free U.K. : 
COST AND FINANCIAL ACCOUNTS AND 
THEIR RECONCILIATION. New and enlarged 
2nd Edition (1947). W. BELL. 30/- net, 30/10 post 
free U.K. . . 
DEVELOPMENTS IN GOST ACCOUNTING. 
lst Edition (1947). INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES, 8/6 net, 
8/11 post free U.K. 

COMMERCIAL GOODWILL. 4th Edition (1948). 
P. D. LEAKE. 17,6 net, 18/4 post free U.K. . 


GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL ST, LONDON, EC? ~ 











VYVYY 


ROYAL EXCHANGE 


INCORPORATED A.D. 1720 
Hran Orrice: ROYAL EXCHANGE, Lonnon. Branches throughout the Country. 


ASSURANCE : 





Accountants are , 
invited to apply for the 
Corporation’s Agency. ` 








The Accountant 


AUGUST 25TH Ion 


CONTENTS 


Leading Articles 
. The Finance Act, 1951 


Accounting Terms and 
Concepts 


Tax Treatment of Retire- 
ment Benefits 


Special Articles 
Goodwill — IT 
by Angus MacBeath, C.A., 
A.C.W.A, 


Page 


169 ` 


IJI 


172 


173 


Monthly Reports on Net` 


Margin 
by Tan Liddington, M.C., 
A.C.A. 3 


Weekly Notes 
» Cost Accountants’ Examin- 
d ations — Free-of-tax Prefer- 


176 


ence Dividends - C I C and ' 


Hire Purchase Capital - 
Smaller Trade Gap — Steel 
Controlled Again ~ Higher 
Shipping Freights — Finance 
for Sulphuric Acid Plant — 
Higher Retail Sales 


Reviews 


Finance and Commerce 
Edgar Allen & Co Ltd - 
Lewis Berger & Sons Ltd — 
London and Westcliff Pro- 
perties Ltd f 


{Correspondence 

‘Wet Water’ — The Qualified 
Accountant in Industry — 
Speed in Production of 
Monthly Accounts — Indian 
Income Tax — Orthodox 
Profits — Quoted and Un- 
quoted Investments 


Current Law ` 


The Institute of Cost and 

Works Accountants 
Results of June 1951 Exam- 
inations 


Student Accountants at 
Cricket 


Holiday Crossword ~ IE 
_ by F. Rose, A.C.A. 


Notes and Notices 
Personal — National Insur- 
ance — Belfast Society of 
Chartered Accountants — 
Institute of Internal Auditors 
New York — Hero of Book- 
keeping — Recent Publica- 
tions — Our Contemporaries 
— Seventy-five Years Ago 


178 


180 


182, 


185 
186 


188 
190 


190 


Tor 


ESTABLISHED 1874. 
VOL. CXXV NO. 400} 


THE FINANCE ACT, 1951 


referred to the object and effect of most of the new provisions 
and to the main arguments which were advanced from both 
sides of the House. Where points of principle were involved, we 


| out articles on the Finance Bill and the debates, we have 


‘also dealt, though in less detail, with clauses and amendments 


which were proposed but which did not find their way to the 


Statute Book. 


The purpose of this last short series of articles is to summarize 
the Act in its final foim. 


Income Tax Rates and Allowances S 


Sections 16 and- 17 raise the. standard rate ep income-tax Ste 
gs to gs 6d in the £. A corresponding reduction is made in the 
highest rate of sur-tax so that the combined rates cannot exceed 
19s 6d in the £; but this maximum operates at £15,000 instead 
of at £20,000 as'formerly. ` 

The reduced rate relief has been altered so that the first £50 
is taxable at 3s in the £ instead of 2s 6d, and the next £200 at 
5s 6d instead of 5s (Section 18 (1)). A consequential amendment 
has been made to Section 19 (2) of the Finance Act, 1935, and the 
amount of tax payable by persons with incomes between -£135 
and {£160 is now limited to three-tenths of the excess over £135 
instead of to quarter of such excess (Section 18 (5)). For 
P.A.Y.E. p the new rates came into effect as from May 
25th, 1951 Tey 16 (3)). 

The incfo! eSost of living has been recognized by changes 
in some of the allowances. The married man’s allowance has been 
raised from. £180 to {190 and the child allowance from {£60 to 
£70, with a corresponding increase of Zo in the maximum 
income permissible for the child (Section 18 (2) (3)). 

The limits on the dependent relative allowance are similarly 
raised; the full deduction of £50 may be granted where the 
relative’s income does not exceed {£80 (instead of £70) and is 
reduced by £1 for each £1 of income in excess of £80 (Section 
18 (4)). 

The proviso to Section 27 (2) of the Finance Act, 1946, which 
prevented certain benefits payable under the National Insurance 
Act from being treated as earned income for the purposes of the 
additional personal allowance has been amended; it no longer 
applies to a pension payable to a wife by virtue of her own 
insurance (Section 19). 








Initial Allowances 


Section 20 provides for the temporary suspension of the initial 
allowances given by Parts I, II and III of the Income Tax Act, 
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1945. Subject to an exception recognizing the 
special position of shipping, initial allowances 
will not be given in respect of expenditure 
incurred on or after April 6th, 1952, and before 
a date to be determined by Parliament hereafter. 
The suspension does not, however, apply to 
expenditure on ships provided for the purposes 
of a trade which were actually under construction 
for persons carrying on or about to carry on that 
trade on April roth, 1951, or where a contract 
for the construction of the ship or its engines 
had been entered into by such persons by that 
date. The proviso to subsection (2) ensures that 
the making of an election under Rule 11 of the 
Case I and II Rules does not prejudice this 
exception. 


Cases III, IV and V 


‘The case of Goodlass, Wall and Lead Industries 
Ltd v. Atkinson (29 ATC 164) demonstrated 
that the provisions dealing with assessment under 
Cases III, IV and V of Schedule D were both 
` obscure and, from the point of view of the 
Revenue, defective. The respondents had held 
shares in various foreign companies, and had 
received dividends thereon for several years prior 
to 1942-43. In the case of one company, how- 
ever, the first dividend was received and was 
‘assessed in that year. The respondents cqg- 
tended that the phrase ‘in any year of assessme 

in proviso (ii) to Section 30 of the Finance A 

1926, referred only to the year of assessment un 

consideration and that, as the shares had been 
purchased a number of years previously, no new 
source was acquired in 1942-43; a preceding year 
basis therefore applied and assessment in 1942-43 
was not competent. The House of Lords, revers- 
ing the Court of Appeal, upheld their contention. 

The practical effect of this decision was that 
in many cases a year’s income might escape 
assessment altogether. 

Section 21 deals with this by replacing proviso 
(ii) to Section 30 of the Finance Act, 1926, by 
a new subsection which bases the assessment on 
the time when income arises rather than on when 
the source was first acquired. The rules relating 
to additions to a source and additional sources 
are therefore now the same as those which apply 
to first assessments. 

The section applies to assessments under 

Cases III, IV and V of Schedule D, including 
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assessments on a remittance basis, but does not 


apply where the income or profits first arose , ; 


before April 6th, 1951. 


Miscellaneous Income Tax Provisions 


Section 22 clarifies the operation and extent of 
Rule 7 (1) of the Miscellaneous Rules applicable 


to Schedule D which deals with the deduction of > 


United Kingdom income-tax by paying agents. 
No point of principle is, however, involved. ` 


The rule now applies to interest etc. from any sy 


body of persons not resident in the United 


Kingdom, and subsection (2) declares that Rule ... 


7 on the one hand and Rules 19 and 21 on the 
other are mutually exclusive. 


The arrangements which have been entered ` 


into between the Commissioners of Inland 
Revenue and the vast majority of building 


1952-53 by Section 23. The chief point o 





societies are to be given statutory force as a 


significance is that dividends and interest pai 
by the society in respect of shares, deposits or 
loans will be grossed up in the hands of the 
recipient for sur-tax purposes. 

Section 24 exempts from tax sums paid to 
members of the Forces by way of bounty, either 


on their voluntarily undertaking to serve for a 
further period or under the Reserve and Auxiliary - 


Forces (Training) Act, 1951. This exemption 

oes not apply to the normal pay and allowances 

eived by those on the ‘Z’ Reserve who ar 
called up. 

The Post Office Savings Bank, bankers, and 
any other person who in the normal course of 
his business pays or credits interest on deposits 
etc. without deduction of tax may be required 
by Inspectors of Taxes to submit a return of 
such interest for any year specified in the notice 
in Section 27. The section only applies to interest 
paid or credited after April 6th, 1950, and there 
is a three-year limit on the power to call for a 
return. The return must specify the names and 
addresses of persons entitled to the interest, but 
sums which do not exceed £15 may be omitted. 
Separate novices may be served on branches. 

The section only applies to money received or 


retained in the United Kingdom, and, where the | 


person entitled was not ordinarily resident here, 
any sums paid or credited to him may be omitted 
on request.. 

(To be continued.) 
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‘ACCOUNTING TERMS AND CONCEPTS 


To 


LTHOUGH the function of measuring 
and assessing the results of human 
„endeavour is common to the accountant 
and the economist, their reasons Tor doing so 
differ considerably. The accountant’s loyalties 
lie with the companies and individuals who are 
his clients and his efforts are directed primarily 

` to serving them. The economist, on the other 
hand, works in a more impersonal and compre- 
hensive field and it is the aggregated results of 
a whole industry or an entire community with 
which he is usually concerned. 

It was with d view to obtaining a closer under- 
standing between accountants and economists of 
the principles applied in their respective spheres, 
that The Institute of Chartered Accountants in 

¿England and Wales and the National Institute of 
„Economic and Social Research appointed in 1945 
a joint exploratory committee consisting of three 
members from each body. Its first task was to 
define the more important terms commonly 
used by both accountants and economists and to 
examine the major accounting concepts, and its 

- report thereon has just been published.1 

The committee, first of all, accepted the 
‘elementary principles’ that the double-entry 
technique and the adoption of a receivable- 

‘payable basis are essential in all good accounting, 
and that most of the accounting difficulties of 
both accountants and economists ‘arise ‘because, 
the process of production being continuous, the 
complete record of a cycle of operations cannot 
‘be contained in any one set of financial accounts 
covering the arbitrary period of a year. There- 
after, it attempted to formulate a ‘basic account- 
ing structure’<for manufacturing and trading 
companies, consisting of a profit and loss account, 
divided into operating, non-operating and appro- 
priation sections; a balance sheet; and a capital 
‘reconciliation statement showing the increases 
and/or decreases in the assets and liabilities and 
the equity during the period covered by the 

„Accounts. It also defined, at this stage, the terms 
used in ordinary accounting practice to ensure 
that the consideration of accounting concepts 
should not be clouded by logomachy. 


1 Some Accounting Terms and Concepts, Cambridge 
University Press. 3s. 


As a result of this preliminary clarification, the 
committee was able, in the section on accounting 
concepts with which the report ends, to dis- 
tinguish between the difficulties caused by the 
various shades of meaning attached to words by 
accountants and by économists, and those caused 
by differences in fundamental ideas. An example 
of the former is the use of the term ‘capital’, 
which in accounting practice denotes, primarily, 
the proprietors’ share capital in the undertaking, 
whereas the economist uses the term to mean the 
store of the undertaking’s physical assets, such as 
plant and stocks, which are capable of productive 
power, independent of any financial claims which 
may be associated with them. 

» Provided that the terminology of the one 
profession is understood by the other, these 
verbal difficulties may be overcome, but, language 
apart, the apparently irreconcilable cleavage of 
opinion between accountants and economists on 


-certain fundamental accounting concepts, as the ` 


committee frankly admits, still remains. The chief 
of these, as is already well known, are the princi- 
ples applied in company accounts to the valua- 
tions of fixed assets (and the provision for their 
replacement), and stocks. The economist regards 
profit as the gain arising on a sale after providing 
for the replacement of the goods sold; the principle 
being that goods consumed diminish wealth and 
that no gain can arise until this wealth is replaced. 
The replacement of stocks, therefore, is essential 
to the conservation of real capital. Similarly, 
provision for the replacement of fixed assets at 
current values is a condition precedent to making 
profit. The accountant’s continued adherence to 
the doctrine of preparing accounts on an historical 
cost basis, and allocating a proportion of the 
resultant profits to reserve, to provide for the 
future monetary requirements of the business is 
wholly unacceptable to the economist. 

The two sides of the joint exploratory commit- 
tee have not found it possible to reach agreement 
— ‘not because of any lack of desire on either side 
to accommodate the views of the other, but 
because of differences in the objectives of the 


two groups’. Nevertheless the report will remove . 


many misunderstandings and is worthy of close 
study by all economists and accountants. 
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TAX TREATMENT OF RETIREMENT BENEFITS, 


` Mittarp Tucker Committee was appointed, 
a report had already been submitted to the 
Board of Inland Revenue on the subject of the 
tax treatment of retirement’ benefits. under 
employers’ schemes. It was prepared by a joint 
committee which was appointed by the Federa- 
tion, of British Industries, the Association of 
British Chambers of Commerce, the Life. Offices 
Association and the Association of Superannua- 
tion Funds, the appointment being the result of 
the anti-avoidance legislation contained in the 
Finance Act, 1947. All four bodies endorsed the 
main principles of the report, but the last two 
mentioned made reservations on matters of 
detail: 
Following the invitation of the -MILLARD 
Tucker (No. 2) Committee to submit evidente, 
the. Federation of British Industries: formally 


IÈ February: 1948, long before the second 


filed the, report. with the. committee, -together . 


with a supplementary memorandum which con- 
tains additional comments on employee schemes 


and makes suggestions as to-schemes for the self- 


employed and for employees who are precluded 
from joining an employee scheme. 

The report criticizes both the form and the 
content of the present law, stressing the need for 
consolidation and pointing out the anomalies of 
the present system, which is briefly summarized 
in an annexe to thë report. It puts forward the 
broad principle that freedom from taxation should 
be given either to the contributions to a pension 
scheme, ot to the benefits from it, and it inclines 
to the former alternative as being more fair. As 
a corollary, all benefits would be taxable when 
received, including lump sums and the capital 
element in annuities, at least above a certain 
minimum figure. Such a principle would ensure 
that a taxpayer neither paid twice nor escaped 
paying altogether. However, the report excludes 
lump sums paid under endowment policies, or 
on death or disability during service. ae 

: It is recognized that steeply progressive rates 
ct tax complicate the taxing of lump sums, and 
suggestions are made for three classes of case. 
One-tenth of a lump sum paid at retiring age 
would be added to the then incomie to find the 
rate of tax at which it would be chargeable, and 


that rate. would be applied to the wholé lump . 


sum. Of course, such treatment would penalize . 
those who were enjoying a short-lived income at 
retiring age, while benefiting those who acquired 
additional income after retirement. Where a lump 
sum Je paid on resignation or. dismissal «the 
recipient would be allowed to spread it over the ` 
following six years for tax purposes, and, simi-&, 
larly, where the sum is paid in commutation of 
pension rights, before the pension falls due. 
Finally, a lump sum paid in commutation of a 
pension already due would be taxed at the same 
rate as the pension itself — presumably on the 
assumption that the -recipient’s other income 
would continue unchanged. Lump sums applied 
in purchasing future benefits would be exempt. 
Lump sums paid in respect of past service should; 
be allowed, but should be spread forward over a 
number of years. There would, of course, be 
limits on extravegant schemes, say, where the 
pension exceeded two-thirds of the salary (one- 
third for the widow). 
‘The supplementary memorandum suggests 
that, in view of the fact that retirement often 
necessitates some capital outlay, sums received . 
in commutation of pension rights should be 
exempt up to one-quarter of the total value of 
the rights. Voluntary payments by a company,. 
in liquidation should be deductible in arriving 
at its own tax lizbility. Moreover, an employee 
changing his employment should be safeguarded 
against loss of accrued pension rights. 
Dealing with self-employed persons, the 
memorandum recommiends the application of the 
broad principle that income applied in securing 
retirement benefits should be exempt, the result- 
ing benefits being taxed. It proposes somewhat | 
complicated prov-sions as to the upper limit on `, 
allowable contributions; 124 per cent of earned ~ 
income (broadly defined) with an increase ~to 
20 per cent where this will not increase the 
average Io more than 124 per cent, ‘and other 
increases in special cases. The benefit would 
consist of an annuity to the taxpayer and his 
dependants, non-assignable, and commutable 
only to the extent of 25 per cent. The annuity. 
would rank for earned income relief, while thé 
relevant annuity find would be exempt from tax. 
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GOODWILL - II 


by ANGUS MACBEATH, C.A., A.C.W.A. 


In this article are examined some of the important matters which arise in con- 
sidering the value of goodwill and the effect which modern legislation and conditions 
` may have upon it. The first part of the article dealt with general factors which arise, 
including market conditions and the importance of man-power. This second part 
proceeds to the examination ofthe effects’ which government policy and legisla- 
tion may have and of the basis on which the value of goodwill may be calculated. 


GOVERNMENT POLICY | 
« Fiscal Policy i in relation to Customs and 
. Excise Duties 
ERE we- consider Oe artificial positions 
Hes are created by government inter- 
ference in the conditions of trade. 

A business may earn 3 Constant high level of 
profits whose whole foundation rests upon the 
continuation of a protective tariff which: enables 
it to maintain its price level in the home market in 

: the face of all foreign competition. Here a change 

lis fiscal policy may eliminate all profits overnight. 
_. Profits may be increased or decreased by varia- 
tions in the rates of excise duties. The consump- 
tion of beer will possibly rise and fall with.in- 
creases and decreases in the rates of the excise 
duties and this contingency must be considered 
in assessing the value of the goodwill not only of 
a manufacturer of beer, but of bottle manufacture 
and of licensed premises also. 

Even in those instances where the excise duties 
have remained. constant for some years, the con- 
tingency of possible alteration should not be 
overlooked and the trend of current.Government 

Ess and taxation policy SE be a guide in 
this matter. ` S 


Fiscal Policy on Currency Valuation 

The policy of government in relation to the 
valuation of currency is of importance. The 
devaluation of the pound sterling immediately 
places an increased burden of cost on importers 
of goods, which increase they may not be able 
completely to pass on to consumers. On the other 
hand an immediate fillip to the trade of exporters 
should normally arise as their products become 
more attractively priced in export markets. 

- Unusual variations in the profits of a concern 
must therefore be looked at so that if they are due 
to changes ‘in currency valuation, adjustment may 

+ be made in calculating the goodwill value. 


Government Restraint of Trade: Trading 
or Profits 
The government may again affect goodwill valies 
by restraint of trade. Where all purchasing is 


carried through by a government-sponsored 
board — we have examples in cotton, in bulk pur- 
chase of various commodities, and in egg market- 
ing ~ then the tradesman dependent upon a board 
is really at their mercy as regards supplies, and a 
proprietor of a -thriving business could be beg- 
gared by circumstances which he could himself 
control were he allowed to do so. 

Similarly a business will be affected by con- 
trolled margins of profit: changes in margins may 
have serious effect upon the profitability of a 
business and the business itself be unable to do 
BEE about it. 


- Factory Plans 
A factory in a depressed area may have a full 
labour force of satisfactory skill which may be 
lost by the attractions of new factories built under 
a government scheme for the area. 

‘Factory plans by other concerns may also 
affect a business, because new factories in an area 
may force up wage rates for the available labour 
force and attract away skilled -work-people, with a 
consequent fall in quality of product and thus 
pose in turnover. 

-The potentialities for development in: the area 
occupied by a business must therefore be given 
consideration. 


Town and Country Planning 

A new consideration in the life of the community 
has been brought in by the Town and Country 
Planning Act, and the need to pay development 
charges before any new project can be proceeded 
with becomes important. There is also the con- 
sideration that new projects may be refused per- 
mission to proceed and this would reduce any 
goodwill which was inherent in the potentialities 
for expansion in an existing business. 


Rationing and Stockpiling i 
Shortages must always have an effect upon profits. 
The business which bas its turnover cut by a 
period of rationing due to shortages of raw 


materials, usually during or following a war, has 


the right to ask for normal years to be considered 
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in addition to, or in preference to, those affected 
by such restrictions. Similarly, when prices rise 
against a business, due to stockpiling activities, 
the trading account will show a position which is 
by no means one which could be regarded as 
normal and, therefore, a claim may be made to 
have normal years considered. 
' The possible future effects on the profits of a 
business must be taken into account by a pros- 
pective buyer during a period of rationing or 
stockpiling where a goodwill value figure has been 
calculated upon the basis of normal trading years. 


Taxation Policy 
The policy of the Government in connexion with 
current taxation in the form of income-tax, profits 
tax, and excess profits tax, is important. 

Under normal conditions income-taxes should 
not be considered: in relation to goodwill. It is 
advisable to consider profits and rates of interest 
as gross amounts before slicing off the portion 
demanded by the State. 

The methods of application of taxation today, 
however, may have a retrospective effect which 
will affect the value of goodwill, because future net 
profits may be reduced to an excessive extent due 
to additional taxation arising from curtailment of 
allowances or other causes. 

In income-tax, the assessment is based upon 
the profits of the previous year, so that if the profits 
of the year preceding the purchase of a business 
have been above average, the buyer may reason- 
ably expect to have the goodwill value reduced by 
the excess of the tax payable on the profits over 
tax calculated on the average profits of the period 
on which the goodwill value has been calculated. 


Retrospective Adjustment 
Capital allowances give rise to a further possible 
retrospective adjustment because if assets are sold 
at prices in excess of written-down values, tax 
must be paid on so much of the allowances pre- 
viously granted as are recovered in the sale price. 

As an asset valuation will probably be made at 
the time the value of goodwill is considered, it 
seems reasonable to apply the valuation for the 
assets included in the wear and tear computation 
to their value in that computation, and to reduce 
the goodwill value by tax at the current standard 
rate on any resulting balancing charges (after 
deducting any balancing allowances). 

The retrospective complication with profits tax 
arises on the differential rates of tax. When profits 
are distributed they attract the distribution rate 
of tax. In calculating the value of the goodwill of 
a business this continuing liability must be kept 
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in view. The maximum liability can be calculated 
at the dateof the valuation of the business, and the 


treatment of this liability would then require to , 


be settled between buyer and seller on a compro- 
mise basis because a change in taxation policy in 
the future could eliminate the liability partially 
or completely. 

Many excess profits tax cases have not yet been 
settled. The tax ceased on December 31st, 1946, 
therefore the seller of a business would probably 
require to indemnify the buyer against any future 
adjustment of the liability and vice versa. This 
point, however, arises rather in considering the 
liabilities than in considering the value of good- 

Goodwill out of Losses 
A further result of the taxation procedure of the 
present day is the creation of a goodwill value 


where goodwill in the business sense does not - 


exist. This position is caused by the arrangement 


that losses which have been agreed for tax pur- 4 


poses may be carried forward and set off against 
future profits, thus reducing the liability to 
taxation on those future profits. 

The absurd situation thus arises that a business 
which has been able to earn a small profit may 
have a lower realizable value than a business 
which has incurred substantial losses! 

The payment for the right to the tax advantage 
arising from the losses does not acquire a tangible 
asset and must therefore be classified as a special 
type of goodwill payment. Whereas normal good- 
will will be of value to any purchaser, losses 
carried forward for taxation purposes have a; 
saleable value only where the purchaser is satisfied 
of his ability to introduce sufficient profits in the 
future to absorb the losses. 

This will frequently mean that the purchase 
will be made by the holding company of a group: 
for example, where a group consists of companies 
in a horizontal combination they may be able, by 
their combined purchases, to assure a continuous 
high level of profits to a company engaged in an 
earlier stage of manufacture. 

An illustration of the position is the purchase 
by a group of motor-car manufacturing com- 
panies of a company which manufactures one of 
the bought-out component parts used by the group. 

There is, however, a risk attached to the pur- 
chase of the tax losses which is not a commercial , 


risk. This risk is that the rate of tax may fluctuate ` 


before the losses have been absorbed: if the tax 
decreases the payment for the losses may have 
been too great; if the tax increases a further gain 
from the purchase will arise. 
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Calculation of Value 


Having considered these various points so far as 

(they affect the business under examination, the 
next point which arises is to fix the method by 
which the value of the goodwill should be ascer- 
tained. 

The usual basis suggested is by calculation 
based upon the profits shown by audited accounts. 
Few, if any, accountants however, would be pre- 
pared to advise clients to purchase a business, or 

U to agree settlement of estate duty values, by cal- 
culating the value of goodwill from the profits 
shown by the audited accounts without making 
some adjustments to those profit figures. 

We have considered some factors which would 
be taken into account in regard to the trading 
profits. Adjustments are also necessary after the 
trading profits have been agreed. Many of these 
adjustments are obvious and speak for themselves; 
for example, special payments which will not be 
repeated and may therefore be added to the profits 

shown by the accounts; adjustment of the remun- 
eration of the proprietors to a figure considered 
reasonable. 

How are we to deal with taxation? Present 
taxation other than income-tax and profits tax 
will be charged before arriving at the net profit for 
goodwill purposes. Income-tax and profits tax, 
however, and notwithstanding the wording of 
Section 12 (1) (c) of the Eighth Schedule of the 
Companies Act, 1948, are still regarded as appro- 
priations of profits — the share extracted by the 
State. As stated under ‘Taxation Policy’ above, 
) these taxes should not be taken into account when 

| calculating the value of goodwill. 

The calculation of the goodwill value will pro- 
ceed once the net profits have been established. 
The net profits, where a. business is being pur- 
chased, will be the profits after adjusting for 
charges ‘or income which will not be repeated, 
and where a value is being calculated for estate 
duty purposes, will be the profits after adjusting 
into the expected position in the future. 


Method of Calculation 


An example of a simple and straightforward 
method of calculating the goodwill value is: 


Average net profit for ten years . £100,000 
Deduct reasonable commercial return 
on risk capital involved — ro per cent 








3 on £750,000 75,000 
Super-profit £25,000 
Goodwill at five years purchase of super- 

profit £125,000 
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The two matters which will be the subject of 
further argument here, are the commercial rate of 
return to be allowed and the number of years of 
purchase to be applied to the super-profits. These 
matters must depend upon the market conditions 
at the date of the calculation. 

There are various other methods of calculating 
the goodwill value from the super-profits figures. 
These methods are well known and are not there- 
fore reproduced. ; 

The methods of calculation of goodwill based 
upon the super-profits may not always be entirely 
suitable in practice because, for example, a buyer 
may be attracted by a business and be willing tó 
pay more for it than the business is worth from an: 
accounting point of view, while a seller may be: 
anxious to sell his business and be willing to: 
accept a price below that brought out by the asset 
and profit value. 

The accountant, however, is obliged to work in; 
figures and, having worked out the current valué- 
of the goodwill based upon the super-profits and’ 
advised his client, mentioning at the same time 
the particular extranéous factors which may 
affect the value of the goodwill for the business, he 
appears to have discharged his duty to the client., 


PROFESSIONAL PRACTICES 


The circumstances of professional practices are. 

entirely different from those of a commercial ven- 
ture. In the commercial venture the continuity of 
the business may be anticipated notwithstanding 
changes in the management: the professional 
practice, on the other hand, is usually built round. 


individuals, and the fewer the individuals the more: 


likely is a change to affect the value of the good- 
will. The large practice with numerous partners 
will achieve a degree of continuity which it is- 
impossible to hope for in the smaller practice of, 
say, two or three partners, where individuality 
predominates and clients are likely to-leave for: 
other practices when the partner with whom they’ 
were accustomed to deal retires from the 
practice. d 
When calculating the value of the goodwill of a 
professional practice therefore, the assessment of 
the degree of continuity which may be expected 
assumes important proportions and some safe- 
guard in the agreement of sale may be desirable, 
perhaps even providing for postponement of the 
payment of part of the agreed value of goodwill, 
based upon past income until the continuing: 
income in the new venture has been ascertained, 
and the value of the goodwill then reconsidered. - 


(Concluded. ) 
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MONTHLY REPORTS ON NET MARGIN 


Advantages in Speed and Ease of Production 
by IAN LIDDINGTON, M.C., A.G.A. 


Introductory 


TTENTION has been directed, by recent 
letters to the Editor of The Accountant, 


to the time required for the preparation 
of monthly accounts. 


It is probably true to ‘say that the greater the 


accuracy required in the figures, the greater the 
delay in their production. It is probably also true 
to say that provided that extreme accuracy is not 


required, the unorthodox approach to this problem. 


may give the most useful results. 

` The system here described has been applied 
with success to a medium-sized: industrial com- 
pany engaged in process work: the system is 
designed to provide information as to the monthly 
trading results both quickly and easily. 


Outline of the System 


The modern practice of preparing a trading’ 


budget for the forthcoming year is followed. The 
figures for the year are then broken down into 
months and these form the starting point for the 
monthly reports on net margin. 


- The cost and financial accounts are integrated, 
e.g. all production items purchased and the cost. 


of, labour applied on production are charged to 
the cost department, which is responsible for the 
materials analyses required for the half-yearly 
financial accounts and for the stock control 
accounts. 

: Weekly cost reports are prepared, showing only 
the difference between the actual and standard 
cost of production for the week by causes. 

Monthly reports on net margin set out the 
budgeted and the actual net margin for the month. 
The difference is accounted for (in a manner 
described more fully later) under the following 
main heads: 

(1) Differences between actual and budgeted 

(not the standard) cost of output. 

(2) Differences due to variation from budget 

in the volume of sales. 

(3) Differences due to variations in the ‘mix’ 

(or ‘assortment’) and profitability of sales. 


Every third monthly report also brings into 
account differences between the actual and 
budgeted cost of administrative overhead for the 
preceding quarter. 


“The Budget 


Work on the preparation of the budget is started 
several months before the beginning of the finan- 
cial year to which it refers. Modifications are 
made from time to time as circumstances change 
and the budget finally crystallizes just before the 
beginning of the new financial year. The budget 
is based on the expected volume and value of 
sales, and the expected cost. Works cost is based 
on standards already set up unless modified for 
any change in production method: different 
standards may be set for varying levels of pro- 
duction. In this case, ‘standard’ is based on the 
results considered to be attainable under reason- 
ably favourable conditions. The standard cost 
arrived at in this way is increased by the amount 
by which the expected (subsequently referred to 


. as the ‘budgeted’) cost is calculated to exceed the 


standard. A budget for administrative overhead is 
prepared and the charge for the year is allocated 
to departments. These allocations once made are 
regarded as fixed and may not under any circum- 
stances be altered, 

The budget figures are used to calculate pro- 
duct costs. These are used (a) for arriving at the 
budgeted cost of sales and (4) for calculating the 
budgeted cost of output. ` 


Integration of the Cost and 
Financial Accounts 


It has already been mentioned that the cost. 


department is charged with all expenditure con- 
nected with production. Credits are passed for 
materials and labour expended for non-produc- 
tion purposes, e.g. plant erection. In addition, 
credits are passed to the cost department for the 
budgeted cost of al sales. The balance has to be 
accounted for either in the weekly cost reports 
(differences between the standard and actual cost 
of production) or by an increase or decrease in 
the value of stocks and work in progress, or in 
the adjustment between standard and budgeted 
cost to which reference is made later. 


It will be seen that the differences in stock or , 


work-in-progress control accounts must be 
accounted for: in practice these are written off, 
after due enquiry, every three months. 

The financial books cover all accounts and 
transactions not carried by the cost department: 


n 
| 
| 
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the two sets cf books are linked by means of a 
control account. 

eet 

Cost Accounts 
Reference has previously been made to weekly 
cost: reports showing the difference between the 
actual and the standard cost of the week’s output. 
The difference is analysed by causes showing, for 
instance, separate figures for variances arising 
from: (1) changes in production method or 
specification; (2) labour productivity; (3) material 

usage; (4) changes in the price of raw materials 
“and rates of pay etc. 

Two problems present themselves in using 
weekly cost reports as a basis in preparing 
monthly reports on net margin. In the first place, 
weekly cost reports show the differences between 
the actual cost of production and the standard 
cost. In referring earlier to the budget it was 
stated that the standard cost was increased by the 
amount by which the budgeted cost had been 
_gfalculated to exceed the standard cost. The totals 
“in the weekly cost. reports must be converted in 
the same way to arrive at the difference between 
the actual and the budgeted cost of production 
(cost of production variance). 

In the second place, it is necessary to calculate 
a cost of production variance for the month based 
on the available weekly figures. There is usually 
a broken week at the beginning and end of the 
month and it is necessary to split the figures for 
these two weeks in proportion to SE number of 
working days. 

If the final week’s figures are not available in 

“time, an estimate may- be made on the basis of 
available information, provided that the cost of 
production variance keeps reasonably stable. 


Example 
The following example shows, in outline, the 
principles involved and methods adopted in 
preparing. monthly reports-on net margin under 
the system here described: 
I. Basic figures: 




















Expected 
(Expected figures 
based on actual 
Budget Actual . turnover) 
£ % £ £ Kä 
Sales IG,000 100 13,200 (6) 12,500 100 
Factory cost ` Son 80 9,000 (a) 10,000 80 
F Gross ; 
margin 2,000 20 4,200 2,500 20 
Adminis- 
trative 
overhead 1,500 1,600 1,500 
Net margin £500 £2,600 £1,000 





wee ee 
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II. Report on net margin earned: £ 
Budgeted net margin 500 
Actual net margin 2,600 
Excess of actual over budgeted net margin .. {£2,100 
Due to: Gain Loss 
SEN £ £ 
{1) Volume əf sales exceeding. 
budget e Sg -- Io ` 500 
(2) Increase in nét margin due to : 
increase in profitability of - 
sales o7 more favourable 
‘mix’ a -». Li 700 
(3) Cost of production being less . 
than budget . .. (e) 1,000 
(4) Administrative overhead 
being greater than budget (f) 100 
` 2,200 
R 100 i 
Excess of actual over ! 
budgeted net margin £2,100 


III. Explanation of figures:- 


(a) Budgeted cost of actual sales. 


(b) Fax hI, 000= £12,500. 


(c) Expected gross margin less budgeted gross margin 
£2,500—£2,000= £500, 
(d) Actual sales less expected sales: 
£13,200—£12,500= £700. 
(e) Expected works cost less actual works cost: 
£10,000—£9,000= £1,000, 


(f) Expected cost of administrative overhead less actual 
cost of administrative overhead: 
£1,500—£1,600= — 100. 


The Time Factor 


It has been stated that the cost of production 
element in monthly reports on net margin is 
derived from weekly cost reports. Late arrival of 
suppliers’ invoices for materials does not hold up 
preparation of the weekly cost reports, since 
materials used invariably derive from earlier 
deliveries of known price. 

Another factor making for speed is that monthly 
reports on net margin may be prepared before the 
values of creditors, stocks or work in progress 
are known. Thus time is available for considering 
the trading results and for inquiring into the 
causes of any unfavourable production costs or 
trading trends. 


Conclusion 


It is not claimed that the system outlined above is 
either perfect or capable of universal application. 
It is however a system which, allowing for some 
temporary and controlled sacrifice of accuracy, 
provides a simple method of giving management 
important information quickly. 
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WEEKLY NOTES 


Cost Accountants’ Examinations 


In the June 1951 examinations of the Institute of 
Cost and Works Accountants, held in 18 home and 
46 overseas centres, the results of which have just been 
announced, there were 1,323 candidates for the Final, 
of whom 329 or 25 per cent were successful. The 
First Place, which carries with it the ‘S. Laurence Gill’ 
prize, was won by Mr Kenneth Roy Maitland of 
Salford. In addition, Mr Maitland was bracketed with 
Mr Leonard James Rawle, of Tiverton, Devon, for 
the ‘Leverhulme’ prize in Costing. The ‘Donald L. 
Moran’ prize for Factory Organization was awarded 
to Mr Barrington Alan Palmer, of Nottingham. 

For the Intermediate examinations there was a 
total of 2,346 candidates of whom 422 or 38 per cent, 
of those taking Part I passed; 504 (56 per cent) of the 
entrants for Part II passed; and 141 (40 per cent) of 
those taking Parts I and II together were successful. 
The First Place was awarded to Mr John Burrell 
Charnock, of Liverpool. Only six of the 28 candi- 
dates for the Preliminary were successful. 

Lists of the successful home and overseas candi- 
dates in the Final, together with a complete semmary 
of the results of the examinations appear on another 


page. 
Free-of-tax Preference Dividends 


The House of Lords has confirmed the decision of 
the Court of Appeal in Godfrey Phillips Lid v. 
Investment Trust Corporation Ltd, as to the way in 
which dividends on the former company’s ‘B Prefer- 
ence’ shares are to be calculated. The dividend is 
expressed to be six per cent free of tax up to six 
shillings in the £, and it is now established that, with 
a standard rate of nine shillings in the £, the necessary 
calculation is as follows, (assuming a holding of roo 








shares): 
£s d 
Agreed dividend ae ot Ve 6 o o 
Deduct tax at 3s (i.e. oe minus 65) .. Hs 18 o 
Net dividend payable £5 2 0 
. 20 . 
Gross amount for tax purposes (£5:2= £9 55 


. The method formally adopted, which gave rise to 
this protracted litigation, was as follows: 


i Ls d 
Agreed dividend së D 6 o o 
Grossed up at agreed rate (£6 Xx a ĝm 5 
Less tax at standard rate (9s) 317 1 
Net dividend payable L414 4 


Thus the shareholder will be 7s 8d better off for 
every 100 shares when the standard rate is gs. With 
a gs 6d rate the net dividend is £6 less tax thereon at 


; t| 
3s 6d, or £4 19s od; under the old method it would be 
only £4 ros od. 

The Company has announced that counsel have 
advised that there must now be an adjustment in 
favour of ‘B Preference’ shareholders and that in their 
view such adjustment should take effect from the 
half-yearly dividend date following the date upon 
which a ‘B Preference’ shareholder first questioned the 
old method (November ist, 1948). However, although 
counsel consider that earlier underpayments must be Wi 
regarded as waived, they have advised a further 
application to the Court to decide this point finally. 


I 


Capital Issues Committee and Hire 
Purchase Capital 


Considerable attention has been attracted to the 
speech by Mr Gibson Jarvie to the stockholders of 
the United Dominions Trust about their company’s 
application to the Treasury for a new issue of capital. 
After making what amounted to two applications for». 
permission and one protest, the Trust was informed 
that no permission would be granted and that no 
reason would be given for the decision. 

So far as commerce and industry in general is con- 
cerned, it is the second point which will meet with 
the greatest objection. Given the existence of the 
Capital Issues Committee and its general directive to 
apply some scrt of control over the investment of new 
money capital, it is clear that an obvious place to 
apply the control is on hire-purchase. This at least 
keeps policy in some sort of line with the directive to’ 
the banks to limit their advances. Such a decision in 
no way reflects on hire-purchase finance in general or, ` 
upon the United Dominions Trust in particular. V 

Mr Jarvie’s criticism about refusal to give reasons ` 
why permission is withheld will receive wide approval. 
Decisions handed down without given reason must, 
at best, give the impression that the Committee find -‘ 
it exceedingly difficult to adhere to any line of prin- 
ciple in examining cases..At worst, the uninformed 
prejudices of the public are correct and the Committee 
being under no obligation to give reasons, must be 
actually pursuing a line of opportunism. 

The line of principle on much that has been done 
of late under the name of control of money capital has 
been exceedingly difficult to follow. The Capital 
Issues Committee would do itself and the financial 
world a service if the veil of silence in these matters 
were lifted and the reasons for decisions expounded. 


Smaller Trade Gap e- 


According to the provisional figures for July, this 
country’s external trade position took a slight turn 
for the better last month. The visible adverse balance 
was reduced over the month from £1489 million 
to £1271 million. The improvement was due entirely 
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to better exports. This would be expected to a slight 
extent since July had an extra working day compared 

~x With June -the rest of the increase was no doubt 
` due to higher prices being received from abroad for 
British goods. Imports remained almost unchanged 

- on the month. In other words, they continue to run 
at a record level. This alone is some measure of the 
task facing British exports if they are to make a 
major contribution towards closing the trade gap in 
the second half of the year. At the moment, their 
performance is rather too erratic to hold out any firm 
prospect that they will be particularly resilient for the 
«rest of this year. A great deal depends on whether 
" lower.world prices, assuming they stay that way, can 
make a large impression on the huge import bill that 
is at present being incurred to support record 
exports, record production and a comparatively 
unimpaired standard of living. 


Steel Controlled Again 


Full control of steel supplies is to be assumed again 
after December 1st. The Minister of Supply 
announced at the end of last week that an allocation 

“scheme similar to the one in- operation during the 
. war will be reintroduced. So far only an outline 
"arrangement has been published but even at that it 
is clear that a marginal shortage of steel caused by 
defence requirements has necessitated a return to the 
control scheme which was finally and belatedly 
abandoned last year. 

From the scheduled date, no firm may acquire 
carbon steel (which covers 95 per cent of steel used) 
without an ‘I.S. Authorization’. These will be issued 
to enable companies to acquire specific quantities of 


steel for specific purposes. Firms which formerly . 


received I.S. authorizations will be asked by the 
“€ appropriate department to send in applications for 
‘carbon steel. Ministry of Supply regional controllers 
will ask those who originally applied to them to do 
so again. Special arrangements through the Ministry 
of Works will be made-for the building and con- 
struction, industries. 

Much depends on the order of priorities and the 
amount of flexibility in carrying out the scheme as to 
how soon it can be operated without causing harmful 
restriction and delays for industry. It is quite clear 
that defence, coal mining, transport and certain 
other industries have top or very high priority. But 
there will be a host of marginal cases to decide, 
especially when it comes’ to assessing priorities for 
export ‘goods with a steel content, which will defy 
easy solution. 


Finance for Sulphuric Acid Plant 


~Some information, about the production targets 
planned for the proposed new sulphuric acid plant 
which is to make acid from anhydrite were announced 
some weeks ago. This week there has been an 
announcement about the financing of the project. 
Those companies which are taking acid from the 
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plant are subscribing £1,200,000 in proportion to 
their offtake of chemical. They will also guarantee 
the interest on a £3 million debenture loan which 
has been placed with institutional investors. 

The participating companies agree to buy acid, at 
least until 1970, at a price which will cover all pro- 
duction costs including payment of interest and 
repayment of the debenture. The subcribers to the 
ordinary capital agree to subscribe a further amount 


‘of £1,200,000 to meet increased capital costs if 


necessary. 
‘Of the total £4,200,000 it is estimated that 


£3,200,000 will be required for constructing the - 


plant leaving £1 million as working capital and to 
provide a ‘fee to Imperial. Chemical Industries for 
supervising the erection of the plant. 


Higher Shipping Freights 
According to the Chamber of Shipping index of 
freight rates a halt was called over June to the sudden 
drop in freight rates which was recorded in May. 
With 1948 as 100, the index was 179°0 in May and 
179°6 in June. In addition, time charter rates which 


are not recorded in the published index have recently 


been very firm. 

. During June, business in the coal and grain trades 
was slack and the absence of inquiries from these 
sources, which are important constituents of the 
freight market, may have meant that the index was 
less comprehensive than usual. Since June, however, 
there has been renewed activity in grain and coal 
which suggests that the recent firmer trend in freights 
will continue for some time. 


Higher Retail Sales 


There has been a good deal of discussion over the’ 


last few weeks about the consumer resistance to high 
prices in the shops since early this year. Isolated 
evidence has been produced to show that stocks 
are accumulating on shop shelves and from this 
it has been deduced that lower prices are likely to 
result. 

This may well be true but the evidence is far from 
conclusive. The official statistics of retail trade, for 
instance, show an upward tendency for the first half 
of the year compared with the same period in 1950. 
This increase has not been uninterrupted (it faltered 
noticeably in May) but there was a correspondingly 
marked improvement in June. 

Not until the results are available for the autumn 


buying season will it be possible to see if the tem- . 


porary lull in the spring has had any longer-term 
significance. Those who hope to see a lapse in retail 
buying, which will be passed on down the cost struc- 
ture of trade and industry, are really pitting the recent 
fall in international prices of such commodities as 
wool and cotton against the powerful upward pressure 
of inflation from wages and salaries on what may be 
a dwindling supply of goods for the home civilian 
market. 
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Integrated Cost and Financial Accounts 
by G. B. Souster, A.C.W.A. 

(Sir Isaac Pitman & Sons Ltd, London. 10s 6d net) 
It is a vital necessity that cost and financial accounts 
shouldbe completely integrated and this book deals 
with the methods whereby bis. mag be ensured. The 
cause espoused in this book, therefore, is a worthy 
one, although it greatly overestimates the extent to 
which many concerns have in fact integrated their 
cost and financial records. Moreover, the book 
rather gives the impression that integration is fairly 
simple, if only the records are maintained in the 
correct form. 

The proposals put forward are-by no means new, 
but the examples worked out form helpful illustra- 
tions for the student. e 


Income Tax in Southern Rhodesia ` 
by H. Block, B.Com., and R. L. Rosenbaum, 
Chartered Accountants (S.R.) (S.A.) 


Kee Management and Trust Co Ltd, Bulawayo 

and Salisbury, S.R.) 
Here we have in thirty-one pages a clear and readable 
outline of the taxation of: income in Southern 
Rhodesia, an outline packed with practical examples. 
Even, a cursory glance would show how much the 
system owes to United Kingdom tax law and this 
fact enables anyone versed in that law to master the 
salient features of Southern Rhodesian law in a very 
short space of time. 


, Palmer’s Company Precedents - 
(Sixteenth Edition) 
(Part I - General Forms) 


by A. F. Topham, K.C. 
(Stevens & Sons Ltd, London. £5 ros net) 


This is the unchallenged standard work on the many 
forms which have to be drafted in connexion with 
companies, and the last edition, although published 
twenty years ago, is still in constant use. The publica- 
tion of a new edition was made imperative by the 
Companies Act, 1948, but those responsible for it 
were well advised not to hurry the work. Although 
it is of course a lawyer’s book, it will be extremely 
useful to accountants and indeed to all who are con- 
cerned with companies. Upwards of seven hundred 
different forms are given and are accompanied by 
copious notes based on the practical experience, not 
only of the present editor, but also of many solicitors 
and of several officials of the Board of Trade, who 
have given him assistance..A minor criticism is that 
the specimen notices of general meeting should 
contain the statutory reminder as to proxies. The 
book makes a handsome addition to any library and 
we look forward to the second and third volumes 
which will deal with debentures and winding-up. 
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The Role of Measurement in Economics . | 
by Richard Stone . 
(Cambridge University Press, Londen. 12s 6d net): 


This book contains the Newmarch lectures. for . 
1948-49 on the subject of the extent to’ which 
economic principles are susceptible of expression in 
mathematical terms. Following on Newmarch who 
founded the science of ‘econometrics’, as it is called 
and, later, Edgeworth, this approach to economics y, 
in recent years has been considerably developed, 
Whereas a principle may usefully be crystallized in 
mathematical terms, its expression in this way must. 
always be understood in the light of its own limita- 
tions, i.e. it always represents an extreme abstrac- 
tion. In practical life the factors at work are far 
from pure, but with the limitations clearly under- 
stood, the mathematical method can be extremely 
useful and much of this book deals with its applica- 
tion to various forms of economic activity. This 
requires a high degree of mathematical knowledge,) _ 
but there are various chapters on social accounting 
of more general interest, and one on ‘Systems of 
Transactions from the Viewpoint of Accountants’ 
deals with the theory of accounts. 





Income Tax Treaties 
by Albert A. Ehrenzweig, Professor of Law 
at the University of California, Member of 
the New York Bar, and F. E. Koch, Dr. Jur., 
A.C.W.A., A.A.C.C.A. > 


. (Commerce Clearing House, Inc., New York. $15) 


” Although this scholarly book roams over a number of ` 


double taxation treaties entered into by the United, ~ 
States, it is devoted chiefly to a close examination of ? 
the treaty between that country and the United 
Kingdom, and for that reason will be of considerable 
use- tọ British tax practitioners dealing with this 
difficult branch of the law. No other book we know ` 

of has examined this particular convention so ex- 
tensively. The treatment is however entirely verbal; 
there are no zrithmetical examples. 


The Nationalized Industries 
by D. N. Chester, C.B.E. 

(George Allen & Unwin Ltd, London. 7s 6d net) 
This is the second edition of a book which provides a 
short but very useful comparison of the nationalized 
industries, particularly as regards such matters as 
their organizazion, constitution, legal powers, labour 
relations and reports and accounts. The review, 
excludes non-industrial undertakings such as thet” 
Central Land and National Assistance Boards and 
also the Post Office which operates as a definite 
government department. 

An analysis of the statutory provisions regulating 


each of the industries in fact taken over, reveals 
E a 
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certain distinct trends. Obviously, although the public 
corporations are likely to remain a permanent 
}-feature of the national life, they should not be regarded 
as static in form or organization. The trends revealed 
include’ the increased tendency for the appropriate 
Minister to ‘issue directives and to appoint the 
members of the various boards, which generally are 
becoming financially more dependent. There is, 
however, apparently an increased awareness of the 
need for decentralization. 
Although not intended to be a comprehensive 
study, those interested in public affairs will find the 
“analysis extremely helpful. A good bibliography is 
also included in the book. 


. The Accounting Mission 
- by F. Sewell Bray, F.C.A., F.S.A.A. 
` (Cambridge University Press, London. 15s net) 

In 1949, Mr-F: Sewell Bray; F.c.A., F.S.A.4., a Senior 
Nuffield Research Fellow in the Department of 
Applied Economics of the University of Cambridge 
and senicr partner of a London firm of chartered 
accountants, was invited to lecture at the seven 

Auniversities of Australia and also to give a paper at 
the Australian Congress on Accounting... This book 
contains the substance of these addresses. The general 
theme isthe- relationship between accounting-and 
economics, with particular reference to the appli- 
cation of accounting techniques to the measurement 
of national income in a world of constantly 
changing price levels. It is evident from the scope of 
his survey and the apt quotations which he has selected 
from a wide range of writers, that Mr Bray has 
devoted much time and thought to this difficult and 
delicate subject and his views will undoubtedly 

` command respect and attention. 

` i Agricultural Death Duties 


by W. Walker Watson 


(The Country Gentlemen’s Association Ltd, 
` London. ros 6d net) 


-This book repeats the criticisms contained in the 
Gowers Report of the present effects of estate duty 
on country. estates but states the case for estates and 
mansions which cannot be said to be of historic im- 
portance. Noting that the Government has rejected 
the main proposals of the Gowers Committee, the 
book makes its own proposals for estate duty reform 
in favour of agricultural estates. It suggests that a 
landed estate should. not be aggregated with the 
owner’s other estate, that policy moneys on insurances 
to provide estate duty should be exempt, that a 
settled estate passing to a life tenant should bear tax 
only on its actuarial value to him, that the 45 per cent 
vabatemenz in favour of agricultural land should apply 
to shares in companies owning such land and that 
trustees should be freed of contingent liability to duty 
when a settlement is broken. Pending the attainment 
of this Utopia the book gives some shrewd advice on 
how to temper the present icy wind. 
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Investment Arithmetic 
by M. S. Rix ~ 
(Sir Isaac Pitman & Sons Ltd, London, Ces net) 
The aim of this book, as the introduction points out, 
is to define the technical characteristics of different 
types of securities, to explain the data required to 
make calculations and to set out the arithmetical 
processes used in practical investment. The first 
three chapters define and classify the various kinds 
of securities. Then follow six chapters on the handling 


of information on interest, dividends and prices and 


on the complicated question of yields. The calcula- 
tions resulting from, or essential to, the proper 
consideration of company accounts are next discussed 
in detail and the final chapter is devoted to the terms 
and methods in use when dealing with new issues. 

This lucid and straightforward thesis should be of 
considerable value to investors and their advisors, 
especially on occasions when, as recently, the 
appearance and contents of one small White Paper 
may necessitate the price of every equity being 
rapidly recalculated overnight. 


The Leeds Chambers of Commerce 


by M. W. Beresford, Lecturer in Economic 
History in The University of Leeds 


(Leeds Incorporated Chamber of Commerce, Leeds. 
tos 6d net) 

The Leeds Chamber of Commerce celebrates its 
centenary this year but it possesses records of earlier 
Chambers beginning in 1785. From these records 
the author has compiled a book which will be of 
great interest to students of economic history. It is 
handsomely bound, profusely illustrated, and con- 
tains reproductions of two plans of Leeds, dated 
1772 and 1821. One has only to compare these two 
maps to realize the extraordinary upheaval that was 
wrought by the industrial revolution. Not all is 
progress, however, for we read that in 1851 letters 
posted in London were being delivered in Leeds on 
the same day! 


Building Societies Year Book, 1951 


Official Handbook of The Building Societies 

Association . \ 

(Franey & Co Ltd, London. 18s net) 

As usual, the bulk of the handbook is devoted to an 
alphabetical -list of building societies in Great 
Britain, with details of their most recent balance 
sheets. Although the total assets of building societies 
continue to rise, this year for the first time ‘since the 
early part of the war, the -amount advanced on mort- 
gage in the year has fallen, The foreword contains 
such headings as ‘the need for liquidity’ and ‘prudent 
lending’, and it is clear that this fall proceeds not 
from any slackening in the demand for houses but 
from a more cautious policy adopted by the societies. 
In spite of the continued rise in building costs, the 
prices asked for many houses are still a little unreal. 
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FINANCE AND COMMERCE 


No factor, whether political or economic, appears 
strong enough to shake stock markets out of their 
present state of apathy, Business is extremely small, 
even when full allowance is made for seasonal con- 
ditions. The uncertainty inherent in the dividend 
limitation position is the main cause for anxiety. In 
the absence of any selling pressure equity values have 
recovered but it cannot be said that the market is 
anywhere near confident. 


Edgar Allen 


We reprint this week the accounts, as at March 31st, 
1951, of Edgar Allen & Co Ltd, the Sheffield steel- 
makers and engineers, whose chairman is Mr W. H. 
Higginbotham, F.s.a.a., F.S.s. In these accounts, the 
directors after further review of all the relevant 
circumstances, have decided to give effect to a re- 
valuation of fixed assets made by Messrs Wheatley, 
Kirk, Price & Co in January 1948. The result is ‘to 
show more. accurately the current value of the 
company’s business as a going concern’. 

The change-over to the new basis is very neatly 


EDGAR ALLEN & COMPANY LIMITED 
Profit and Loss Account for the period from April 2nd, 1950, to March 3lst, 1951, inclusive 


April Ise, 1950 P 


£ £ Depreciation on Land and Buildings, £ £ 
Fixed Plant and Machinery, Loose d 
Tools, Office Furniture and Fixtures 






































44,943 and Motor Cars 96,954 
8,999 Contributions to Staff Pension Scheme 10,183 
Directors’ Remuneration: 
20 Fees .. E 75 
14,950 Management Services 14,800 
Contribution to Stalf Pension 
172 Scheme 
15,422 meeen ——— 15,055 
Note. ~ Fees amounting to £25 were 
received during the year by a 
former Director of this Company 
from a Subsidiary Company: 
437,083 Balance carried down 469,244 
£506,447 £591,436 
D Taxation on Profits for the period £ 
from April 2nd, 1950, to March 
Bist, 1951: 
56,500 Profits Tax S DÉI -. 68,500 
177,500 Income Tax Sé . =» 203,100 
234,000 271,600 
Provision for Deferred Taxation, being 
relief in respect of Capital Expendi- 
6,000 ture .. _ 
Reserve for Development and “for Re- 
125,000 placement of Fixed Assets .. — 
— Reserve for Repairs and Maintenance 60,000 
Preference Dividend at 5 per cent per 
annum for the year to March SCH 
15,000 1951 Kai 15,000 
6,75 Less Income Tax — 6,750 
8,250 8,250 
Appropriations Proposed: 
28,648 {i} General Reserve .. «+ $00,000 
(ii) On Ordinary Shares 
er March 3ist, 
£ Dividend at l2} per £ 
53,868 cent per annum 53,868 
Bonus at 23 per cent 
— per annum +» 10, 
53,868 64,642 
24,240 Less income Tax 30,705 
29,628 33,937 
58,276 133,937 
100,454 Balance, carried to Balance Sheet .. 95,911 
£531,980 £569,698 








and informatively set out in statement (1), the 
summary of fixed assets, and statement (2), the 
surplus on revalvation of fixed assets. 

Mr Higginbotham emphasizes in his report that 
the balance sheet now shows the values of fixed and 
current assets in terms not only comparable with each 
other but also with those of current liabilities. In 
consequence, he says, the great disparity between, 
the amount of capital actually emploved, including 
capital surpluses and revenue reserves, and the 
authorized and issued share capital is clearly indicated. ` 

The directors are now considering the advisability 
of reorganizing the capital structure in order to 
reduce this disparity, and make the share capital 
more representative of the value of the members’ 
interest in the business and the capital employed, but 
of course, they will require Treasury consent. 


Up and Up 
‘I am further to acquaint you that from the amazing ` 
advance on the price of every ingredient, the next 
goods you receive will be advanced in proportion.’ 







April ist, 1950 


£ Balance of Trading Profits, before charging t £ 
depreciation, contributions to Staff Pension 


d | 





454,352 Scheme, and Directors’ remuneration gi 547,549 
Interest and Dividends (gross) from Trade 
29,756 investments a 30,247 
20,950 Profits of three Subsidiary Companies ` 11,103 
Dividend received from the remaining Sub- 
1,389  sidiary .„ Sei ss ` 2,537 
— n, 
£506,447 £591,436 
£ £ 
437,083 Balance brought down 469,244 
94,897 Balance at April Est, 1950, brought forward . ate 100,454 
£531,980 £569,698 
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So runs a letter written to Mr James Dunn of Dublin, 
on April 15th, 1778, in the quill-pen hand-writing of 
Lewis Berger whose name is now borne by the well- 
known paint-making company, Lewis Berger & Sons, 
Ltd. A photo copy of the letter, now brown with 
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age, is inserted in the company’s 1951 accounts. As 
we all know only too well, prices are still going up. 

Bergers in 1951 visualize the time when the paint 
industry will be independent of linseed oil for paint 
manufacture. Since the war, Styrene Co-Polymers 


EDGAR ALLEN & COMPANY LIMITED 
Balance Sheet, March 31st, 195] 





April Ist, 1950 
£ £ 


300,000 


430,945 
730,945 





6,044 


| 6,044 — 
f 246,352 


28,648 
275.000 
275,000 


100,000 


100,454 
750,454 


l 1,487,443 





237,157 
110,246 


29,628 
377,031 





£2,095,524 





Capital 
Authorized: 
300,000 5 per cent Cumulative 
Preference Shares of £1 each 
500,003 Ordinary Shares of £ 


each .. Zi SS — 


300,000 
100,000 


£800,000 





Issued and Fully Paid: 
00,000 5 per cent Cumulative 
Preference Shares of £! each 
430,945 Ordinary Shares of £l 
each .. SS ee Së 
Capital Reserves 
Excess Profits Tax Post-war Re- 
fund Suspense Account, balance 
Surplus on Revaluation of Fixed 
Asset ` oe ` 
(as per Statement 2, annexed) 
Revenue Reserves and Undis- 
tributed Profits 
General Reserve 
As at April Ist, 1950 .. SA 
Add Appropriation proposed 
per Profit and Loss Ac- 
count ws wis Së 


Reserve for Development and for 
Replacement of Fixed Assets .. 
Reserve for Repairs and Maln- 
tenance .. E CH D 
Reserve for Contingencies tn 
respect of Stock and Contracts 
in progress ais x 
Profit and Lass Account 
Balance after providing for pro- 
posed dividend and appro- 
priation to General Reserve, 
as per Account annexed... 


Income Tax due January Ist, 1950 
Add Deferred Taxation being rellef 
in respect of Capital Expendi- 

, ture ee oe E3 os 


Amount Set Aside for Pensions 
Current Liabilities 
Sundry Creditors, Accrued 
Charges and Provisions Sc 
Income Tax and Profits Tax .. 
Provision for Preference Dividend 
half year to March äist, 195] 
(less Income Tax) ~ since Paid .. 
Proposed Dividend and Bonus on 
Ordinary Shares (less Income 


Notes: 

|. For particulars relating to the 
Profits and Losses of Subsidiary 
Companies see Statement annexed 
hereto. 

2. Capital commitments outstand~ 
Ing amount to approximately 
£85,300. 


300,000 
430,945 


730,945 


6,044 


- 844,216 





850,260 


275,000 


100,000 
375,000 
275,000 

60,000 


100,000 


95,911 





905,911 


2,487,116 
185,500 


6,000 
——— 191,500 


270,908 
120,138 


4,125 


33,937 
—— 429,108 


£3,172,774 





April ist, 1950 
-£ 


398,802 





88,318 


80,673 
EI 


75,280 





43,562 


12,972 
30,590 ~ 


743,718 


560,143 
198.673 
1,502,534 





£2,095,524 





Fixed Assets (valued as per 
Statement I annexed) 
Freehold and Leasehold Land an 
Buildings a Béi 
Fixed Plant and Machinery 
Loose Plant and Tools .. Ss 
Motor Cars Ces ate Sé 
Office Furniture and Fixtures . 


Subsidiary Companies and Trade 
Investments 
Subsidiary Companies 
Shares at cost less amounts 
written off SS Se Za 
Current Accounts Including 
Profits earned € 
Due by Subsidiaries £80,181 
Due to Subsidiaries 19,439 





601,892 





88,318 


60,742 





` 149,060 


Trade Investments at cost 
Quoted (Market Value at 
March 3ist, 1951, 
£54,398) : £20,066 
Unquoted +s -- 23,371 


Deduct Amounts pro- 
vided or written off 12,972 


Current Assets 
Stock-In-trade and 
progress as taken and valued by 
. the Company's Officials : 
Sundry Debtors, Bills Receivable 
and Payments in Advance, less 
provision for bad and doubtful 
debts ` DÉI DÉI a 
Cash at Bankers and In Hand .. 


30,465 S 
——- 179,525 


Work In 
. 842,506 


, 690,278 


237,180 





W. H. HIGGINBOTHAM 
Directors. 


H. DONALD BOYD 


REPORT OF THE AUDITORS TO THE MEMBERS OF EDGAR ALLEN & CO LTD 


£3,172,774 





We have audited’the above Balance Sheet and annexed Profit and Loss Account and have obtained all the information and explanations which 


to the best of our knowledge and belief were necessary for that purpose. So far as appears from our examination proper books of account have 
been kept by the Company. 

In our opinion and to the best of our Information and according to the explanations given us, the said Balance Sheet and Profit and Loss 
Account, which are in agreement with the books of account, give the information required by the Companies Act, 1948, in the prescribed manner 
and give a true and fair view in the case of the Balance Sheet of the state of the Company’s affairs as at March 31st, 1951, and in the case of the 
Profit and Loss Account of the profit for the year to that date, 


Sheffield and London, July 23rd, 1981. 


PEAT, MARWICK, MITCHELL & CO, 
Chartered Accountonts, Auditors. 
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Statement (1) Summary of Fixed Assets 
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“Depreciation Year to March 31st, [951 . 














































As Valued to April Ist, 1950 si 
Wh eatle: Additions —— Balance at 
Kirk, Price Deprecia- [March Jist, 
& Co of | tion (as | 1951, per 
London at per Balance 
January accounts) Sheet 
3ist, 1948 
Freehold and Leasehold Land and Build- £- £ 
Ings SA 649,075 601,892 
Fixed Plant and Machinery 571,461 512,409 
Loose Plant and Tools 87,171 71,029 
Motor Cars 3,070 -= BA g 
Office Furniture and Fixtures 28,791 4,943 27,695 29,129 
` £1,339,568 £105,536 £96,980 ERT £79,826 
£192,414 
Pa SUMMARY 9 
The total value of the above-mentioned Fixed Assets, as revalued by Messrs e Kirk, Price à Co, Industrial walter and £ 
Surveyors, of 2 South Audley Street, London, W1, at January 31st, 1948, was .. S S . DÉI 1,339,568 


Additions at Cost, less Disposals, to April Ist, 1950, have been .. a 





7,874 
—— 1,437,442 
34 e 












Depreciation up to that date had already been provided in the Accounts to the extent of . 95, 
and additional provision on the revalued basis has now been made (by deduction from the surplus disclosed on revaluation) amounting ‘to 96,980 
192,414 
Leaving net values as at April Ist, 1950 (Statement 2 annexed) ai at 1,245,028 
Additions at cost, less Disposals, year to March 2lst, 1951 KI 
1,320,239 
Less Depreclation, year to March 31st, 1951 96,954 
Balance at March 31st, 1951, per Balance Sheet .. de £1,223,295 
Statement (2) Surplus on Revaluation of Fixed Assets 
Freehold and x 
Leasehold Fixed Plant Office 
Land and an Loose Plant Furniture 
Total Buildings Machinery and Tools Motor Cars and Fixtures , 
: D £ £ £ £ £ 
Balance on Revaluation at April Ist, 1950, per Summary o of Fixed E 1,245,028 610,464 523,040 75,364 8,465 , 27,695 
Balance per Balance Sheet at April Ist, 1950... e 398,802 221,772 117,681 45,012 8,494 5,843 
Surplus at April Ist, 1950 Së gi te Se Ka Sé 846,226 388,692 ` 405,359 30,352 (—29) 21,852 
Deduct Residual value of Plant etc. sold or scrapped during year .. 2,010 
Surplus at March 31st, 1951 ` £844,216 





Ltd has been formed in conjunction with the Petro- 
chemicals group to make media for decorative paints 
only from the styrene co-polymers. 

This development, however, has opened a new 
field. A styrene co-polymer called xylostyrene distil- 
late has been found from which is produced Scopac 
161 which, compounded with rubber, provides a 
leather substitute, with all the properties of leather 
but with far greater durability and at lower cost. 

The latest discoveries, the board states, penetrate 
virtually virgin fields; and it is the task of manufac- 
turers not merely to find new fields to plough but 
rather to select that which shall be first developed. 


Clearer View 
A closer view of the properties of London and 
Westcliff Properties Ltd is provided in the accounts 
to September 3oth, 1950, which have recently been 
issued. Freeholds and leaseholds, which until now 
have been shown in one item, have been separated 
and as the directors point out in their report, it is now 
evident that by far the greater part of the properties 
is in the form of freeholds, which account for 


£896,816, or more than three times the leasehold: 
figure of £272,605. The distinction between the two 
types of property is important particularly in the 
case of a property-owning company. 

The directors have decided that it is unnecessary 
to make any turther provision for amortisation of 
the leasehold properties in view of the reserve made 
for the redemption of the company’s debenture stock, 
which by redemption and cancellation has been 
reduced from £350,000 to £301,800. The whole of 
the present outstanding debenture stock and most of 
the mortgages (£173,973), they state, will have been 
redeemed long before the first of the company’s 
leaseholds falls due for reversion. 


Money Market 

Applications for Treasury bills totalled £341,395,000 
on August 17th and the market obtained 68 per cent ft: 
of requirements. The average rate was Ios 3-02d per 
cent and this week’s offer is maintained at £260 
million, balancing maturities. There is no call against 
‘Treasury deposit receipts although maturities, total 
£30 million. 
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CORRESPONDENCE 


tt 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


` The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Wet Water’ 
_ Str, - In reply to Mr H. A. Briscoe’s letter of July 
28th, I should like to suggest that accountants use 
| the expression ‘historical cost’ quite generally, and 
quite correctly, to distinguish actual expenditure or 
cost, from standard cost which is not necessarily of 
| the past. 
_» Possibly it is to this latter expression that your 
correspondent i is objecting, and would prefer the use 
| of the phrase ‘standard estimate’. 
Yours faithfully, 
| Manchester, 1. EDWARD SHIRES, a.c.a. 


, The Qualified Accountant in Industry 


Sir, — As a Welshman I feel rather diffident about 
joining in this minor ‘War of the Roses’, but my 
Celtic fervour is roused by Mr J. Rose’s suggestion 
hat a headlong plunge into the deep end is sound, 
ractical experience. The thought of a newly-qualified 
accountant, flushed with examination successes, and 
with ‘Recta Numerare’ stamped all over him, 
floundering and thrashing about in an organization 


which has taken many years hard work to build up, 


horrifies me — as I am sure it would Mr J. Rose. 

_ On the other hand, Mr T. G. Rose and Sir Harold 
Howitt talk about costing and financial forecasting 
as though these were not routine accountancy matters. 


They most certainly are, and should be fully covered’ 


in the Institute’s examination syllabuses. Further- 
more, they should concern professional people as 
much as the industrial accountants. 

Yours faithfully, 


Ci ord, Essex. G. E. U. PRICE, A.C.A. 


Speed in Production of Monthly Accounts 
Str, — With reference to my letter published in your 
issue of June 23rd, it appears from replies that where 
companies do prepare monthly accounts, the date of 
issuing these compares favourably with the approxi- 
mate date on which the accounts of the Caterpillar 
company were produced. 

While the amount of precision required influences 
the date by which the accounts can be produced, this 
is a matter of degree as monthly accounts need not 
be correct to the penny. Work in progress and raw 
material stock are taken from card records which are 
checked by a physical stocktaking and a continuous 
Inventory. Statements are requested from suppliers, 

t the same pressure is not exerted monthly as at 

e close of the financial year; all goods inwards and 
services are the subject of a ‘goods received note’ by 
the stores or service department concerned, from 
which a schedule of reserves can be built up. 

As suggested, a detailed time-table is prepared 
which is established each year after consultation with 


senior accounting staff. Once fixed, dates are not 
varied and a chaser is responsible for progressing all 
work. 

A convenience arises by machine posting the 
nominal ledger as opposed to hand. Individual items 
of invoices etc. are not posted under the expense code, 
but totals which are provided on tabulations from 
punched cards. A card is punched for each purchase 
invoice, which is withdrawn from the batch when the 
invoice is passed, At the end of the month the undrawn 
cards provide the data for the reserves. 

I suggest that the requirements of any accounts 
department to produce financial accounts speedily 
are as follows: 

1.A detailed time-table, establishing a carefully 

_ co-ordinated routine. 

2. An adequate stores control system, with continuous 
inventory, to ensure that recorded stocks and 
actual do not vary to any degree. 

3. Closing of the bought ledger by the 5th and an 

* efficient system of goods receiving. 

„4. Sales invoices to be typed daily, and sales day 
‘books closed on the and, subject to delay in 
receiving advice notes from depots or works. 

5. Mechanization of accounting routine and the 
greater use of punched cards for detailed tabula- 
tions. 

' 6. The will to produce the accounts on time whatever 
tnay be the difficulties due to holidays, sickness, etc. 
Yours faithfully, 
G. F. BROWN, F.C.W.A., F.C.LS. 
Wolverhampton. + 


Indian Income Tax 


Smr, — In your comments (issue dated June 3oth, 
page 640) in which you quote the Financial Times on 
the Indian Income Tax (Amendment) Bill, 1951, 
there are two misapprehensions. Under the present 
Act an employer is not permitted to deduct a bonus 
paid if the Income Tax Officer considers it excessive, 
Commission paid under a service agreement is 
allowable under either Act. 

A company, which is not a company in which the 
public are substantially interested within the defini- 
tion of the Amendment Bill, does not lose much in 
the way of tax advantages. The only concession of 
which a ‘public’ company can take more advantage is 
a reduction of half an anna in the rupee on so much of 
nine-sixteenths of its taxable profit as exceeds the 
dividend paid. A company not being a ‘public’ 
company is subject to the private company pro- 
visions and must distribute 60 per cent of its taxable 
income less the tax thereon. The real hardship arises 
in the enforced distribution of profits, which makes 
ploughing back virtually impossible. 

Yours ET 


Madras, 2. R. G. N. PRICE: 
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Orthodox Profits 


Sm, — I am accused by Mr H. A. Briscoe in his reply 
(August 4th issue) to my recent letter, of avoiding the 
main issue. arising from replacement accounting, 
namely that it is ‘unfair’. With regrets, I must insist 
that the writer is again failing to distinguish between 
the method of replacement accounting, which tries to 
bring to light changes in real money wealth, and the 
excuse it may provide for higher prices. I fail to see 
how it is ‘unfair’ for accounts to be presented so as to 
show such changes in wealth to the management and 
shareholder. I contend that the possibility of resulting 
higher prices is irrelevant to the method of presenting 
accounts, and that in any case such price increases 
arise to a major degree from market conditions. 

The relative positions of the Government bond- 
holder and the equity holder on realization cannot 
help the discussion of accounting methods. These do 
not determine the surplus, but merely analyse it. 

Yours faithfully, 
Stockport, Cheshire. T. WEATHERBY. 


Sır, — I am not an accountant and, while I have tried 
to keep in touch with economic thought, it is just 
forty years since I took a degree in economics. I have, 
however, been following with great interest the corre- 
spondence in your columns with regard to ‘orthodox 
versus replacement’ methods of calculating profit. 

I cannot understand the view that the allowance of 
replacement values unduly favours the equity holder 
as against preference shareholders and other holders 
of prior charges. 

Preference dividends, debenture interest and the 
like are first charges on a company’s profits. Anything 
which strengthens the company improves the cover 


CURRENT LAW 


Contract: Breach 
The Accountant for March 2sth, 1950, dealt 
briefly with the decision of the Court of Appeal in 
Sethia (1944) Ltd v. Patabmull Rameshwar. 'The case 
concerned a contract for the shipment of jute from 
India to Italy, in which the Indian sellers failed to 
deliver owing to the fact that they could not obtain 
the ‘necessary licence. They knew that shipments 
were permitted only under licence, that this had to 
be based on a basic year selected by them and that 
they had made no selection. They claimed that they 
were relieved from liability. The Court of Appeal 
held otherwise and their conclusions and reasonings 
have been upheld by the House of Lords. (Law Times, 


July 13th, 1951.) 


Trustee: Power of Appointment 
The Court of Appeal dismissed the appeal of the 
defendant in Re Power’s Settlements Trusts; Power v. 
Power (Law Journal, July 20th, 1951) from the 
decision of Wynn-Parry, J. ([r952] 1 All E.R. 932). 
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for such dividends or interest, and anything which 
weakens it has the opposite effect. Failure to put aside 
adequate amounts to maintain a manufacturing, . 
concern’s buildings, plant and equipment cannot 
benefit those who have a first charge on its profits. 

Taking a short view, if anyone suffers as the result 
of setting aside amounts for the maintenance of 
capital assets on a replacement basis instead of on a 
basis of lower original costs, it is the ordinary share- 
holders, because the amount available for ordinary 
dividend is thereby reduced. Taking the longer view, 
the ordinary shareholders also will suffer in due course, 
if so much is paid out in dividends that the compan 
finds itself unable to maintain its capital assets in the 
required state of efficiency. 

Inflation is a wickedly unfair form of national 
finance which bears with special hardship on holders 
of securities with a fixed return. They will, however, 
not be any better off if those responsible for company 
finances leave their companies with resources inade- 
quate to meet increased replacement costs. 

Yours faithfully, 


Werrington, Peterborough. G. E. TOULMIN. 


Quoted and Unquoted Investments 


Sir, — An auditor contends that where trade invest- 
ments include quoted and unquoted investments it 
is necessary to show the two classes separately in the 
balance sheet and to give the market value of the 
quoted. Since he has carried his contention to the 


readers would be welcome. 
Yours faithfully, 
MENTHAB. 


A settlor vested in himself for life and after him in 
the defendant for life the power of appointing a new 
trustee or trustees. The defendant asserted that he 
had power under Section 36 (6) of the Trustee Act, 
1925, to appoint himself an additional trustee. 
Section 36 (1) of the Act enacts that in certain cir- 
cumstances the person nominated for the purpose 


‘may, by writing, appoint one or more other persons. 
(whether or not being the persons exercising th 
power) to be a trustee or trustees in the place of the 
trustee so deceased, remaining out of the United 
Kingdom, desiring to be discharged... / 


The Master of the Rolls, Sir Raymond Evershed, 
said that where it was a case of replacing a trustee 
who had vacated his office, the denee of the powe! 
could appoint himself; but not where another trusted" 
was merely being added to those already in office. ` 
The words in parentheses in Section 36 (1) did not 
appear in Section 36 (6) and could not be read into | 
it, contrary to the decisions given before the Act came 
into effect. 
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Bankruptcy: Relation Back 

` By failing to comply with a bankruptcy notice a 

«debtor committed an act of bankruptcy on September 
8th, 1949. On October 4th he was ordered to pay a £10 

| fine for contempt of Court and his: furniture was 
seized by the high bailiff on November 4th pursuant 
to warrants dated October 17th. On November 11th 
a petition was presented against him. On November 
15th the high bailiff, in ignorance of the petition, sold 
the furnituré and retained the sum of £10. A receiving 
order was made on December 14th and the debtor 
was adjudged bankrupt on January 5th, 1950. The 

«trustee claimed to recover the £10 on the ground that 

~ his title related back to September 8th, 1949. 

Danckwerts, J., held that he could not succeed: 
By Section 40 of the Bankruptcy Act, 1914, a creditor 
who had completed execution before the receiving 
order was made and without notice of the presentation 
of the petition or of the act of bankruptcy was entitled 
to retain the money he had received (Re Love; ex 

` parte Official Receiver (Trustee) v. Kingston-upon- 
Thames County Court Registrar (Law Times, July 13th, 
1951)). 

bå Revocation of Probate 
Under a grant of probate two executors had adminis- 
tered certain estate of the testator, but could not deal 
with estate iù Argentina owing to currency restric- 

i tions. The execu.ors were failing in health and thus 

l unable to carry oùt their duties. They and all 
interested parties petitioned the Court to revoke the 

. grant and to grant administration de bonis non to the 
applicant. 

Karminski, J., said that the case was novel, but the 
object of the Court was to keep in mind ‘the due and 
proper administration of the estate and the interests 
of the parties beneficially entitled thereto’, and he 


accordingly made the order (Re Galbraith (deceased). 


(Law-gournal, July 2oth, 1951)). 


Attornment Clause in Mortgage 


The Law Journal for July 27th, 1951, gives another 
decision of Danckwerts, J., on the subject of attorn- 
ment clauses in mortgages, the learned Judge saying 
that this case illustrated the undesirability of retatning 
attornment clauses which served no useful purpose. 
The Steyning and Littlehampton Building Society 
tried to enforce against a borrower on mortgage a 
claim for delivery and possession of the mortgaged 
property. The borrower resisted on the ground that 
- the property covered by the mortgage was agricultural 
land and that the notice served on him was invalid 
by reason of the Agricultural Holdings Act, 1948, 
Sections 2 (1) and 23 (1). 
. Danckwerts, J., held that the attornment did not 
~ €reate an agricultural tenancy within the Act, which 
| applied only to true transactions between landlord 
and tenant- tenancies created for the purpose of 
| farming. the land. The notice to quit was, there- 
fore, effective (Steyning and Littlehampton Building 
Society v. Wilson). i 


THE ACCOUNTANT ; 187 


Company’s Share Premium Account 
The Accountant for May 5th, 1951, gave the decision 
of Harman, J., in Re Duff’s Settlements Trusts. National 
Provincial Bank Lid v. Gregson and Others, in which 
he held that moneys paid to a company’s share pre- 
mium account, being the premium on shares allotted, 
were capital assets and not income. In 1950 the com- 
pany paid out of the account the sum of 2s 6d per 
share and the trustee of the settlements sought to 


discover whether the moneys so received by the trust ` 


were capital or income. 

The Court of Appeal held (Law Times, August 3rd, 
1951) that Section 56 of the Companies Act, 1948, 
under which the account was constituted, took the 
account out of the category of divisible profit and 
prevented the distribution of the moneys as dividend, 
that the transaction was to be treated as if the com- 
pany was reducing its capital by paying off paid-up 
share capital; and thus the moneys were to be treated 
as capital. 


Pension: Estate Duty 


In Re Payton (deceased); Payton v. C.I.R. (Law 
Times, July 20th, 1951), a company employee was 
entitled to a pension which he could exchange for a 
‘last survivor pension’ for a less annual ‘sum for the 
benefit of his wife if she should survive him. It was 
declared by the policy by which the pension was pro- 
vided that the company should hold it and all benefits 
payable under it in trust for the beneficiaries. A 
pensioner. who had exercised this option retired on 
November 21st, 1945, and died on February 17th, 
1946, and the Revenue claimed duty on the actuarial 
value of the pension as at the date of death, as on 
property passing at death, under Section 1 of the 
Finance Act, 1894. 

The Court of Appeal held that nothing passed on 
death, as there had not come into existence a con- 
tinuing item of property distinct from the respective 
beneficial interests of the pensioner and his widow. 


Bailment: Breach of Contract 


The plaintiff in Alexander v. Railway Executive (Law 
Times, July 20th, 1951) deposited luggage with the 
defendants on the conditions (a) that they should not 
be liable for more than £5 unless the true value was 
disclosed by the depositor and an extra charge paid; 
(b) that the luggage should be redelivered only on 
production of the ticket; (c) that depositors, were not 
given -access to luggage deposited. The defendants 
allowed a third party access to the luggage and allowed 
him to take certain articles away. This was done under 
indemnity. The third party redeposited the luggage 
and received tickets through which he later claimed 
and received back the remainder. The owner claimed 
damages for breach. 

Devlin, J., held that he was entitled to recover. The 
defendants were guilty of a breach of their contract 
and they could not thus rely on the conditions which 
restricted their liability. 


SEH 
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Results of June 1951 Examinations 


Adams, C. E., Birmingham. 
Adderley, A., Coventry. 

Adkins, L. W., Leicester. 
Allison, R., Nottingham. 

Ariss, W, J., Coventry. . 
Arrandale, D. R., Sheffield. 
Ashmawi, A A., London. 

Astley, P , St Anne’s-on-Sea. 
Austin, J., Mate 


Baggaley, S. J., Derby. 

Baggott, J., Birmingham, 
Baker, H, A., Grantham. 
Barber, D., Manchester, 


Barker, K. H., Stourport-on-Severn. 


Barker, L. K., Kirkaldy. 
Barlow, H., Stockport. 
Barrington, R. L., Bristol. 
Barrow, G. F., Berkhamsted. 
Bayley, J. C., Croyd on. 
Benskin, F. W., Hove. 
Bentley, S., Leek. 

ilison, S. H., Leicester. 
Bird, S E., Manchester. 
Blakey, F. T., Birmingham. 
Bodell, E. H., Dublin. 
Bolt, F. W. G., Mitcham. 
Bradshaw, F. L., Chesterfield. 
Broadbent, J., Manchester. 
Broadberry, J. A., Cromer. 
Brodie, D. M. Coatbridge, 
Brown, Frank, London. 
Buck, B. V., Enfield. 
Bunce, J. R., Gerrards Cross. 
Buyers, C. I., Glasgow. 
Bygate, R, A., Durham. 


Carnie, W. G. F., Edinburgh. 
Carter, S., Rotherham. 
Champion, L. M., London. 
Chappell, K., Dewsbury. 
Chater, L., Birmingham. 
Clare, F., Bedford. 

Clark, T., Leeds, 

Clark, W. J. A., Liverpool. 
Clarke, G. P., Wallington. 
Clarke, W. C. L., Harrow. 
Clayton, D. T., Manchester. 
Clegg, D. E, London. 
Clegg, V., Huddersfield. 
Collins, G. J., Kettering. 


. Cooke, J. E.; Leeds. 


Cooper, R. W., Bacup. 

Cottam, G, P.-T., Lincoln. 
Cowell, F. H. G., Ashford, Kent. 
Cox, A. T., Bristol. 

Cressey, T. R. J., Camberley. 
Crotty, A., Croydon. 

Crump, S. A., Hounslow. 
Cutbill, D. H. F., Croydon, 


Dearlove, F., Middlesbrough. 


Derham, F. S., Weston-super-Mare. 


Dimmock, E. P., Barnhurst. 
Doak, J. T. M., Greenock. 


FINAL EXAMINATION 
, ‘Successful Candidates — 


First Place (S. Laurence Gill Prize) 
Leverhulme Prize (bracketed). 


Maitland, Kenneth Roy, Manchester. 


{In alphabetical order) 


Doley, J. C., Birmingham. 
Douglas, D. C., Glasgow. 
Dunlop, J. W., Glasgow. 


Easson, J. W., Glasgow. 

East, G. V., Oldham. 

Eden, D. O., Ashby-de-la-Zouch. 
Edge, W. G., Birmingham. 
Edwards, H. C., Wembley. 
Egerton, P. G., Northwich. 
Elton, L. G., Leicester, 
Elwell, S. D., Walsall. 

Evans, D., Willenhall. 

Evans, N. J., Perivale. 

Evans, R. E., Hengoed, Glam. 


Farmer, N., Greenford. 
Farquharson, A. I. G., Glasgow. 
Fawthrop, R. A., Shipley. 
Fergus, R. B., Glasgow. 
Ferguson, R. E- London. 
Filtness, V. H. A. Hornchurch. 
Foster, N. H.. Wallington. 
Fotheringham, J. D., Dundee. 


Galpin, V. J., Portsmouth. 
Garland. J. C., Bristol. 

Geekie, J. C., London. 

Gibb, W, F., Leigh, Lanes. 
Giles, W., Belfast. 

Gilmartin, J., London. 
Gledhill, S. T., Heywood. 
Godden, K. G., Coventry. 
Gooby, R., Manchester. 
Goodey, F. R., London. 
Gould, R. W., Paignton, 
Gowans, R. M., Auchendinny. 
Graham, J. N., 'Newcastle-upon-Tyne. 
Gray, C., Bristol. 

Gray, J. A., Sheffield. 
Greenwood, W., Todmorden. 
Griffiths, E. J., Newport, Mon. 
Grimoldby, M., Doncaster. 
Grinter, R. A., "Hayle. 
Guilford, D. B., Selsey. 


Haigh, E., Leeds, 

Haines, J. F. H., Wraysbury. 
Hallam, J. J., Chesterfield. 
Hamilton, J., Birmingham, 
Hamlin, V. J., London. 
Hammond, J., Manchester. 
Hargreaves, E. G.. Timperley. 
Harper, J. M., Johnstone, 
Harrie, G. C., London. 
Hawley, F., Birmingham. 
Haworth, J., Hereford. 
Heapey, J., Huddersfield. 
Heaton, H., Leeds. 
Henderson, G. S., Lasswade. 
Hepper, T. W., Stamford. 
Hesp, F. H., St Helens, Lancs. 
Hewitt, J., Newcastle-upon-Tyne. 
Hil, W. H., Dewsbury. 
Hindley, A. J., Cheadle. 


Home Centres 


Hobbs, L. N., London, 
Hodgson, C., York. 
Hodgson, S. Eé Ilford. 
Holme, J., Edinburgh. 


- Hough, J., Dukinfield. 


Howlett; H. D., Salford. 
Hutchinson, G., Sheffielc. 


Jackson, D. C., Birmingkam. 
Jackson, H. G., Gedling, Notts, 
Jackson, J., Salford. 

James, C. E., Harpenden, 


1951 





Jardine, Ge Blackburn, - 4 


Jeffrey, F. H., Twickenham. 
Jephson, W., Scunthorpe. 
Johnson, W. L., Chester. a 
Johnstone, J. B., Aberd Ae 


Jones, F. E Bien? hame 


., Manchester, 


Kean, E. J., Welwyn Garden City. 
Keenan, J. G., London, 
Kennedy, G., "Manchester. 
Kerby, E. L., Portsmouth. 

Kirby, E. R., London, 

Kirk, R., Congleton, 

Knowles, E. A., Southall. 


Jones, J. C 


. Laws, H. D., Glasgow. 


Ledgerwood, G. W., Bebington. - 
Lenton, A. J., Bedford. 

Lewis, F. W., Harrow. 7 
Lewis, H. C., Liverpool. i 
Linford, K. J., London. 

Llewellyn E- Póntardulais 

Logan, P. A., Richmond, Surrey. 
Low, H. I., Edinburgh. 

Lowe, G. B., Bolton. 

Lowenthal, A. G., Birmingham. 


McArthur, L., Glasgow. 
McClelland, To Belfast, 
MacColl, A. B, London. 
McCulloch, W. F., Bremley. 
MacDiarmid, J. R., Loughborough. 
McDonald, A. Bo’ ness. 
Maclay, I. M., Much Hadham, Herts. 
Maclean, D. B., Glasgow, 
Mahony, D., London. 

Mann, G. W., Nottingham. 
Manser, D. A J., Southbourne. 
Mason, J. C., London. 
Mathews, L., Heywood. 
Matthews, C. S., Leicester. 
Matthews, E., Leicester. 

Miller, A. B., Glasgow. 

Miller, J. L. W., Dubin. 

Mills, C., Chester. 

Milward, K. G., Nottingham. 
Moger, B., London. 

Moorman, W. H. S., Surbiton. 


" Morris, W. H., Edgware. ` 


Mullinger, B. R., Bexleyheath. 
Murphy, W. E., London. 
Murray, B., Bournemouth. 


ae oat 
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Murray, J. C., Wallsend. ` Renel, C. V., Mitcham. i Thomas, E. A., Coventry. 
Murray, W.; Glasgow. E Richards, A. D., Cardiff. * ` "TT" ‘Thomson, J., Préston. ` : 
Geess Richards, H. J., London. ZE Thomson, R. O., Coatbridge. — 
«Naylor, L. T., Gravesend. Richardson, J., Ilford. Tomkins, W. F., Warwick. 
lNuttall, J., Manchester. Robb, R. W., Glasgow. Towill, R. C., Swindon. 
R ` Roberts, I, Neweastle-under-Lyme ae W. SEN Se e 
d SE ogers roydon. ` Trotman, únstable. 
Ganom > EA E EE Cape Tubb, A: J., London.: 
te Russell, "HL W., Glasgow. 7 Turner, J. K. G., Birmingham. 
*Palmer, B. A., Nottingham. Ryan, J. J., EE eg Ar Ne agan 
Parkin, E. J., Wolverhampton. ` - Sale, E. A., Sale. ‘ >. Tynan, P. V., Cork. 
Partridge, A. T. M., Leicester. ` Saville, D. E., Warlingham. , H 
Paternoster, I. C., London. : Scarth, W., Hetton-le-Hole. : Vernon, S., Carshalton. we 
Pearson, K., Middlesbrough. d Sherwood, S., Croydon. GE DEE 
eier Re Borherham, Shimmin, A. Ga Manchester. Walker, A., Slough. - n 
Pendrill, J. W., Chorley. Shire, R. M., Walsall, ` . Wall, A. J., Birmingham. i 
Peterson, Doris, Walton-on-Thames, Sibley, D. R, London? - i Wall, T., Derby. ` 
#Ehillips, a a Glasgow. Mare. ` Silcox, D. A., Derby. Wardlaw, A. emgeet -Tyne. 
Pi ps, H., Le eston-super-Mlare. Sinclair, B. S., London. _ Wareing, R., ' Warrington. 
Poin: Ja, Ga ondon. . Singer, A., Sheffield. ` Waterson, M., Sheffield. 
Po tt, L Linkich on. . Smallwood, C. H., Bristol. Watson, M. A, Manchester. 
orteous, J ` agow, ‘Smith, D. W., Armadale, Watts, J. L., Basingstoke. . 
Porton, W., Sheffield. $ Smith, J. M., Glasgow. Webber, S. I., Rochdale. 
Pouch, F, H., Brentwood, Smith, K. J., Andover. Westwood, F. J., West Bromwich. 
Price, C. Kë Harrogate. Snook, L. A., Poole. e, White, A.-W:, Baillieston. 
prigraore, N SCH Tondon; ` Stéphenson, W., Durham. : Whyte, W. G., South Shields. 
Proctor, heffield £ Stevens, R., Sheffield. Wilkinson, J. F., Birmingham. 
3 Stevenson, W., Belfast. . Williams, D. A., Cheltenham. 
Rabey, W. B., Kilbirnie. I Stones, E., Swinton. We Williams, E. A., Nuneaton. 
Ramsay, C., Glasgow. Stratton, J. F., Salford. Willson, Y, W., "Hayes, Middx. 
Randell, R. J. A. Croydon. , Stringer, E., Congleton. Wing, P. W., Bletchley- 
Ratledge, S A., Gateshead. g Sugden, J. A., Manchester. Wood, W. M; Huyton, ` 
attray, d , G., London. on ` Sykes, D ., Huddersfield, Woollard, A . J, Ipswich. 
Rawle, L. J., Tiverton. S Se 8 D i SC Bäi 
= S ait, R. Sout Shields,- - yan, À. efiel : 
AW Donald L. Moran Prize. ` Tattersall, D , Birmingham. i 
t Leverhulme Prize (bracketed). Teape, D. E e Young, R., Glasgow: . 
286 Candidates passed 835 Candidates failed 
S : 5 m H D 
Successful Candidates - Overseas Centres 
Basu, S. K., Burdwan, West Bengal. Henson, F. T., Nairobi. Nunes, C., Johannesburg. 
Bedingfield, S. G., Lusaka i Highley, I.-G., Hong Kong. ` $ 
Bickford, A R. Gatooina, 5. Rhodesia, ae 4 Ojha, R.:K., Calcutta. 
oa airobi ~ Jansen, K, F., Johannesburg. g Se i 
Burrows, A. D., Edenvale, S. “Africa. h, K. J., Karachi. Padmanabhan, K., Bombay. 
Burrows, Sa Nairobi. Josep J., Karac S Pile, W. J., Alexandria. 
E Kashyap, R. S., B i WÉI 
Callaghan, T. J., East Rand, S. Aiden, SD Se, Africa. Rasappan, C. V., Bombay. 
Bree te Pena r Krinker, ER ‘Genoa. Ryall, K. D., Calcutta. - - 
we a N., Calcutta, i Krishna, K. B., Bangalore. ' Scholes, R. E., Geneva. 
Davis, B. M., Johannesburg. ` Lawrance, C. N., Pretoria. SE 3 oy SS 
; e, a Lemmer, J. J. F., Ermelo,.S. Africa, Smith, H., Lagos, Nigeria. 
Friedman, J. A., Pretoria. ` Levitt, W. H., Durban. Stewart, D. B., Calcutta. 
Gillies, N. C., J ohannesburg. ! MacLaren, W. K., Johannesburg. Tikhe, J. G., Bombay. 
Goulden, C. H., Cape Town. - . Miller, S., Johannesburg. i 
me ie: . Mills, D. M., ee S. Africa. Ward- Smith, A. H. Johannesburg. 
Harvey, G. F., Johannesburg. Morrison, P. D . Johannesburg, Wylie, J.G ` Montreal. nm 


43 Candidates passed 


Summary of Results 


Intermediate. 


te ae CEES: | 
Sg ` Preliminary PartI* Part II Parts land it Final Total 
Passed ws bee dee 6 422 504 . I4 329 “ 1,402 
Failed Dis Sé Ss 22 679 >~ 392 208 - --.994-- - 2,295 - 
es we he A 28 ter 896 l 349 ` 1,323 f 3,697 








159 Candidates failed - 


‘189 


‘The December 1951 examinations will be held at the usual hme ‘and overseas centres on December roth, rth and 12th, and 


plications on Form C (available from the Institute’s headquarters, 63 Portland Place, London, W1, on receipt of an addressed Jabel) 


should reach the Institute by not later than October 26th from home candidates and September 8th from overseas candidates. 
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STUDENT ACCOUNTANTS AT CRICKET » 


Teams from the Chartered Accountant Students’ 

Society of London and the Incorporated Accountants’ 

Students’ Society of London and District took the 
- field at Barnet Cricket Ground on August 15th. 

The Chartered Students won the toss and elected to 
field. Laxton and D’eath opened for the Incorporated 
and, with forceful hitting, 50 runs came quickly. With 
the hundred in sight, Laxton was caught in the deep by 
Ravenscroft, and Rata ran out D’eath, who had.made 
77. The slow bowlers, Rata and Ezekiel, now broke 
through, the only serious resistance coming from Taylor 


INCORPORATED ACCOUNTANTS’ STUDENTS’ OF LONDON 


G. P. Laxton, c. Ravenscroft, b. eke 43 





J. T. D’eath, run out .. ke 
V. Lyall, s. Laws, b. Rata we 2 
K. G. Taylor (captain), lbw. b. Ezekiel .. 18 
J. A. Corfield, run out Su ee. 8 
A. H. Smith, 'Ibw. b. House... Ve SÉ gea, 
J. E. © Flynn, c. House, b. Rata e «+ 37 
L. A. Warren, s. Laws, b. Rata SN d ve Zéi 
N. Lloyd, b. Rata Ss fe we de ae EO 
W. R. McBrien, b. Rata m D wer ae O 
E. T. Allen, not out ie BE Gs vi +. o 
Bowling: Ravenscroft 4-0-33—-0; Colin-Thomé 12-0- 

64-0; Rata 12-0-59-5; Ezekiel 8-1-32-2; 197 


House 4-0-9-1. 


ar ord 


and O’Flynn. The Chartered Students were faced with’ 
a total of 197, with just over two hours left for play. 

Early lapses made Chartered’s score-board look im- 
poverished at 27 for 3. Barton and Laws promised 
better things however until the latter was run out. 

Runs then came quickly until Barton was caught at 
slip. Rata, rather in the style of Maurice Leyland, went - 
defiantly on, interspersing fours with zn occasional six.. 
Ravenscroft resisted, scored an uneasy nine and, 
succumbed. Winn, the last man in, held the fort for ten . 
long minutes and an exciting match ended in a draw. >a 


CHARTERED ACCOUNTANT STUDENTS’ OF Lompen 
House, lbw. b. Warren ni Se 
Colin-Thomé, c. and b. Warren.. _ 

T.H. Nicholson, run out 

L. Laws, run out . 

D. Barton (captain), c. "Lyall, b. Taylor 

D. Ezekiel, b. Allen W 

A.G. Stoughton-Harris, s. Laxton, b. ‘O'Flynn 

D. Rata, not. out. d 
G. C. Cooper, lbw, b. Warren D A 
V. A. Ravenscroft, c. Allen, b. Taylor 

J. G. Winn, not out . 


M. 
H. 
D. 
M. 
B. 







uw he ` d e 
Or ONO DOW Dr ` 


Extras: f 
Bowling: Lloyd 11-4-34-0; Warren 12~-0-44-3; Allen 
6-o-19-1; O'Flynn 6~1~29-1; Taylor 4~1- 
14-2; Lyall 2-o-14-0. 


HOLIDAY CROSSWORD -II 


by J. ROSE, A.C.A. 


A problem to tax the. brain — the clues across have a special appeal! | 


Wee We V- 


E Bär 
Wale aa a We 


KÉ, PEN but this is not 
cricket (5, 1, 8). 

11, 24. We all pay tribute to 
them (13, 2, 6, 7). 


ACROSS 


1. Of benefit to the pro.... 
(4, 1, 7). 


16. The key for fish—not 15. The payment of ‘a life 1 
confectionery (6, 7). endowment policy? (3). 
27. Anglingeachcrab(anag.) 17. Johnson’s perfect house 

(9, 6). 
18 


3). 
. Fifty more to $ revin 
India Ce ge 
os Singular chances if 
plural (3). 


32,35. Doodling on the side? 

í 6). 

37. No’ credit here since 
1944 (3, 2, 3,4) 


20. Not this warning (3). 
: : 21. Made from 23 (3). Í 
DOWN 22, Spoke (4). 
2. Seen in the rain (3). 23. Be around to corrupt (3). 


. You’d get the sack if the 


č by ~ aft ? (5). 
3- Puts by — after 37? (5) boy were about (3). 





I2. 


13. 
14. 


Play this in a band of 
commando Boers (4). 


No good here (3). , 
Alarm (3). 


The solution will appear in next week’s issue, 


(3). 


. The letters for Edin- 


burgh were (3). 


. A feature of Florence — 


a Roman city (3). 


ie SE SE lacs: fwo 25. Flows like Kee - 
the iron curtain Lei, ` 
8 A gn SE See eu 26. Time doll or bag (3). 

Se hs). m ya OBE SR A. big stop (s). 

7. The little” physician 29. A watt play (5). : e: 
follows me for a drink 30. You will find the Prime 
(3). Minister at the top of 

8. Practice (3). this double street (3). 
wl nee 33 t deal 31. Add yours yourself (3). 

a edn a y great deal 33. Refusal in a yester-yeañ. 
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NOTES AND NOTICES 


t Personal 


Mr Frank DOWNING, F.C.A; announces that he 
has admitted into partnership as from July ist, 1951, 
Mr Peter G. JORDAN, A.c/a., who has been associated 
with him for several years. The style and address of 
the firm remain unchanged as Frank DOWNING & 
Co, Chartered Accountants, Rectory Chambers, 24 
Norfolk Row, Sheffield 1. Telephone 20905. 


É National Insurance 
INCREASED CONTRIBUTIONS FROM OCTOBER IST 
The increased rate of contributions laid down in the 
National Insurance Act, 1946, comes into operation 
on October 1st, and stamps at the new rates will be 
-available at Post Offices on and from Monday, 
September 24th. 

The amount of the increase in the employed 
persons’ (Class 1) rate is 4d in the casé of men and 
women over 18, and 2d in the case of boys and girls 
under that age; the increase is divided equally 


“between the employer’s and the employee’s share. ` 


There are corresponding increases in the Class 2 
and Class 3 rates. 

A leaflet (N.1.63) setting out the main rates can now 
be obtained at National Insurance offices and from 
September 1st will also be available at Post Offices. 


The Belfast Society of Chartered Accountants 
Details of the chartered accountants students’ 
classes at Belfast College of Technology for the 
1951-52 session have now been announced. In 
addition to the usual first- and second-year Intermedi- 
ate and the Final first- and second-year courses, an 

pales this year is the introduction of a first-year 
course for new entrants to the profession; the 
syllabus for this course includes the theory of 
logarithms, general commercial knowledge and 
elementary book-keeping and auditing. The annual 
fees for First-year, Intermediate and Final students are 
2 guineas, 3 guineas and 4 guineas respectively. 


LIBRARY REVISION CLASSES 
Revision classes for Intermediate students intending 
to sit for the November examinations are to commence 
- in September in the Library at 49 Donegall Place, 
Belfast, and will be conducted by Mr Alfred Cope, 
Ata, Mr T. P. Gibson, Mr W. L. McClay, A.C.A., 
A.c.W.a., Mr W. H. Palmer, and Mr D. H. Templeton, 
A.C.A. 
The next series of lectures sponsored by the 





56 VICTORIA STREET, LONDON, SW 


JOHN FOORD & COMPANY 


Institute of Chartered Accountants in Ireland for 
Final students will commence after Christmas. Those 
eligible to attend will be notified later. 


Institute of Internal Auditors 
New York 


LONDON CHAPTER 
In his address at the third annual general meeting 


` of the London Chapter of the Institute of Internal 


Auditors, the President, Mr P. B. Hills, a.c.xs., 
reported that the discussion meetings throughout the 
year had been very well attended, and that the two 
series of educational lectures on internal auditing 
which had been organized in the last session had 
been an outstanding success. A similar course of 
lectures will be given during the 1951-52 session. 

The officers elected for the year 1951-52 are as 
follows: 


_ President: Mr H. W. Parker, A.C.A. 

Vice-President: Mr R. A. Reid, C.A. 

Secretary: Mr A. L. Watson, cjo British Electricity 
Authority, Eastern Division, West Farm Place, 
Cockfosters, Herts. 

Treasurer: Mr A. H. Abbot. 

Board of Governors: The above Chapter officers, 
the three immediate past-presidents -Mr J. R. 
Robinson, A.C.A., Mr H. E. Osborn, CA, and Mr 
P. B. Hills, a.c.1.s.-and one elected ” member, 
Mr W. N. Wright, M.A., C.A. 

Mr F. H. C. Funnell, A.C.A., was elected assistant 
secretary. 

The main object of the Chapter is the develop- 
ment of internal auditing as a constructive aid to 
management; to that end it collects, analyses and 
disseminates information, and promotes discussions 
amongst members on the subject and related matters. 
Membership is limited to those holding responsible 
managerial positions covering the field of internal 
auditing, and the Institute grants no qualifications 
either by examination or otherwise. 


Hero of Book-keeping 


We are indebted to a reader for the following para- 
graph from the Manchester Guardian of May 18th 
last, which is reproduced by kind permission of the 
editor. 

‘East Germany’s “activist heroes”, who break 
production records on the Soviet model, have so 
far included no members of what the West calls 
the "white collar group”. But now the placid pace 
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of office life is to be speeded up, thanks to a book- 
| keeper named Gerhard Opitz, who has produced 
' in three days a set of monthly accounts which 
normally takes twenty days to complete. It was all 
done, according to the German Communist Press, 
not by any simplification of the system but by 
“exact timing of every phase of the work”. It is 
this emphasis on a lack of interruptions which makes 
one speculate whether this new activist will always 
be able to maintain his own record. What would 
have happened, for example, if Herr Opitz, triumph- 
antly entering up the cash in hand and at bank 
faster than ever before in book-keeping history, 
had been called to the telephone. to hear Frau 
Opitz reminding. him of his promise to’ collect a 
parcel from the dry -cleaner’s on his way home? It 
would have Gen like encountering traffic lights on 
a race track. 


Recent Publications 


THE New. Society, by Peter F. Drucker. xxviii+339 pp. 
8 X54. 155 net. William Heinemann Ltd, London. | 
Bonne SOCIETIES Year Book 1951. 555 pp. 84x54. 

18s net, Franey & Co Ltd, London. 

Tax Cases, Vol... XXXI, Part VII. pp. 351-392. 94 x6. 
1s net, His Majesty’s Stationery Office, London. 

TWENTY-EIGHTH ANNUAL REPORT OF THE ELECTRICITY 
SUPPLY COMMISSION, JOHANNESBURG, SOUTH AFRICA, 
for-the Year Ended December 31st, 1950, with a Brief 
SE of its Activities up to April 30th, 1951. 110 pp. 
98X7 

An ACCOUNTING TECHNIQUE FOR REPORTING FINANCIAL 

. Transactions, by R. K: Mautz, Special Bulletin No. 7 
of the University of Illinois Bureau of Economic and 
-Business Research. 91. pp. 9X6. 205 David Kinley Hall, 
` Urbana, Illinois. 

ı Case STUDIES IN AUDITING PROCEDURE, No. 9, ON A WHOLE- 
SALE DISTRIBUTOR OF ‘NEWSPAPERS AND MAGAZINES, 
46 pp. 9X6. American Institute of Accountants, 270 
Madison Avenue, New York, 16. 

THE PRACTICAL APPROACH TOA Cost ACCOUNTING INSTALLA- 
TION. 12 pp. 8X5, paper cover. A Cost Bulletin of The 
Australasian Institute of Cost Accountants. 

Group ACCOUNTS AND HoLDING Companiss, First TO 
by Angus MacBeath, C.A., A.C.W.A., and A. J. Platt, A.C.A. 

ı 196 pp. 84x54. 17s 6d net, 18s post free. Gee & Co 
(Publishers) Ltd; London. 

MECHANIZING THE LEGAL Orrice, First Edition, by J. H. 

. Burton, F.8.A.A., F.C.C.S., F.LM.T.A. 38 pp. 9X 54. 6s net, 

. 6s Ad post free. Gee & Co (Publishers) Ltd, London. 

SOME ACCOUNTING TERMS AND CONCEPTS, A Report of a 
Joint Exploratory Committee appointed by The Institute 
of Chartered Accountants in England and Wales and by 
The National Institute of Economic and Social Research, 
46.pp. 6 X9. 3s net. Cambridge University Press, London. 

Tue Corporation Income Tax, by Richard Goode, 
Department of Economics, Chicago University. xiii+ 
242 pp. 84 X 5}. 24s net. Chapman & Hall Ltd, London. 


A PRACTICAL EPITOME op THE DEATH DUTIES, Second ` 


‘Edition, by David Harrison, LL.D. xx-+436 pp. 84x 54. 
378 6d net. Sweet & Maxwell Ltd, London. 
Oxrorp Economic Papers (New Series). 220 pp. 9$ x 6. 
10s net. Subscription price, three numbers 21s post free, 
Oxford University Press, London. 
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Our Contemporaries 


ACCOUNTING RESEARCH. (July.) 

ACCOUNTANCY. (August.) Financing International Trade’, 
by H. G. Hodder. 

Tue AUSTRALIAN ACCOUNTANT. (Melbourne.) June.) 
“To the Nearest Pound’, by ‘Attic’. 

THe ACCOUNTANTS JOURNAL. (August.) ‘The Association 
of Certified and Corporate Accountants: Report of Annual 
Conference at Buxton.’ 

THe Accountants’ MAGAZINE. (August.) ‘Random 
Thoughts on the Royal Commission on the Taxation of 
Profits and Income.’ 

Barciays Bank Review. (August.) ‘The Control of 
Public Expenditure. e 

Kal 





Other Publications Received 
Tue Cost ACCOUNTANT. (August.) 

THE CHAMBER OF COMMERCE JOURNAL. (August: ) 
INDUSTRIAL WELFARE AND PERSONNEL MANAGEMENT. 
(July—August.) , 
THE BANKER. (August.) : e 
‘THe SECRETARY. (August.) _ . 

LOCAL GOVERNMENT FINANCE. (August.) 

Der WIRTSCHAFTSPRUEFER, (Berlin.) (August. b e 

BULLETIN OF THE OXFORD UNIVERSITY INSTITUTE OF 
Sratistics. (July.  ~" 

THe ACCOUNTANCY JOURNAL. (Delhi. ) (July.) ' 

REVISTA DE LA ESCUELA DE ESTUDIOS CONTABLES. (Monterrey, 
Mexico.) (July.) : 

JOURNAL OF THE ROYAL SOCIETY oF ARTS. (August.) 

SECRETARIES CHRONICLE. (August.) 


SEVENTY-FIVÉ YEARS AGO 
From The Accountant of Anerer 26th, 1876 


Extract from leading article 
The City Man 

The mental activity necessary to his calling tends not 
to blunt his faculties of enjoyment, but to sharpen 
them. Being pent up so long in the town, he appre- 
ciates more keenly the delights of nature when he 
beholds them. As he breasts the mountain he imbibes 
the pure air with an eager zest, or receives the spray 
in his face from-the waves dashing over the SH 









boat with a boyish delight. As he stands on som 
Alpine peak and gazes across the glorious landscape 
with its valleys nestled in foliage, and the blue waters 
of the lakes gleaming in the sunshine, he.drinks in 
such pleasures as the indolent know net of. Watch 
him as, indulging in the dolce far niente in a boat on 
some Italian lake, he lies stretched out on his back 
with a cigar or pipe in his mouth — and gazing up at 
the blue sky while the craft floats gently on the bosom 
of the waters, he feels he has earned his repose and is 
enjoying it. Or with knapsack on back he crosses the 
glaciers and threads the passes of Switzerland, forget- 
ting figures and stocks and shares as though there 
were no such things in existence. And although 
there may be a certain amount of ‘shop’ talked when 
these men meet together, in what profession will you 
not find this the case? 
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EDUCATION: PROGRESS 
AND REGRESS 


HE recently published memorandum, ‘Fifty years of 

education’, gives many cheering facts about the progress of 

education so far this century.1 Perhaps the most important 
of these facts are the improvement in the ratio of pupils to 
teachers, and the increased number of children who remain at 
school after the age of 14. In the first year of the century there were 
48 pupils per teacher in grant-aided elementary schools. This ratio 
has fallen steadily each decade and last year was 28 per teacher. 
For grant-aided secondary schools no figures were available for 
IgoI; ten years later there were 16 pupils per teacher on an 
average. This ratio tended to increase slightly as secondary 


education grew in popularity, although the figure of 18-8 for 


1950 was slightly below the 1920-38 average. Curiously enough, 
the number of children in grant-aided schools was much the same 
in 1950 as in root: 5'8 million and 5-77 million, respectively. 
But in 1901 only 2 per cent of the children over 14 were in grant- 
aided schools. Last year the percentage was 32. 

The fifty years under review were dominated by three out-. 
standing Acts of Parliament: the 1902 Act, which resulted in the, 
enormous expansion ‘of secondary schools, the 1918 Fisher Act,: 
which was afterwards partly frustrated by the ‘Geddes’ Axe’, and. 
the 1944 Act passed when Mr BUTLER was in charge of the: 
country’s educational affairs. The last of these Acts has allowed 
signal advances to be made: secondary education is available to all. 
pupils aged 11 and over, and it is free; technical education bas 
received an immense fillip. But many of the useful provisions of, 


‘the 1944 Act have so far been ineffective on account of the lack of: 


school buildings and a shortage of teachers. Lately, however, a 
number of administrative actions not directly related to the 
Butler Act have been taken: these are of extremely doubtful value, 
to the pupil, to the country’s educational system, and to the. 
community generally. These administrative actions are connected, 
with the examination system. Some of the changes may well have, 
been decided upon in order to give greater freedom to school and 
pupil. Others appear to have been taken to placate sectional, 
interests, and others seem to be due to a desire to ‘level down’. _ 
The year 1951 is the first in which the old School Certificate and: 
Higher School Certificate have given place to the new General 
Certificate of Education. The new scheme of examinations differs: 
from the old in a number of important respects. Henceforward,. 


. there will be a minimum age limit for taking the examinations 


which are at three levels. In all these examinations results will be. 


` 


1 Cmd. 8244. H.M.S.O. 7s 6d. 
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given in two categories only — pass or failure. And, 
from now on, the subjects may be taken singly or 
in any combination — a pass in any single subject 
will entitle the examinee to a General Certifi- 
cate of Education. Clearly, these changes are of 
great moment to the professions, the universities, 
business, and the pupils themselves. 

Of these major changes, the one which has 
provoked the largest amount of criticism is the 
decision to fix a minimum age limit. The new 
examination cannot be taken by any boy or girl; 
who has not reached the age of 16 on September’ 
ist in the year of the examination, As is well 
known, the old ‘School Cert.’ could be taken at 
any age; bright pupils of 14 have often been» 
successful in it. The future outlook is even less - 
promising since the MINISTER oF EDUCATION’ 
has announced his intention to raise this minimum 
age to 17 when the school-leaving age is put up 
to 16. No convincing educational reason has been 
given for this arbitrary interference with the 
freedom of the school to conduct its own affairs. 
The conclusion which many observers have 
reached is that the decision is designed to avoid 
the possibility of disparaging comparisons be- 
tween the secondary grammar school and secon- 
dary modern and technical schools. The 
impression is being sedulously fostered that these 
three types are on a parity. But this view would 
be open to challenge if the newer types of school 
made a practice of entering their pupils for the 
General Certificate. Comparison of standards is 
now avoided since most of the pupils in the 
modern schools leave on attaining the age of 15. 
This interpretation gains feasibility by the 
proposal to keep the minimum age one year 

‘above the school-leaving age. Such a decision 
bears hardly in areas where the proportion of 
grammar school places is small, and where pupils 
really suited for a grammar school education are 
forced to attend secondary modern schools. 

The new examinations are being conducted at 
three levels — ‘ordinary’, ‘advanced’ and ‘scholar- 
ship’. In this its first year of operation, the 
‘ordinary’ pass standard required is lower than it 
will be in the future. From 1952 onwards, the 
‘ordinary’ level will correspond with a ‘credit’ in 
the old School Certificate. The other two levels 
are equivalent to the Higher School Certificate 
and State Scholarship standards, respectively. 
There is much to be said for this extension of the 
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examination coverage, but nothing for the 
abolition of special merit categories. The old 
certificate had three pass categories — ‘pass’ 
‘credit’, and ‘very good’; the higher certificate — 
‘pass’, ‘good’, and ‘distinction’. If a pupil has 
done very well in an examination, why should not 
he — and the world generally — be told? 

The administrative actions considered in this 
article originated in reports of the Secondary 
Schocl Examinations Council. This body, in the 


interests of greater freedom for schools, also put ™ 


forward the proposal for the new General Certifi- 
cate. From this year onwards, pupils who are 
weak in Latin or mathematics will no longer be 
debarred from obtaining a certificate showing their 
attainments in other subjects. In theory, this is 
a step in the right direction. But since a General 
Certificate can be given in one subject only — and 
this may be botany or machine drawing — the 
prospective employer will need to ask an 
applicant for work the subjects for which he has 
obtaired the certificate. As things have turned 
out, this apparent freedom from the burden of 
group examinations is leading to confusion and 
difficulty in many schools. Previously, the 
professional bodies granted exemption from their 
preliminary examination on a more or less 
uniform basis, and the standard of attainment 
required for university entrants was related to 
this. This basis was, of course, the School 


Certificate. There is now much less uniformity in A 


the exemption requirements of professional and ` 
technical bodies. The universities are insisting 
that their entrants shall possess certificates which 
cover five or six subjects of a somewhat diverse 
nature. This can well lead to a multiplicity of 
interests on the part of the pupils being prepared 
for the General Certificate, with the consequent 
staffing difficulties which this diversity of interests 
must bring. In such cases, the EE freedom 
will be largely illusory. 

‘But school examinations are not the only topics 
which are causing misgivings on the part of those 
interested in education. The proposal to provide 
a number of ‘comprehensive secondary’ schools 


"a 


1 
` 


was welcomed by the Government in the recent \_ . 


debate on education. It is too early to pass judg- 
ment on this plan, but it is not unfair to mention 
that criticism has been expressed that such schools ` 
are likely to introduce too much uniformity into 
secondary education. 
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THE FINANCE ACT, 1951—II 


ECTION 28 increases the effective rate of 
Se tax on distributed profits from 20 to 
40 per cent as from January ist, 1951. 
Where this date falls within an accounting 
period the period is split into separate chargeable 
accounting periods, except for the purposes refer- 
red to in paragraph 1 (4) of the Sixth Schedule. 
The Sixth Schedule adapts the transitional 
provisions which applied when the last increase 
was made, i.e. by the Profits Tax Act, 1949. 


Dividends in the transitional period 
Paragraph 2 of the schedule is chiefly aimed at 
preventing avoidance of the new rate by the 
assignment of dividends to earlier periods. 

Dividends for periods beginning before Decem- 
ber 31st, 1950, are compared with a ‘governing 
ç total’, and where the dividends exceed that total 
the excess is in effect charged at the new rates 
in so far as it is covered by dividends declared 
after April gth, 1951. This is done by providing 
that such excess dividends are distributions for 
the chargeable accounting period which began on 
January ist last (or for the period in which the 
dividends were actually paid, if later) and not 
for any other period. l 

By way of illustration, let it be assumed that 
the ‘governing total’ for the accounting year 
1950 was £20,000, and that an interim dividend 
of £12,500 had been declared in December of 
‘that year. If a final dividend of £10,000 were 
declared in May 1951, £2,500 De £12,500 
+ £10,000, less £20,000) would be treated as.a 
distribution for the accounting year 1951. 
- The ‘governing total’ in relation to any 
accounting period (‘Period II’) is the total of the 
dividends assignable to the immediately preced- 
ing accounting period (‘Period I’). If, however, 
Period I was longer or shorter than Period II, 
the dividends are reduced or increased propor- 
tionately. Similarly, if the amount of any class 
of paid-up share capital is greater in Period II 
than in Period I, ignoring bonus issues, the 
` dividends in that class may be proportionately 
increased for the purposes of the governing total, 
provided that the person carrying on the trade 
so elects. (N.B. The Revenue have no correspond- 
ing right to decrease the dividends where- there 
has been a repayment of capital.) 


For the purposes of the foregoing provisions, 
the dividends assignable to an accounting period 
are those expressed to be paid in respect of it. 
This has the effect of excluding from Period I 
dividends paid during the period which are not 
expressly paid in respect of any period. However, 
this does not apply in respect. of dividends after 


“April gth, 1951, which are included in the period 


in which they are paid, unless expressed to be 
paid in respect of another period. 


Other transitional provisions 

The first paragraph of the Sixth Schedule 
corresponds to Section 1 of the Profits Tax 
Act, 1949. 

So far as distribution charges are concerned, 
the new rate only applies to the extent that non- 
distribution relief at the new rate has been 
obtained; it cannot therefore apply at all in the 
chargeable accounting period which began on 
January 1st, 1951. Sums exonerated from distri- 
bution charge at 40 per cent will be charged at 
20 per cent up to the total of the non-distribution 
relief which has been received at that rate and 
which is not covered by an earlier distribution 
charge; the balance of any distribution charge 
would be at 15 per cent. 

Paragraph 1 (2) deals with the repayment of 


loans. Under Section 36 (x) (c) of the Finance. 


Act, 1947, a loan made to a member of a director- 
controlled company is treated as a distribution. 
By virtue of. Section 36 (3), as amended by 
Section 70 of the Finance Act, 1948, the increased 
tax, if any, payable as a result may be recouped 
in whole or in part when the loan is repaid. This 
is effected not by the direct deduction of tax from 
tax, but indirectly, by reducing the net relevant 
distributions for the period when the repayment 
is made. The amount of this reduction must 
clearly be made dependent on the then current 
rate of tax, and paragraph 1 (2) of the Sixth 
Schedule therefore provides that the reduction is 
to be determined by reference to tax at 40 per 
cent in the case of repayments in chargeable 
accounting periods ending after December 31st, 
1950. 

Thus, if additional profits tax of £800 was 
paid by virtue of a loan prior to 1951 and orie- 
half of that loan is repaid in the accountirig year 
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Ee 951, the net relevant distributions for 1951 must where a trade or business carried on by one body 
be decreased by £1,000, that is to say, by the corporate has been transferred to another as part 
amount ‘corresponding’ to the additional tax, of a scheme of amalgamation or reconstruction, 
namely, one-half of £800 grossed up at the new and, as a result of an election by the parties 
‘rate of 40 per cent. concerned, distribution charges on one company 

_-~ A complication is occasioned when a distribu- are based on non-distribution relief already given 
tion charge would be made except for these to the other, and (b) where the giving of a notice 
provisions because the rate of the charge depends under Section 22 of the Finance Act, 1937, in 
‘on the rate or rates at which non-distribution respect of a subsidiary company has had the same 

` relief has been given in the past. This point is result. Here, too, the old rates are preserved for ` 
dealt with in the proviso to paragraph 1 (2) of this limited purpose -see paragraph 1 (3) of sd 
~~ the schedule which provides that the relief is the Sixth Schedule. 

l to be calculated at the rate at which the charge is 
made. Public utilities 

For instance, assume that the facts are ‘che Section 19 (5) of the Finance Act, 1937, ened 
same as those in the last paragraph but one, except certain categories of statutory undertaker from 
that in 1951 the profits are £19,000 and dividends the charge to profits tax. Most of these public 
of £20,000 are paid and that non-distribution utility companies have now been nationalized 




















relief in excess of {1,000 was received in 1950." and the section has recently applied chiefly to 
A distribution charge of £1,000 at 20 per cent water companies. 4 
would have -been made if it were not for the Section 29 of the Finance Act, 1951, withdraws 
partial repayment of the loan. The cancellation the exemption as from January Ist, 1951, and any 
of this charge would absorb {200 of the {400 accounting period or part thereof which falls after 
now recoupable. The remaining £200 is dealt that date will be a chargeable accounting period. 
with by being grossed up at 40 per cent, making However, the rate of.tax charged on such com- 
' £500, which, together with the £1,000 used to panies is to be that for undistributed SES 
„eliminate the distribution charge, would reduce i.e. 10 per cent. 
the net relevant distributions to £18,500 as It is provided that losses incurred EC 
against profits of £19,000. The net effect may be January 1st, 1947, which could still have been 
' demonstrated as follows: carried forward if profits tax had applied.to these 
Tax payable apart from zenet on repayment of companies`as from that date, may be carried. | 
loan: forward to the accounting periods subjected to? 
Fifty per cent on £19,000 d -+ 9,500 the charge; the transitional provisions operative 
Distribution charge of 20 per cent on on January 1st, 1947, are applied for the purpose 
£19,000- £18,000 .. d +s, 200 : i 
b of excluding 1946 and earlier losses. 
£9,700 Dividends received from statutory undertakers 
we i e which were exempt from profits tax; were taxed 
Tax actually payable: , £ inthe hands of the recipient except where the 
Fifty per cent on £19,000. . 9500 dividend was received by a body corporate having 
Less Non-distribution relief of 40 per ! . : : 
cerit on £19,000- £18,500 `.. 200 alone or in conjunction with other statutory 
a undertakers a controlling interest in the paying 
£9,300 company -see paragraph 7 (1) of the Fourth 
os pA Schedule to the Finance Act, 1937, as amended 
The miscellaneous transitional provisions which by Section 32 of the Finance Act, 1947. 
have so far been discussed are based on the general This exemption still stands. Other EE 
principle that where charges or reliefs in a past from such statutory undertakers are taxed e? 


period effect the present, the position should not before, but the profits tax chargeable on the! 
be affected one way or the other by reason only-of recipient is reduced by o per cent either of the 
the fact that the rates for present charges and reliefs dividends or of the recipient’s profits chargeable 
have been altered. There are two more cases which to profits tax for that period, whichever is the less. 
are dealt with. in a similar manner, namely; (a) (To be continued.) . 
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e HE General Council of British Shipping 
has ‘submitted to the Royal Commission 
on the Taxation of Profits and Income a 
memorandum on the subject of depreciation 
allowances on ships. It seeks first to increase 
annual allowances by reference to current build- 
ing costs, secondly to allow shipowners to 
anticipate future allowances, and: thirdly to 
restrict balancing charges to exclude not only 
the proposed increase in allowances but also 
existing initial allowances. -The memorandum 
contains illustrative examples and many interest- 
ing figures, other’ figures-of a confidential nature 
being sent to the Commission separately. 
The Council begins by quoting the following 
from the Commission’s terms of reference: 
‘whether, for the purposes of the National Econ- 
“omy, the present system is the best way of raising 
the required revenue from ‘the taxation of profits 
and income, due regard being paid to the points 
of view of the taxpayer and of the Exchequer.’ 
It very properly stresses the importance to these 
overcrowded islands of a prosperous shipping 
industry, both in the fierce competition of peace- 
time and in the even more hazardous conditions 
of war. The Council recalls previous Government 
subventions to British shipping and thereby 
puts a finger on one of the Commission’s 
difficulties in interpreting its terms- of reference. 
{ However, the arguments -put forward in the 
memorandum are said ro ‘apply in principle to all 
other industries using plant and machinery. ‘The 
general criticisms of the present system are 
emphasized in shipping where depreciation repre- 
sents so high a proportion of total costs,, where 
building costs have risen so much, and. where 
partial replacement i is-not feasible. The memo- 
randum gives an example to show how in-some 
cases these factors, combined with high taxation, 
make it impossible to maintain business capital 
out of profits. It does, however, say elsewhere 
that many tankers earn sufficient profits- to 
enable their cost to be written off in seven years. 
The Council’s first proposal is that for any 
year in which the current replacement cost of a 
ship exceeds the price at which it was acquired, 
then any wear and tear granted for that~year 
should be increased in the same proportion. For 
pre-war ships still in the.same. ownership the 
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practical effect would be to treble the present . 
allowance. In the unlikely event of a correspond- 
ing fall in building costs, it is not proposed to 
reduce the present allowance, because, so the, 
argument seems to run, to reduce wear and tear. 
allowance below normal would in effect tax the: 
capital profit represented by the excess of the 
provision for replacement over the sum actually, 
required. If costs continue to rise the main 
proposal would have one curious result. Since it, 
imposes no maximum on the aggregate increased’ 
allowances. but does not provide for their. con- 
tinuance after the date on which the historical 
cost would have-been written off on the old basis, 
it will pay the shipowner to’ claim as low a rate, 
of conventional allowance as possible, in order 
to delay the advent of this date. 

Although capital allowances can be earned 
forward for an indefinite period, they cannot be 
carried back to earlier years. A ship may make: 
high enough profits in its earlier years to absorb. 
its whole cost but the allowances for some of. it 
will normally extend into subsequent years when. 
bere ma not be sufficient profits to absorb: 
them. The Council would allow shipowners the: 
option of anticipating future ‘wear and tear, 
allowances to avoid this danger. As- a- corollary, 
the excess of the wear and tear actually granted; 
over the.amount which’ would be due ‘on the 
basis of replacement cost, would be written ‘off, 
the historical cost, thus hastening the cessation: 
of all allowances on the ship. This provision 
would, in the Council’s view, encourage more 
speculative and. experimental’ projects: SC? 

All the matters so far discussed are intimately, 
bound up with the question of balancing charges: 
The. Council questions the. fairness of thèse, at 
any rate ‘where a ship is disposed of for more- 
than its scrap value. It supposes that the justifica- 
tion for them lies in the theory that since. 
the purchaser. of a second-hand ship` claims: 
allowances on the price he pays, that price must 
be taken into account against the seller, a theory 
which it regards as fallacious. The more orthodox 
theory is that a charge merely adjusts the allow- 
ances in the light of the actual loss. However, 
the charges do considerably increase the diffi. 
culties of maintaining capital. Gg 
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MEASURING PRODUCTIVITY e 


- N | UCH is being written and spoken about 
productivity: most of it is exhortation 
to industry based on average figures 

derived from approximate calculations. A valuable 
attempt to separate the wood from the trees and 
to give greater precision to the search for more 
accurate accounting data on productivity is 
published today as a report of the Joint 
Committee of the Institute of Cost and Works 
Accountants and the Institution of Production 
Engineers. This Joint Committee was formed 
at the end of 1948 and its earlier investigations 
were recorded in the Interim Report on Produc- 
tivity Measurement published in 1949. A sub- 
committee was appointed to look further into two 
of the Committee’s findings, namely, that there is 
a lack of knowledge of how far capital equipment 
is actually used in industry, and that there is a 
lack of statistical information at the supervisory 
level. This sub-committee’s findings are the 
subject of the latest report. 

Productivity i is concerned with the effective use 
of resources in manufacture. It is therefore best 
expressed as a ratio. The report emphasizes, as 
the previous one did, that too much emphasis is 
given to productivity of labour. 

Five types of productivity calculation, round 
which many variants have been woven as 
firms (quite rightly) have adapted statistical 
techniques to meet their own circumstances and 
requirements, have been identified. 

The first of these is the simple output per man- 
hour. Care should be taken, says the report, to 
use this method only when the product used in 
the measurement is consistent and, it might have 
added, homogeneous. The second method is 
operative hours per unit of production. This is a 
more elegant formula than the first one but again 
it is best used when production is uniform and 
continuous, and it deals only with labour produc- 

` tivity. Other facets of the productivity picture 

should be obtained by changing the denominator 
to machine capacity, floor space and so on. The 
third formula is called added value per unit of 
labour cost. It is an attempt to bring other facets 
into the calculation as well as labour. Production 





1 Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, 
London, ECa. 2s SS free. 


is taken as sales value less cost of raw materials 
used. The ratio of the effective use of labour is: 
wages + overheads + profit 
wages 

This formula has important limitations. By 
introducing cost, profit and price factors it lays 
itself open to outside influences. Thus varying 
raw material costs, heavy overheads and conven- 
tional profit mark-ups on cost can make a nonsense 
of the formula as a measure of productivity. 

The report also deals with the man-power 
equivalent ratio. This is one of the more refined 
formulae. It is as follows (for key see footnote):? 

y 
A+B+C+D 

The difficulty here is that the denominator " 
will usually have to be the sum of approximate 
figures. 

Finally there is a brief discussion on the 
comparison of actual time with standard times. 
Technically this is a sound method but can be 
used only by firms employing time-study or work 
measurement methods. 

The ‘Committee consider that firms should 
investigate the effective use of direct and indirect 
labour; effective use of machine capacity; effective 
purchasing of materials; effective use of materials, 
supplies and services; effective selling and ` 
distribution. These lend themselves to measure- 
ment and can be obtained from a good costing 
system. To quote the report: ‘It is suggested 
therefore that accounting activities should first 
be directed to measuring each of these factors 
rather than to preparing average ratios of doubtful 
accuracy.’ This is good doctrine, but there are 
occasions when approximate figures are better 
than no figures. 

There follow two appendices, one dealing with 
the need to measure machine utilization and 
giving suggested headings for information, the 
other dealing with presentation of information at 
supervisory level and departmental operating * 
statements as controls of production, 





2 V=volume of output. A=average numbers employed. B= 
man-power equivalent of capital equipment. C==man-power 
equivalent of services rendered. D=man-power equivalent 
of changes in raw material. 
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SPECIAL CONTRIBUTION AND TRUSTS 


INCIDENCE AMONG INCOME BENEFICIARIES 
by PETER WHITWORTH, Barrister-at-Law 


all been paid over to the Revenue, and 
no doubt spent, its effects on the various 
victims remain. Where special contribution has 
been borne out of trust funds the income avail- 


A LTHOUGH special contribution has nearly 


` able for the beneficiaries will necessarily be less, 


Kei 


— 28. 


to say nothing of the loss of capital which will 
eventually be suffered by the persons entitled in 
remainder. Many a beneficiary is finding that his 
income from a trust has been reduced, and not 
only because of his own special contribution but 
also because of the contribution levied on fellow 
beneficiaries. Indeed, his own total income may 
have been much too small to attract liability. He 
will naturally wish to ‘satisfy himself that the 
trustees have a right to make a deduction from 


his share of trust income and that they compute 


it correctly. 

Sections 56 and 57 of the Finance Act, 1948, 
which deal with the liability of trust funds to 
meet a beneficiary’s contribution and the manner 
in which this burden is to be ultimately borne 
by the beneficiaries generally, are not models of 
clarity. They present trustees with a difficult 
and invidious task, in the performance of which, 
mistakes can easily be made. The Board of 
Inland Revenue has. issued some excellent ex- 
planatory notes on special contribution, which 
deal, inter alia, with Sections 56 and 57, but they 
have no binding force and they confine them- 
selves to the simplest kinds of case. Moreover, 
in their interpretation of Section 57 they appear 
to be erroneous in one respect. This is dealt with 
below. 


Recovery from the Trustees 


Section 56 (1) (8) of the Finance Act, 1948, pro- 
vides as follows: 


‘56. — (1) Subject to the provisions of this Part 
of this Act, where investment income of an 
` individual assessed to contribution (in this section 
referred to as “the contributor”) arose under a 
trust, then if he has paid the contribution the 
contributor may recover under subsection (3) of 
this section such amount as bears to the contribu- 
tion the same proportion as that investment 
income bears to his aggregate investment income, 
ascertained without any such deduction being 
made as is allowable under subsection (4) of 
Section fifty-one of this Act. 
(8) Where any property or fund is held as to 


different parts on different trusts, this section shall 
apply separately to each part.’ 


Ultimate Incidence among Beneficiaries 
The question of ultimate incidence is dealt with 
by Section 57 (2) (3) as follows: 

" "(3 As between the persons interested (whether 
in income or capital) under a trust, the law relating 
to the ultimate incidence of estate duty shall apply 
to any amount falling to be paid under the last 
foregoing section in respect of income derived 
from property subject to the trust as if that 
amount were estate duty charged on that property 
on the cesser of a life interest therein, being an 
interest not subject to any interest in the property 

‘in fact existing under the trust, occurring at the 
end of the year 1947-48, and were charged as on 
property not passing to the executor as such: 

‘Provided that as between any annuity, other 
than one by reason of which the said amount or 
any part thereof fell to be paid, and other interests, 
the amount shall be borne by the other interests 
to the exoneration of the annuity. 

‘(3) Where the income derived from property 
referred to in the last foregoing subsection was a 
share only of income from the property, whether 
or not subject to other interests, that subsection 
shall apply as if the income derived as aforesaid 
had been derived from a corresponding share of 

the property.’ 

What is an ‘Amount’ 

It seems reasonably clear that the words ‘any 
amount falling to be paid under the last foregoing 

section’ refer not to the total amount borne by 
the trust but to the total amount borne in respect 
of one individual beneficiary. Moreover, if two 
different parts of trust property are held upon 
different trusts, and one beneficiary received 
income under both sets of trusts, it follows from 

Section 56 (8) that the trust as a whole may have 
to bear two separate ‘amounts’ in his case. 


The Estate Duty Rules as to Incidence 
Section 57 (2) at once raises problems because 
the law as to the incidence of estate duty is itself 
in a confused state. It is not the purpose of this 
article to deal with questions of incidence among 
the persons entitled to capital when the trust 
fund is distributed, but to consider the rights of 
the persons entitled to income only. As such, they 


‘cannot suffer more than interest on the contri- 
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bution. ‘Thus where A. is the life tenant of a 
settled fund, B. being entitled in remainder, the 
special contribution attributable to A.’s income 
reduces the fund and is therefore borne ultimately 
by B., but in the meantime A.’s income is reduced. 
B. is the chief sufferer, although he may be a much 
poorer man than A. If he was lucky enough to 
have sold his reversion first before special contri- 
bution was announced, the purchaser would be 
the loser, which in itself is a curious anomaly. 


Trust Income Divided 


‘However, it is where two or more “persons are 
entitled to the income of the trust fund that the 
‘more startling anomalies arise. Assume that a 


.fund-is held in trust to pay an-annuity of Leon ) 


to A., and the remainder of thé income, which in 
fact amounts to {100, to B. On Ais death the 
fund is to pass to C. A. is a wealthy ‘man who re- 
covers £200 special contribution from the trus- 
tees;.B. has no other income. When A. dies C: 
will receive £200 less than he originally expected. 
In the meantime according to the Inland Revenue 
Explanatory Notes, paragraph 27, Example 16, 
the resultant loss of income will be borne by A. 
and B. in the proportions of 20 to 1. This is 
presumably based on the authority of re Parker- 
Jervis ([1898] 2 Ch. 643), but common sense 
would debit to A. the whole of the income loss. 


Alternative Interpretation of Section 57 (2) (3) 
In the writer’s opinion, Section 57 (3) does 
permit this common-sense view. This-subsection 
applies where the special contributor is entitled 
` to a ‘share only’ of the trust income. In his case 
it throws the reduction in income on that share, 
so: that no other person entitled to income 
suffers. Is A.’s annuity a ‘share only’ of ‘the total 
income of £2,100? The Inland Revenue evidently 
think not; they confine the word e meaning an 
expressed fraction such as $ or 4, or for that 
matter 20/21sSts. Thus, although i in the case of 
A., B. and C. above, the effect of the trust is to 
give to A. 20/a1sts of the trust income, that in- 
come is not treated as a ‘share only’ of the £2,100. 


The meaning of ‘Share’ 


Etymologically, the word ‘share’ has nothing to 
do with fractions as such; it means something 
‘cut off’, an expression which is as apt to describe 
an annuity as it is to describe a fractional share. 
It may be said against this argument that the 
proviso to Section §7 (2) exonerating all annuities 
other than the one by reason-of which, the special 
contribution was paid, necessarily implies that 
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an annuity cannot be a ‘share’ within the meaning 


of Section 57 (3) since otherwise the proviso 


could never have any application. There are two t 
answers to this. Firstly,.the proviso may have 
been introduced ex abondanti cautela. Secondly, 
it may be intended to apply only to annuities 


which arise after April 5th, 1948. Suppose that 


X. is the tenant-for-life on that day, and that on 
his subsequent death an annuity is to. arise in 
favour of Y., the balance of the income being paid 
to Z. In that case, the proviso would clearly 


‘operate to ensure that Y. received his annuity in «d 


full, while Z. suffered the income: loss which 
resulted from X.’s special contribution. 


Annuity and Share of Income paid to. 
same Beneficiary 
Where a beneficiary is entitled to a small, annuity 
as well as to a fractional share in the residuary 
income, the Inland Revenue view of the mean- 
ing of the word ‘share’ causes an anomaly so 
much more striking as almost to amount to a 
reductio ad absurdum. Suppose that trust funds/ 
are held on April 5th, 1948, on trust to pay half 
the income to A. and half to B. In that case, each 
rightly suffers the loss of income due to his own 
special contribution, in accordance with Section 
57 (3). Suppose now that the trusts are to pay 
to A. both an annuity and half of the residuary 
income, the other half of the residuary income 
going to B. On the Inland Revenue i interpretation 
of Section 57 (3), it is only B. who has a ‘share 
only’ in the income of the trust funds. Thus he 
must still bear the whole of the income loss due ` 
to his own special contribution. On the- other | 
hand, A. no longer has a ‘share only’ and there- ` 
fore a proportion of the income loss due to his 
special contribution is borne. by B. This pro- 
portion will be practically one-half if A.’s annuity 
is minute. In short, the granting of. a minute 
annuity to A. results in B.’s bearing half the 
income loss from the whole of Ais special 
contribution. 

The reaction of the e to this situation 
would perhaps be to split up between the 
annuity and the half share the amount of As 
special contribution .borne by the trust, thus 
converting it into two ‘amounts’ for the purposes 
of Sections 56 and 57. Then, only the amount 
referable to the small annuity could be subject . 
to apportionment against B. This, however, is | 
clearly not contemplated by the sections. Indeed, " 
the proviso to Section 57 (2) speaks of an annuity 
‘by reason of which the said amount or any part 
Serea 'fell.to be paid’. ` 
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ACCOUNTING THROUGH THE AGES D 
THE STORY OF THE EXCHEQUER TALLIES 
By R. ROBERT, A.C.LS. 


the method of making notches in sticks is 
‘something that. goes far back into the 
remoteness of prehistory. Palaeolithic man prob- 
ably invented it, and for thousands of years 
` afterwards notched sticks continued to play an 
important part as numeral records; until in fact 
they were superseded by the abacus, 
` The ‘tallies’, which are encountered quite fre- 
quently in one’s random delvings into economic 
history, were nothing more or less than notched 
sticks, elaborated and refined, and pressed at a 
very early date into the service of the English 
kings. Exactly how early it is not possible to say, 
, but a mere forty years after the Norman Con- 
gst tallies appear as a firmly established part 
WK Che Exchequer organization. 


Te keeping of rudimentary accounts by. 


The Fashioning of a Tally 

What, to be more precise, was this superior type 

of notched stick? -How was the tally. made and 

how did it look? What purpose did it serve? Two 

of these questions are.answered easily enough. 

An old book entitled Antiquities and Curiosities of 

the Exchequer, by Hubert Hall, declares that the 

Exchequer tally was a: 

‘primitive form of chirograph, or indented writing, 
t> — recommended ` for. its superior. durability, from 
- being made of seasoned wood, instead of. parch- 

ment or paper’. i 

As to its mode of Segen it was ‘struck’, 
to use the correct term, from willow, hazel or 
box in the form of a short, square truncheon, 
eight or nine inches in length, and tapering 
slightly from one end to the other. At the thicker 
end. of the roughly-hewn stump a large notch 
would be cut, representing the principal sum 
involved. A gauged width of 14 inches, it is 
learned, stood for £1,000, 1 inch for Zroo, and 
% inch for £10. On the opposite edge would be 
recorded the subsidiary amount; a 3/16th inch 
notch representing the sum of one shilling, and 
the smallest notch of all — one penny. Half- 
pennies were indicated by boring holes in the tally, 

This, however, was not all. The work of the 
cutter having been completed to the satisfaction 
of all concerned, the Exchequer accountant or his 
assistant would write: a superscription or narra- 
tion (often in Latin) on the two remaining sides 


of the shaft, in which would be set out brief 
details of the transaction and the parties thereto. 
_ The-tally was then complete, apart from the 


_important operation of splitting it along the grain 


of the wood so as to form two separate segments, 


‘identically notched. One half, the tally: proper, 


would be given to the person making the pay- 
ment, and constituted his receipt. The other; 
known as the counter-tally, was retained in the 
Exchequer archives, of which more anon, Later, 
when repayment was due, or when a final settle-. 
ment was made, the two parts of the tally would 
be compared by being fitted together again. 
Trouble awaited the debtor who had tried-to 
cheat by cutting a few extra notches in his own’ 
version of the account! 


The Exchequer Organization 

Before going on to deal with the development of 
the tally, a word or-two may not be out of place 
on the subject of the ancient Exchequer itself. 
Established by Henry I, it was a branch of the 
king’s court and was housed in a room at West- 
minster, to which the sheriffs and other revenue- 
collecting agents of the Crown caine to give an 
account of their stewardship, and in which the 
complex problems of. the royal finance. were 
discussed by the council. 

` The Exchequer was the ae form of 
counting-house, and it dealt not only with the 
royal revenues and disbursements, but with a 
variety of other matters including the regulation 
of trade, the. supervision of weights and measures, 
and the standardization. of the coinage. In fact ‘it 
combined within itself the functions at’ present 
discharged’ by the Treasury and the Bank of 
England and by several other government 
departments besides. - 

Budget day was early in the spring, just as itis - 
today. ‘On the morrow of the close of Easter’ the 
business of the Exchequer was in full operation. 

Occupying the centre of the Exchequer room 
stood a large table, something like a modern 
billiard table, surrounded by a ledge, and covered 
by a dark russet cloth ‘curiously patterned’, i.e. 
marked out into squares with ‘chalk lines. On 
this ‘chequer’ board was played a curious game 
of chess, too complicated to be explained in 
detail here, but which was in effect an annual 
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reckoning or a settlement of accounts as between. 


the king and the sheriffs. These latter, as will 
have been gathered, were charged with the 
collection of manor rents and feudal dues of 
various kinds in the counties. 

The table with, its squares was in effect an 
abacus; a means for facilitating calculations in an 
age not as well versed in ‘the three Rs’ as the 
present. Counters and tallies were the pieces 
used in this curious game of ‘exchequer’ chess. 


Modus Operandi of the Tallies 


Henry I, son of William the Conqueror, had the 
reputation of being a man of marked ability, 
and that this was so is proved by his successful 
efforts to strengthen the authority of the Crown 
and of the State as against the feudal barons. It 
was during his reign that the administration of 


justice, a purely private matter up to his time, , 


was taken over by the State, and also that trial 
by jury was first introduced. 

_ The king was somewhat of a financial expert 
and his establishment of the Exchequer had, of 


course, only one main purpose: the setting up of © 


machinery for the collection of much needed 
revenue. This constitutes his chief claim to our 
interest here, but it may be mentioned in passing 
that he could read and write and was the means 
of bringing a moderately literate bureaucracy 
into being. 


These must be considered achievements, be- 


cause the mass of the population and even the 
majority of the nobles were quite unlettered. 
Scholarship was confined almost exclusively to 


the monasteries, and to a very small stratum of ` 


the laity. The sheriffs themselves, men of birth 
and breeding, responsible for the collection of 


large sums of money in their regions, were some- 


times unable to sign their names to a document 
or to reckon without the aid of their fingers. 
This will explain a matter which may other- 
wise seem very puzzling to a modern mind: why 
was it necessary to have recourse to such rude and. 
clumsy memoranda as the tallies? They were, in the 
- words of the author of the Antiquities and Curiosities. 
`... invaluable auxiliaries of the hard-workec 
. official staff of the Exchequer of Receipt. The 
high-born, or well-to-do, yet often illiterate sherif 
of the Crown, who came before the barons with his 
profer during Easter term, had but to pay in his 
treasure, and take an acknowledgment in the shape 
of a small piece of wood inscribed with a figure 
writing, intelligible at a glance to the meanes- 
comprehension. . . . Then, when he returned a: 
Michaelmas to conclude his annual account, the 
indestructible voucher was readily forthcoming 


a 
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fron his wallet, to be matched with the official 

counterpart.’ 

Tkis very explicit passage makes it clear that | 
however useless the tallies may have become 
later, in the early days after the Conquest they 
had a very definite utility value. The notched 
stick was undeniably something which could be 
understood, even by the totally. uneducated; and 
no doubt the question of ‘durability’ had greater 
significance then. On such tallies as have sur- 
vived from the very. earliest times, Hall says:. 

‘<: the marks made by the knife stand out as d 

clean and true as on the day when they were Cut 

by the chamberlain’s serjeant.’ 
There seems to be a note of nostalgia in the 
comment, as if the writer regretted the advent 2 
of the age of parchment and paper. - sl 


Development of the Tallies 


The notched sticks used by Henry I, and ` | 
poss.bly long before his time, continued to be ; | 
used in the manner described right down to thg- 
early nineteenth century; a fact whick probab 
underlines the dogged resistance to change in 
the 3ritish character rather than the sturdy use- 
fulness of the tallies, for after the arrival of 
Cax-on and the printing press one would have 
expected to see them rapidly supplanted. Such, 
how=ver, was not the case. 

Ir tracing the development of the tallies one 
is obliged to refer to a.well-known -inability of 
certain monarchs, in Britain as elsewhere, to 
strike a favourable balance between income and 
expenditure. The kings of the past seem always 
to have been financially embarrassed and this 
led hem to invent ingenious systems of anticipat- 
ing revenues. And here the wooden tally, that: | 
‘invaluable auxiliary’ was made to play a most 
lucrative role. It was promoted to the status of — 
an instrument of transfer by means of which the 
monarch could assign a sum presently due from 
a debtor, to a creditor. The tally, essentially a 
mere receipt, was transformed into a payment or 
at any rate a pledge against the future. And the 
Exchequer, having once countenanced the pro- 
cedure, had difficulty in preventing it from 
devzloping into a mere matter of routine. 

Cne example may be quoted of the sort of 
thirg that happened. Students of the early, 
history of the Bank of England will remember 
tha: William III and the Whig Government, 2 
hard pressed for money with which to wage war 
aganst Louis XIV, came to the Governor and 
Company with a scheme which involved the 
‘ingrafting of the tallies’ into the Bank stock. ` 


September 1st, 1951 


A Parliamentary Inquiry 


A Parliamentary inquiry had been made into 
the affairs of the Bank, from which there emerged 
in the year 1696 the following proposal: that.the 
Bank be asked to raise the sum of £2,564,000 
from the public against promises to pay in the 
form of ‘tallies and orders on future revenue’. 
The directors were by no means: enamoured of 
the scheme, thinking the amount too great, and 
the tallies (then at a considerable discount in the 
market) a security ‘not likely to promote the 
Bank’s credit’. 

“In the end patriotic motives’ compelled the 

Governor and the Company to make concessions, 
and an Act was eventually passed for the ‘in- 
grafting’ of the tallies. Sir John Clapham, in his 
monumental history, The Bank of England, goes 
into the matter in some detail. The crux of the 
operation was that for £65 of government tallies 
and bank notes (in the proportion of £4 of the 
former to £1 of the latter) subscribers were 
credited with {100 of Bank of England stock. 
\ This was of course an important development 
in technique; and almost the only other one 
worthy of recording is the fact that the tallies, 
originally no more than 8 or g inches in length, 
had in some instances grown to the size of swords 
‘such as are used by the South Sea Islanders’. 
In fact one particularly formidable instrument, 
said to be still a prized possession of the Bank, 
reached the prodigious length of eight and a half 
feet! 


The Last of the Tallies 


‘It is easy to imagine the back-stage activities 
which went into the making, the checking and 
the custody of these notched stick accounts. One 
is not surprised to read that in the time of Pepys 
‘tally making had become a ritual, involving many 
officials and many fees’, 
A fact which does cause astonishment is that 
another two hundred years were to pass before 
the ceremonious whittling of willow sticks was 
brought to an end. 
_ The story is immortalized in the works of 
Charles Dickens,! where he tells of what he and 
many other people were thinking about the 
tallies in the early nineteenth century: 

‘Ages ago a savage mode of keeping accounts on 
` notched sticks was introduced into the Court of 
Exchequer, and the accounts were kept, much 
as Robinson Crusoe kept his calendar on the desert 
island. ... A multitude of accountants, book- 
keepers, and actuaries were born, and died. Still 


1 The Works of Charles Dickens, Vol. 38 (Vol. 2, Letters and 
Speeches, p. 419), Chapman and Hall, 1908. 
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official routine inclined to these notched sticks, as 
if they were pillars of the constitution, and still 
the Exchequer accounts continued to be kept on 
certain splints of elm wood called tallies. In the 
reign of George III an inquiry was made by some 
revolutionary spirit, whether pens, ink and paper, 
slates and pencils, being in existence, this obstinate 
adherence to an obsolete custom ought to be con- 
tinued, and whether a shane ought not to be 


effected. 
NW ‘All the red tape in the country grew redder at the 
are mention of this bold and original conception, 

$ bhd it took till 1826 to get these sticks abolished.’ 

in point of fact the discontinuance of the 
wooden tallies had been decreed by an Act of 
1782, but it did not become fully effective until 
the death of the last of the chamberlains. 


The Drama of 1834 

When that melancholy event had been mourned 
throughout officialdom, the tallies returned to 
Westminster in vast quantities. Special arrange- 
ments had to be made to accommodate them and 
a room, assumed to have been the former Star 
Chamber of ill repute, was presently packed full 
to the ceiling. There the tallies might have 
remained to the present day, food for the death- 
watch beetles and matter for the antiquarian, 
but for the fact that extra space was suddenly 
required. 

An official gave an order for the room to be 
cleared, all unwitting of the catastrophe he was 
about to precipitate. The tallies it had been 
decided. were to be destroyed, and so, in the 
chilly days of early autumn, 1834, they were 
thrown into the House of Commons heating 
stoves. This was in itself an eminently practical 
measure for disposing of what was after all only 
firewood and kindling. Unfortunately, the stoking 
seems to haye been carried out with a positively 
diabolical zeal. The Houses of Parliament were 


-not only thoroughly warmed; they were converted 


into a raging inferno of smoke and flame and 
were almost completely gutted. Only historic 
Westminster Hall survived the holocaust. 


Epilogue 

So, in a blaze of glory and defiance the tallies 
made their exit. And yet one wonders, was that 
great fire of 1834 really the end of these age-old 
accountancy relics? Have they not risen again, 
phoenix-like from the ashes, in this twentieth 
century? Transformed, apotheosized, sublimated, 
it is true, but still recognizably the Palaeolithic 
notched sticks, the tallies which Henry I and 
William III found so useful, granted a new lease 
of life and referred to as prinched cards. 
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WEEKLY NOTES 


Cost and Works Accountants’ Summer 
School 

The second residential summer school of the Institute 
of Cost and Works Accountants, which assembles at 
St Catherine’s College, Cambridge, on Monday and 
- continues throughout next week, will be the first of 
the several- similars events to be held by leadi cys 

bodies in the profession during the coming weeks 
The summer course of the Institute of Charte: 4 
Accountants in England and Wales at Oxford ae 
following week and the Society’s course at Cambrithé 


later in the month, will be followed by the biennial 


autumnal conference of the Institute in October, at 
Torquay, and reports of each will appear in our 
columns. 

On Tuesday and each successive morning’ next 
week, the summer school of the Cost and Works 
Accountants will be addressed by authoritative 
speakers on various aspects of the general theme of 
this year’s course, which is factory management. 
(The subjects and names of speakers were detailed 
. in our issue of July 14th last). Group discussions will 
follow, and in the evening reports will be made by 
group leaders, to which the speaker will reply, and 
there will finally be a summing up by the chairman. 

We hope to include a survey of the papers presented, 
in our issue next week. 


Report on Welding 


‘On careful consideration the. team formed the 
impression that overall American productivity is 
- greater than British.’ So says the report on welding 
which has been published this week under the 
auspices of the Anglo-American Council on Produc- 
tivity. The report goes on to say that the reason. for 
this is not so much in the techniques employed as in 
the organization and layout of the-shops and in the 
attitude of the men on the shop floor. 

There appears to have been less difference found 
in costing methods and in the amount and quality of 
statistics kept, compared with British practice, than 
in other aspects of the welding business. Only one firm 
was found among those visited where arc-time 
records were used to measure productivity. Most firms 
visited had no more idea about arcing time factors 
than British firms. They also noticed that few firms 
visited were operating a piece-work or other incentive 
scheme. They did find however that two- and three- 
shift systems were often used to make better use of 
capital equipment than in this country, and that 
labour was more flexible and concerned to assist 
actively in increasing output. 

In many industries where welding practices were 
compared there was found to be very little difference 
between techniques used in America and over here. 
Substantial productivity differences were to be found 
nevertheless. For example, in structural steel work 
` where techniques are similar on both sides of the 


$ 
Atlantic, according to the report, one American firm 
was found to use only fifteen man-hours of direct 
labour per ton of fabricated steelwozk. This is much 
lower than is generally found in this country. 


Another Productivity Team visits U.S.A. 
A British fruit and vegetable utilization productivity 
team, which sailed for the United States under the 
auspices of the Anglo-American Council on Pro- 
ductivity and Economic Co-operation Administra-.. 
tion, on August 2gth, is being led by Mr R. P. 
Cooper, A.C.A. 

Mr Cooper is chairman and managing director of 
George Mason & Co Ltd, sauce and pickle’ manu- 
facturers, of London. f 


Australia’ s Decision on Wool - 


For some time now an air of uncértainty about 
Australia’s final attitude on a price ceiling for wool 
has hung over the international wool market. The 
spring and summer auctions, already recording much, , 
lower prices for incoming clips, have been made all 
the more sensitive by strong American pressure for 
some form of international wool allocation involving 
fixed upper prices so that it could stockpile wool 
without having to pay somewhere near recent fan- 


_ tastic prices. The Australian Government has now 


announced that it will not take part in any inter- 
national arrangement which could damage the ` 
present auction system. The news has been well 
received in Australia and in Bradford. 

This statement of faith in the advantages ep a 
free wool market comes at a time when the market 
is better placed to justify that faith than it has been 
for some time. This year there is every prospect 
that the world demand for wool is going to be rather 
less than the available supply. That does not neces-. 
sarily mean that wool prices are in for a continued 
fall, for there is room for stockbuilding throughout 
the world if manufacturers can be persuaded that" 
prices are not going to fall heavily and that customers 
can be persuaded to buy wool textiles round about 
the present level of prices. 

Some downward adjustment in wool prices could 
take place without seriously worrying the wool 
exporters. But if present supply and demands 
continue they may find that they have accepted a 
stern but salutary discipline which will take some 
of the inflationary impetus out of their incomes 
(especially in Australia). 


As Others See Us 


The periodic bulletins put out by the Economic’ 
Commission for Europe offer a useful diagnosis from 
the outside, free on the whole from wishful thinking, 
on the economic state of member countries. In the 
latest one, there is a good deal to say about the great 
and growing pressure of inflation in this country.. 








September Ist, 195 1 


There are also some interesting statistics about the 
comparative increase in industrial production in 
various European countries. There is nothing coming 
out of the comparison which should foster any spirit 
of self-congratulation in this country. For example, 
if the first four months of 1950 are taken as 100 the 
production performance of certain countries over the 
first four months of this year comes out as follows: 
France 114, Germany 135, Belgium 121 and Britain 
105. The average for all member countries was 113. 

Great emphasis is placed in the report on the need 
for Europe to raise more coal and become independ- 
ent of imports from the United States. This warning 
is applicable to this country at least as much as to 
any other. Sir Hubert Houldsworth, the chairman of 
the National Coal Board produced some disquieting 
coal stock figures at Oxford this week. Gas works 
have 3-5 weeks’ stocks at present against 3°8.this time 
last year. The railways are at 1-7 against. zo. Mer- 
chants supplying house coal have two-thirds of last 
year’s comparative figure, and anthracite and boiler 
fuel stocks are in even worse shape. Sir Geoffrey 
Vickers, another member of.the Board, put in a plea 
‘to the miners in those areas where they have refused 
‘to accept foreign workers to reconsider their decision. 


Ni 


Sulphur Outlook 


Prospects for a slightly larger sulphur quota for this 
country are rather better than they have been in 
the recent past. The Sulphur Coaunittee of the 
International Materials Conference is expected to 
make its recommendations on the allocations for the 
last quarter of the year round about September roth. 
Most of the export surplus of sulphur comes from the 
United States and the final figures are likely to be 
very much influenced by the final assessment in that 
country of what it can afford to export. 
` Moderate optimistn is based on two facts. First, 
production in the United States is thought to be 
running slightly ahead of consumption, stocks being 
equal to about five or six months’ requirements. 
Second, the recent discoveries of large deposits in 
the southern states of the Union may well have a 
useful psychological effect on American assessments 
although the value of these deposits is not as yet fully 
agreed among the experts. 

Any improvement in supplies to this country will, 
of course, be only relative. An end of the shortage 
is not yet in sight. 


Cross-Currents in Prices 


Evidence continues to accumulate that world prices 
are moving downwards and that, at a seemly distance, 
British internal prices may do likewise. There are 
still plenty of influences at work however, particu- 
arly as regards the domestic prices structure (witness 
the rise in steel prices this month) which makes it 
much too early to say that the general trend is 
downwards. 

So far as this country is concerned, the latest prices 
to be written down are September and October 
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delivery prices for raw cotton, although it will not 


be until October that any important change takes 
place, when the Raw Cotton Commission cuts 
American-type cotton prices. For those who prefer 
to look at official statistics, rather than place too much 
credence on the movements of individual commodity 
prices, the Board of Trade’s index of wholesale prices 
is now beginning to record what may prove to be 
significant changes. 

Wholesale prices in July are now published i in this 
official index and they are seen to have fallen o-g of 
a point compared with June. The size of the fall is 
perhaps trifling but it is worth recording that it is a 
fall-and the first-one since July 1949. This token 
decline is, however, the net result of a number of 
contrary movements. Certain key textiles pulled the 
index down, but food prices were higher and import- 
ant industrial raw materials were often fractionally 
dearer. Among the metals, tin fell heavily but zinc 
and lead were higher. There-are also signs that the 
lower level of world prices is beginning to have a 
slight effect on the terms of trade. In July import 
prices eased off by one point. This is a very small 
movement but like the change in the level of whole- 
sale prices, it is a move in the right direction. 


Better Railway Traffic Receipts 


For the second four-week period in succession rail 
passenger receipts have shown an improvement on 
the corresponding period of 1950. In the period 
ended August rath, there was an increase of 4-8 per 
cent on 1950. For the 32 weeks of this year so far 
total railway receipts are {222 million compared 
with £202 million for last year—an improvement of 
about £20 million. 

These encouraging signs of resilience on the 
receipts side are welcome not least ‘because the 
position on the labour’ side continues to be unsatis- 
factory. It is comforting to have some good news 
from an industry which is still some 30,000 short of 
an adequate labour force. Such a gap would stretch 
the railways’ resources well nigh to breaking point if 
there were a severe winter which called for emergency 
movements of coal. 


Still Fewer Cars 


There will be fewer cars on the home market next 
year than this. The Ministry of Supply has announced 
that owing to the needs of defence and the continued 
need to increase exports there must be a cut in 
domestic deliveries. 

This year the allocation is 80,000 o plus half of any 


` production over 460,000. This probably means that 


this year there will be about 100,000 cars coming into 
the domestic market. Next year the limit is 80,000. 

- If this policy is adhered to- and of. course that 
depends to some extent on the capacity of export 
markets to take British cars and the programmed rate 
of production for rearmament — it means that even if 
raw material’ shortages are overcome the motoring 
public will not benefit. 
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FINANCE AND COMMERCE 


Neither the breakdown of the Persian negotiations 
nor the failure of the Korean truce talks has had 
material effect on stock markets. Busiress has fallen 
away to merely routine proportions, and undoubtedly 
the overriding factor in the situation continues to 
be the dividend limitation proposals and the political 
uncertainties surrounding them. 


Over-Depreciated 


The directors of Cork Manufacturing Co Ltd, whose 
accounts to April 30th, 1951, we reprint this week, 
emphasize that no charge has been made for deprecia- 
tion of land and buildings or plant and machinery 
in arriving at the net profit, after taxation, of £57,652. 
The reason for this was given in the previous report. 

It was the policy for many years to depreciate fixed 
assets at rates ‘which are now believed to be/some- 
what excessive’. The procedure has therefore been 
adopted of making an appropriation from ‘profit 
which. is credited to a plant replacement reserve. 
The amount so taken is £15,000 which,.it is explained, 
is considerably in excess of the normal annual 
depreciation charge in respect of the freehold land 
and buildings and the plant and machinery. 


CORK MANUFACTURING COMPANY LIMITED 
Consolidated Balance Sheet 
Combining the Assets of Cork Manufacturing Company Limited and its Subsidiary Companies as at April 30th, [951 





























April 30th, 1950 
£ £ £ £ 
Issued Share Capital of Cork Manu- 
280,000 facturing Co Ltd 323,333 
` Reserves and Undivided Profits: 
Capital Reserves: 
14,807 Share Premium Account . 14,807 
` Excess Profits Tax Post-war 
88,804 Refund Account se .. 94,742 
103,611 109,549 
Less Amounts applied for Issue 
of 173,334 fully-pald Be 
Ordinary Shares at par 
(Share Premium Account 
- £14,807 and Excess Profits 
Tax Post-war Refund Ac- 
= count £28,526) - 43,333 
103,614 66,216 
Revenue Reserves: 
50,000 General Reserve .. ee .. 70,000 
60,000 Contingencies Reserve .. .. 60,000 
15,000 Plant Replacement Reserve 30,000 
1,000 Deferred Repairs š 1,000 `. 
Future Taxation — Income-tax, 
[951-52 (eleven twelfths) and 
41,500 1952-53 63,576 
10,119 Income-tax on Initial Allowances ‘12,346 - 
13,056 Undivided Profits D — 17,521 
190,675 254,443 
574,286 Total Capital and Reserves é ` 643,992 
Outside Shareholders’ Interest In 
3,988 Subsidiary Companies ` 12,195 
Current Liabilities and Dividends: 
Trade Creditors and Accrued 
104,791 Charges .. S S 111,474 
45,306 Current Taxation 47,724 
11,412 Proposed Final Dividends (net) 13,737 
161,509 172,935 








Note. — There are outstanding Capl- 
tal Commitments amounting to 
approximately £23,000 (1950, £12,000) 

5 for which no Provision has been made 
In these Accounts 


€739,783 £829,122. 





This question of depreciation is considered each 
year and when the directors feel that the balance of 
the extra depreciation has been absorbed, they intend 
to revert to normal practice of making an annual 
depreciation charge. 

The action taken is clear enough but there is no 
answer to such questions as what the excess deprecia- 
tion amounts to, why it was not written out of the 
depreciation account in one go and what the fixed ` 
assets may be worth at present date. `A 


More Capital Needed 
The directors are now facing a need to raise further 
capital which, owing to profits tax, they propose 
should be in the form of debentures. Apparently | 


there is a tendency for supplying countries, par- 
ticularly Portugal, from which cork is obtained, to 
seek financial assistance from the company before 
date of shipment owing to the local inability to | 
finance purchases in the forests. 

Incidentally, Portuguese law prohibits the strip. 3 
ping of the bark of the cork oak tree at less than 
nine-year intervals. After removal of the virgin 
bark, the tree forms new cork at the rate of about 


April 30th, 1950 





























£ £ - £ £ £ 
Depre- 
clation 
and - 
amounts 
Cost written Balance 
Fixed Assets: off l 
Freehold Land and Build- 
103,185 . ings 122,768 10,465 112,30 
95,059 Plant and Machinery 206,689 93,433 113,25 
11,710 Fixtures and Fittings 24,149 11,395 12,754 
4,425 Motor Vehicles 13,799 4,712 9,087 ' 
214,379 367,405 120,005 247,400 
Goodwill (including pre- 
mium pald on acquisi- 
tion of a Se 
I Company) > 17,735 13,505 4,230 
{ Patents d DÉI 20,200 20,199 l 
214,381 £405,340 £153,709 251,631 
Current Assets: 
Stock-in-Trade and Work in Pro- 
gress at the lower of Cos: or 
274,572 Market Value 326,649 
Debtors and Payments in Advance, 
165,020 less Provision for Bad Debts 197,981 
British Government Securities at 
3,000 Cost 3,000 
82,810 Cash at Bankers and ‘in Hand 49,861 
525,402 577,491 
E 
£739,783 £829,122 
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one-eighth of an inch per annum. The company 
gives these facts in an extremely interesting booklet 
on the origin and use of its products. Prime quality 
cork is reached with the third stripping and after a 
further three or four strips, quality declines. 

The basis of cork’s physical qualities is in its 
cellular structure, each cubic inch of good quality 
natural cork containing some 200 million minute 
cells. Each cell forms an air-tight compartment with 
completely impermeable walls. 


Any Idea? 


Would the directors of Sheepbridge Engineering 
Ltd by any chance have any idea what the company’s 
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unquoted investments might have been worth on 
balance sheet date March 31st, 1951? The invest- 
ments, they point out, consist wholly of quoted and 
unquoted shares in colliery companies which will in 
due course be wound up. Substantial distributions of 
capital, it is added, have been received during the 
year from these sources. In the case of the unquoted 
shares, the directors are of the opinion that the value 
of the shares very greatly exceeds the present nominal 
book value of £1. If the unquoted position is any- 
thing like the quoted which in the books at £11,163 
had a market value of £1,006,400, the hidden reserve 


must be substantial. ‘Very greatly exceeds’ is too 
indefinite. 


CORK MANUFACTURING. COMPANY LIMITED 
{incorporated the lith day of December, 1924) 
$ Registered Office: 53 New Broad Street, EC2 $ 
Balance Sheet, April 30th, 1951 





April 30th, 1950 
£ £ 


























£ £ £ 
issued 
Author- Author- fully 
issued ized ized pald 
Share Capital: 
130,000 150,000 Ordinary Shares of 5s each 300,000 173,333 
d 6 per cent Cumulative 
, Preference Shares of 5s 
(150,000 150,000 each Sa Se 150,000 150,000 
280,000 £300,000 £450,000 323,333 
Reserves and Undivided Profits: 
S Capital Reserves: 
14,807 hare Premium Account +» 14,807 
Excess Profits Tax Post-war Refund 
88,804 Account .. Se D os 94,742 
103,611 : 109,549 
Less Amounts applied for Issue 
of 173,334 Fully-pald 5s 
Ordinary Shares at Par 
(Share Premium Account 
£14,807 and Excess Profits 
Tax Post-war Refund Ac- 
— count £28,526) . +. 43,333 
103,611 —— 66,216 
` Revenue Reserves: 
` 50,000 General Reserve.. ae .. 70,000 
60,000 Contingencies Reserve .. .. 60,000 
15,000 Plant Replacement Reserve .. 30,000 
) 1,000 Deferred Repairs ar as 1,000 
Future Taxation -Income Tax 
1951-52 (eleven twelfths) and 
38,750 1952-53 ae oe .. 61,412 
10,119 Income-tax on Initial allowances 12,346 
43,005 Undivided Profits ia s. 14,678 
` 187,874 249,436 
571,485 Total Capital and Reserves Aë 638,985 
Current Liabilities and Provisions: 
Trade Creditors and Accrued 
101,771 Charges .. we D «+ 104,994 
24,224 Current Taxation .. oe .. 46,912 
11,412 Proposed Final Dividends (net) .. 13,737 
137,407 165,643 
Note. — There are outstanding 
Capital Commitments amounting to 
approximately £23,000 (1950, £12,000) 
for which no Provision has been made 
in these Accounts. 
£708,892 £804,628 





` April 30th, 1950 
£ £ 




















£ £ £ 
Depre- 
ciation 
and 
Š amounts 
. Cost written Balance 
Fixed Assets: off 
Freehold Land and Build- 
103,185 ings e's ne 1,185 9,922 111,263 
89,755 Plane and Machinery 194,722, 91,338 103,384 
11,225 Fixtures and Fittings 22,826 11,236 11,590 
4,128 Motor Vehicles Pry 11,001 4,001 000 
208,293 349,734 116,497 233,237 
Goodwill .. DÉI 13,506 13,505 1 
1 Patents Sie 20,200 20,199 H 
208,295 £383,440 £150,201 233,239 
DEE 
Investments in Subsidiary Com- 
7,300 panies, at Cost .. dë aia 20,600 
Current Assets: 
Amounts due by Subsidiary Com- 
44,598 panies a ae as -» 84,844 
Stock-In-Trade and Work in Pro- 
gress at the lower of Cost or 
267,019 Market Value à RA .. 316,588 
Debtors and Payments in Advance 
105,043 tess Provision for Bad Debts 109,122 
British Government Securitles, at 
3,000 Cost sae wie a +» 3,090 
g 73,637 Cash at Bankers and In Hand 37,235 
493,297 550,789 
A. COOTE 
Directors. 
LN. COOTE 
£708,892 £804,628 








REPORT OF THE AUDITORS TO THE MEMBERS OF CORK MANUFACTURING CO LTD 


We have obtained all the information and explanations which to the best of our knowledge and bellef were necessary for the purposes of our 
' audit. In our opinion proper books of account have been kept by the Company so far as appears from our examination of those books. We have 
$ examined the above Balance Sheet which is In agreement with the books of account. In our opinion and to the best of our information and accord- 
Ing to the explanations given us, the sald Balance Sheet gives the Information required by the Companles Act, 1948, in the manner so required 

and gives a true and fair view of the state of the Company’s affairs as at April 30th, t951. 

We have also examined the annexed Consolidated Balance Sheet and Consolidated Profit and Loss Account of the Company and Its Subsidiaries 
dealt with thereby with the audited Accounts of those Companies, one of which has not been audited by us. Subject ta the foregoing, in our 
opinion, such Consolidated Balance Sheet and Consolidated Profit and Loss Account have been properly prepared in accordance with the provisions 
of the Companies Act, 1948, so as to give a true and fair view respectively of the state of affairs and of the profit of the Cork Manufacturing Co 
Ltd and Its Subsidiaries dealt with thereby, so far as concerns members of Cork Manufacturing Co Ltd. 


53 New Broad Street, London, EC2. 
July 18th, 1951, 


FARROW, BERSEY, GAIN, VINCENT & CO, 
Chartered A S ients. f Auditors. 
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, CORK MANUFACTURING COMPANY LIMITED 
Consolidated. Profit and Loss Account for the year ended 
. April 30th, 1951 




















April 30th, 
1950 
£ D £ D 
Trading Profits for the Year "153,239 116,345 
Before charging the following: 
Depreciation 3,337 2,640 
+ Directors’ Emoluments: à 
Fees .. . £1,100 1,100 
Remuneration as Executive Direc- 
tors . 21,487 20,410 
22,587 : 
~' Reserve for Income tax on Initial Allowances 2,227 3,852 
28,15! 28,002 
Dé 125,088 88,343 
` Add Interest on Government Securities 75 7s 
125,163 88,418 
Deduct Profits retained tn the Accounts of . . 
Subsidiary Companies (including £1,744 ` 
attributable to outside Shareholders) R 5,511 (Add) 254 
f 119,652 88,672 
Deduct Taxation Veure on SCH Sfr the ie Yeats 
income tax `, $ 40,000 25,495 . 
"` Profits Tax .. 22,000 14,425 
—— 62, c00 —— 39, 920 
The Profits of Cork Manufacturing Co Ltd 
amount to 57,652 48,752 
Add Balance brought forward from ` ‘the pre- 
vious year... a 13,005 11,718 
Balance available for Appropriation 70,657 60,468 
Dealt with as follows: $ 
~ General Reserve Oé D , 20,000 15,000 
Plant Replacement Reserve .. 15,000 15,000 
Dividends, less Income tax: K 
“Cumulative Preference Shares at the rate of 
6 per cent for the year to April 30th, 1951 4,837 4,950 
. Ordinary Shares: . 
interim of 5 per cent (actual) paid ‘on 
January 29th, 195 4,767 3,575 
Proposed Final of 124 per cent actual) 
making 17} for the year we 11,375 8,938 
—— 55,979 ——— 47,463 
Balance carried to Balance Sheet DÉI £14,678 -£13,005 


Note. — In accordance with South African Law the Accounts of Cork 
Manufacturing Co (South Africa) Led are made up annually to June 30th, 
and tha above Consolidated Profit and Loss Account includes the Trading 
Results for the year ended June 30th, 1950. The Trading Results of another 
subsidiary have been Included from the date of acquisition on January Ist, 
1951, to April 30th, 1951. 
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Summary Example .- > 
The accounts of Jeremiah Ambler &.Sons Lid, this 
year contain an interesting example of earnings and* 
assets summary. This in the original covers seven years 
but for space reasons has been limited to two years, 
in the reproduction. In addition to profits, taxation, 
etc., the summary shows that 72 per cent was earned 
on the ordinary capital and 14 per cent paid, and 
this relation of dividend to earnings i is one of the 


essentials. 


JEREMIAH AMBLER GROUP 
Statement showing comparison of Profits, Capital and Taxation 
Yearended Year ended 


Dec. 3tst, Dec. 3ist, 4 


1949 1950 

Profits before taxation, debenture interest £ y ih E ER 

and transfers tc building replacement 

reserve Si Ke Sa SN 22€,118 222,244 
National taxation 120,555 116,504 
Issued capital— 

Preference 300,000 300,000 

Ordinary Sé 275.272 282,516 

. 44 per cent Debenture stock 150.000 300,000 
Cost. of dividends on ordinary, stock, (after Se EE 

taxation) 21, 1967 21,189 
Cost of dividends on preference shares (after t 

taxation) - 9,075 9,075 
Cost of Interest on At Per cent debentures S 

(after taxation) S 2,250 9,563 
Dividend rate (gross) on ordinary stock |. 14% ae, 
Dividend rate (gross) on estimated capital 7 

employed (fess preference share capital and ` 

debentures) ~ R% Io, ` 
Earnings percentage cn ordinary stock before { 

taxation and after al! prior charges 73% 12% 
Group shareholders funds attributable to 

ordinary stockholders £606,270 `` £703,757 
Equalling asset value per steck unit of 5s at zi 

balance sheet values . tij- 12/5 
income per 5s unit of ordinary stock. (before 

taxation and after all prior charges) e 3/9 3/7 

wk £ 

Current assets, less current liabilities 756,646 968,908 
Balance of undistributed profits and free 

reserves Ke ee éi Së e 231,489 325,273 


‘Money Market 
Treasury bill applications totalled £318,685,000 and 
the allotment basis was 77 per cent with the average 
rate 108 3-36d per cent. This week’s offer is £250 
million. There is no Treasury deposit receipt call. 


r 


REVIEWS 


SHORTER NOTICES 

Orrice Systems. (The Office Management Associa- 
tion, London. Volume I. 7s 6d net.) Four papers, 
given at various one-day conferences of the Associa- 
tion, and entitled ‘The application of planning to 
sales ledger systems’, ‘Bought ledger systems’, 
‘Stores control procedures’, and ‘Wages procedures’, 
have been brought together to form the four 
informative chapters of this slim volume. An office 
manager seeking to reorganize his systems would, 
without doubt, be rewarded by a study of these pages. 

. REGISTER op SURVEYORS, LAND AGENTS, AUCTION- 
EERS AND ESTATE AGENTS, 1951. (Thomas Skinner & Co 
(Publishers) Ltd, London. £2 post free.) The one 
thousand and one pages of the Register — publication 
of which was interrupted by the war- include a 
combined list of the 20,000 members of The Royal 
Institution of Chartered Surveyors, The Land 
_Agénts’ Society, The Chartered Auctioneers. and 
Estate Agents’ Institute and The Incorporated 


Society of Auctioneers and Landed Property Agents. 
Other features of this authoritative volume are the 
historical details of the formation and development of 
the four institutions; a broad selection of official and 
statistical information important to the professions 
and the layman; and a thumb-indexed ‘town register’, 
comprising a comprehensive topographical directory 
of the names of firms whose partners are members of 
these professional bodies. ` 

Bug po Socrery Work Espen, by Herbert 
Ashworth, with Scottish Supplement by Robert 
Stoddart. (Franey & Co Ltd, London, 2s 6d net.) 
This small paper-backed publication is described as 
an introductory beoklet explaining what buildin 
societies are, how they are constituted, and the’ 
characteristic features of their everyday work. It was 
originally conceived as a primary text-book for new 
employees, and while being admirably suited. to this 


“purpose it will also be useful to the layman who i is 


interested in the subject. - 
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CORRESPONDENCE 


t . Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Directors’ Emoluments 


Sir, — We should be glad to hear the views of your 
readers on the following: 

X is the managing director of A Ltd, and is also 
director. of sundry other. companies with which A 
Ltd is in no way connected. X receives a fixed rate 
„of commission from A Ltd on all machinery and 
“parts of machinery bought for A Ltd by him. It 
has been suggested that this commission could be 
regarded as an emolument received from the company, 
but X maintains that he receives these commissions 
as an outside person who buys and sells machinery, 
and. that his commissions do not cover his costs. 
Similar arrangements may exist with some of his 
other companies. 


It appears to us that there are grounds for arguing. 


that X is carrying on an independent trade, and 
‘there would be evidence to support this view ‘if we 
Ke receive his assurance that account is taken of 

s commission for tax purposes under Schedule D. 
We have been given to understand that no such 
account’ is taken as there is no profit. In these 
circumstances we feel that there is a real doubt as 
to whether the commissions should be classed as an 
emolument for the purposes of Section 196 of the 


Campaniés Act Yours faithfully, 
DORSET. 


‘Training for Accountancy’ 


Sir, — Sir Harold Howitt’s Cantor lecture published 
fin your issue of August 11th, will have been read with 
the greatest interest and a very large measure of 
bagre reement by accountants whether in public practice 
or’ ‘employed i in industry. As one of the latter, may I 
be permitted to express some regret that in the latter 
-part of ‘his lecture Sir Harold appears to restrict 
professional attributes to those accountants in public 
practice. Surely the admirable list of eight qualifica- 
tions which he suggests appropriate to. the case of 
public accountants:is equally appropriate to those of 
us. who, after a period of practical experience under 
the “guidance of a qualified practitioner in public 
accountancy, prefer to use our knowledge and 
experience in an industrial appointment. A doctor, 
even before the days of the National Health Service, 
was recognized as a professional man governed by a 
code of ethics whether he was in public practice or 
émployed full-time at a salary by a hospital or similar 
EE It is, surely, in the interests of our 
‘profession as a whole that those of us employed in 
industry not only feel ourselves to be governed’ by 
professional considerations, but also that our em- 
ployers treat us similarly, 

May I suggest that the attainment of this a will 
be helped if on all occasions we use the’ definitions 


‘accountants. in public practice’ and ‘accountants 
engaged in industry’, etc., instead of the loose and 
I maintain, inaccurate colloquialism ‘the profession’ 


aad Yours faithfully, 
P. D. IRONS, B.COM., A.C.A., F.C.W.A. 
Cowes, I. wW. 


Orthodox Profits 


Sir, — I have a suspicion that Mr Briscoe is not the 
fundamentalist he would have us believe, and in 
support of this may I quote and criticize just one 
assertion he makes in his letter published in your 
issue dated August 4th, 1951: ‘there is a world of 
goods, and a world of money, and the two must not 
be mixed’. 

Might I suggest to Mr Briscoe that he thinks back 
to the days when some remote ancestor of his went 


, out into the forest to kill a bear to produce a winter 


coat for his mate. Even that simple act of domestic 
economy, into which no question of money enters, 
cannot be confined solely to a world of human effort 
and natural products (labour and materials). To 
cause the effort to produce that coat there had to be 
first the zdea that his mate required such a garment, 
which seems to indicate a ‘world of intellect’; and in 
so far as he desired to increase his mate’s happiness 
thereby, the spiritual world also seems to be involved. 
Each of these worlds has contributed to the produc- 
tion of that coat, but we cannot confine our measure- 
ment of the profit derived therefrom, as expressed 
by the benefit derived from the wearing of it (which is 
the true profit), to exclusive terms of materials, 
labour, intellect or spirit. It.is a synthesis of all four. 
Mr Briscoe perhaps would argue that there cannot 
truly be said to be a profit, as there is no money 
involved. 

Today, some two thousand million individuals are 
involved in similar transactions, as producers, 
distributors, or consumers; and to facilitate the 
necessary interchange of contributions from each of 
the four worlds, money has been invented and is 
accepted as the orthodox means of exchange and 
measurement of value. It is, perhaps, from this that 
Mr Briscoe argues that, as money is the orthodox 
measurement of economic values, so it must be the 
orthodox method of measuring profit; with which I 
would agree. Mr Briscoe, however, seems to extend 
this conclusion to mean that orthodox profit must be 
the difference between today’s realized sale price and 
the historical cost as measured in terms of money at 
the date of purchase or manufacture. In other words, 
under inflationary conditions, by the mere fact of 
buying early and ‘selling late (a practice which is 
inflationary in itself) we ‘earn’ more profit. I suggest 
such dn interpretation of orthodox profits as represent- 
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ing true profits, arises from the fallacious assertion 
that the world of money must not be mixed with the 
world of goods, when in fact profits derive from 
economic transactions — each dependent in some 
degree-on contributions from each of, at least, 
four interdependent worlds. 

Yours faithfully, 


Kensington, W14. Wm. E. SPRUCE. 


The Qualified Accountant in Industry 
Sir, — May I draw attention to two points of interest 
in connexion with the correspondence under this 
heading in recent issues. 

One is the tendency to presume an artificial line 
between audit practice and industrial accountancy, 
so assuming that the auditor has no contribution at 
all to make to the speedy and efficient preparation 
of accounts and information for management. In 
actual practice the industrial accountant does often 
benefit by suggestions from the wide range of ex- 
perience of the auditor. The line is not nearly so 
clear cut as the correspondence would indicate. 

The other’ is the necessity, whatever form of post- 
qualification course is visualized as training fof 
industrial accountancy, to stress the tremendous 
change in outlook which must take place in the 
accountant, trained solely within the profession, 
when taking up an industrial appointment. I 

Perhaps the greatest difficulty is to acquire a sense 
of urgency; to realize that his work is now with 
immediate problems and those to come, rather than 
the preparation of history. Moreover, he will have 
to face questions peculiar to the concern. which may 
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throw him entirely on his own resources — no text- 
books, no principals, no accumulated body of 
recognized practice, no colleagues dealing with similar; 
matters to consult for ideas. 

Further, he will probably find himself expected to | 
co-operate with, and even weld mio a team, folk of 
very dissimilar calibre with whom he would formerly 
have had little in common. These are matters very 
difficult to cover in technical training. 

However, that the need for ever-wider technical ` 
training is being generally recognized is instanced by 
the recent institution by the Chartered Institute of 
Secretaries of post-qualification diplomas in man- 
agement and accountancy. 

Yours faithfully, 
K. BLUNDELL, A.c.1.8., A.A.C.C.A. 

Birmingham. 


Sir, — You have already been over-generous to me 
with your valuable space — but may I beg your 
further tolerance to say that I could not agree more 
with the letter of my namesake, Mr J. Rose, as to the 
immense importance of practical experience in 
industrial accountancy. EN 

His estimate of 3-5 years’ training in industry ` 
is, in my opinion, a very fair one. But as far as his 
swimming analogy goes, surely he would agree that 
the man who has been properly trained from the 
start is much more likely to win races in the future 
than the man who was pushed into the deep end and 
left to develop his own style. In work or in play, 
early training in the right methods is always worth it. 
Yours faithfully, 

T. G. ROSE. 





London, NW8. 


NOTES AND NOTICES 


Personal 


Messrs RaysouLD, Hinxs & Co, Chartered 
Accountants, of Smethwick and Birmingham, an- 
nounce that on July 31st they removed to more 
commodious offices on the first floor of the West 
Bromwich Building Society premises at Cape Hill. 
The new address is 31 Cape Hill, Smethwick, 40. 
Telephone: Smethwick 0435. 

Messrs BoLTon, BurLivanr & Co, Chartered 
Accountants, of 6 Friar Lane, Leicester, announce 
with regret the death, on August 26th, of their 
partner Mr A. W. Pootey, F.c.a. The practice will 
be continued by the remaining partners, Mr J. B. 
BULLIVANT, ¥.C.A., and Mr R. D LEA, F.c.a. 


The Sixth International Congress on 
Accounting, 1952 
MAJOR-GENERAL E C. Haves, C.B. 

The recent sudden death of Major-General E. C. 
Hayes, €.B., at the age of 55, came as a great shock 
to all who knew him. General - Hayes, who ` wa 
placed on the retired list in 1947, was in. December 


1950 appointed the Chief Executive Officer of The 
Sixth International Congress on Accounting, 1952. 

Major-General Hayes served in the First World 
War and was mentioned in dispatches. A‘ graduate | 
of the Staff College, Camberley, he held various 
commands in the Second World War, including that 
of the 169th Infantry Brigade, the Third Division 
in England, and the Nigeria Area, West Africa, 
afterwards being appointed G.O.C. British Troops 
in China and head of the British Military Mission 
to China. He had recently been appointed Colonel of . 
the Royal Norfolk Regiment. 


| 


Overseas Economic Surveys 
ECONOMIC AND COMMERCIAL CONDITIONS IN 

g PAKISTAN r 
A survey of economic and commercial conditions int“ 
Pakistan has just been published by His Majesty’s 
Stationery Office, price 5s net. This is the latest 
volume in the series of overseas economic surveys 
issued by the Commercial Relations and Exports 
Department of the Board of Trade. ' 


September 1st, 1951 ` 


Courses of Lectures on Taxation 
It. is proposed to hold, at Kingsway Hall, Kingsway, 
London, WCS, two courses, each of seven lectures, 
on taxation law and practice as detailed below. All 
lectures will commence at 6.15 p.m. and will last 
for 14 hours, including time for questions. The 
lectures will take place on Wednesdays and Thurs- 
days, commencing September 26th and 27th. 

Wednesdays. — Commencing September 26th, 1951, 
for advanced students and practitioners. 

Lecturers: Mr Percy F. Hughes, A.S.A.A., F.C.LS., 
Assistant Editor of Taxation, and Mr T. L. Graham, 
*A.S.A.A., of Taxation. 

Subjects: (1) ‘Profits tax’, by Mr Hughes; (2) 
‘Property assessments and claims’, by Mr Graham; 
(3) “The Finance Act, 1951’, by Mr Hughes; 
(4) ‘Taxation of trading profits’, by Mr Hughes; 
(5) ‘Capital allowances’, by Mr Graham; (6) ‘Con- 
duct of appeals’, by Mr Hughes; (7) ‘Double taxa- 
tion’, by Mr Hughes. 

To practitioners the lectures should present an 
opportunity of revising and bringing up to date 
their knowledge of the subject. 

A“ Thursdays. - Commencing September 27th, 1951: 
Introductory and for Intermediate students. 

Lecturers: Mr T. L. Graham, a.s.a.a., and Mr 
J. M. Cooper, A.A.C.C.A, ACIS. of Taxation. 

Subjects: (1) (a) ‘Income-tax reliefs and allow- 
ances’, (b) ‘Schedule A’, by Mr Graham; (2) ‘Sched- 
ule E’, by Mr Cooper; (3) ‘Schedule D, Cases I and 
IP’, by Mr Graham; (4) ‘Trading losses and partner- 
ship assessments’, by Mr Graham; (5) ‘Schedule D, 
Cases IV and V’, by Mr Cooper; (6). ‘Profits tax, I’, 
by Mr Graham; (7) ‘Profits tax, II’, by Mr Graham. 

These lectures should be found of value to 
students preparing for the various professional 

xaminations, supplementing their studies and pre- 
Lë the practical aspect of the subject. 

Fee for each course £1 15; admission cards for the 
lectures can be obtained from Mr Ernest T. Green, 
F.c.C.S., Kingsway Hall, Kingsway, WCS, Telephone 
Holborn 8860. Light refreshments at reasonable 
pricés can be obtained on the premises between 
5 p.m. and 6 p.m. before each lecture. 


Tithe Redemption Commission 

The attention of landowners, estate agents, and others 
concerned with dealings in ‘land is called to Section 
10 (4) of the Tithe Act, 1951, which provides for the 
transfer, on September Ist, 1951, to the Tithe 
Redemption Commission of certain functions hitherto 
exercised by the Minister of Agriculture and 
Fisheries. 
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The functions so transferred relate to the apportion- 
ment and redemption of (a) annuities charged on land 
under the Tithe Acts, 1918 and 1925, and (b) of 
annuities in lieu of corn rents, rentcharges, or money 
payments redeemed under the Tithe Acts, 1836 to 
1936. The procedure is governed by Section 1 of the 
Tithe Annuities Apportionment Act, 31921, and 
Sections 191 and 192 of the Law of Property Act, 
1925, and by two Statutory Instruments prescribed 
by the Commission.1 

FEES 
The Tithe Redemption Commission also announce 
that from September rst, 1951, the scale of fées will 
be modified. 

No fees will be payable for the inspection of tithe 
apportionments, and all public documents in the 
custody of the Commission relating to tithe rent- 
charge, tithe redemption annuities and chancel 
repairs may be inspected free of charge between the 
hours of 10 a.m. and 4 p.m. (9.30 a.m, and 11.30 a.m. 
on Saturdays). 

The fees payable for the supply of copies of, and 
extracts from, the several classes of documents 
issued under the Tithe Acts have been revised, but 
(with certain minor variations) they are the same as 
have hitherto been charged. 

The fees for the apportionment and redemption 
of corn rent annuities, responsibility for which has 
been transferred to the Commission, are (with certain 
minor variations) identical with those hitherto charged 
by the Ministry of Agriculture and Fisheries. Full 
details of the fees payable will be found in the Tithe 
Fees Rules, 1951 (Statutory Instrument_1534). 

The address of the Tithe Redemption Commission 
is 33-37 Finsbury Square, London, ECz. 





1 S.I. 1951 No. 1535, 4d net and S.I. 1951 No. 1534, 3d net. 
H.M.S.O. 


The Birmingham Chartered Accountant 
Students’ Society 


The membership of the Birmingham Chartered 
Accountant Students’ Society continues to rise 
steadily and the report of the Committee for the year 
ended April 3oth, 1951, presented at the Society’s 
sixty-eighth annual general meeting, now gives the 
total as 950 compared with 844 in the previous year 
and 728 in 1949. In addition to this pleasing expansion 
the committee reported an active year, that had 
included debates, weekly lectures during the autumn 
and spring sessions, visits to several well-known 
factories and firms and a week-end residential course 
at Ashorne Hill near Leamington Spa. The Saturday 
morning lecture scheme continued during the year 





Telephone: Victoria 2002 (3 lines) 
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and was extended so that first- and second-year 
Intermediate students should each have a separate 
course. 
` The second annual report of the Coventry area 
branch of the Society which is included, records a 
successful year of. progress. Membership of the 
branch rose during the year to thirty-six. 
. The following officers and committee have been 
elected for the year 19 51-52: 

President: Mr W. L. Barrows, J.P., F.C.A. 

Vice-President: Mr B. C. Kirk, F.c. A. 

: Hon. Secretary: Mr J. M. Rae. . 

" Hon; Assistant Secretary: Mr H B. Huntington 
Whiteley: . 

Hon. Treasurer: Mr G. N. Salisbury. i 
` Hon. Librarian: Mr W. T. Organ. .. 

Hon. Auditor: Mr C. W. Massey, A.C.A. 
` The Committee: Mr W. R. Doherty, T.D., A.C.A. 
(chairman), Miss M. O. Bent, A.C.A., Messrs M. A. 
Charlton, D. J. Collis, J. P. Gillies, a.c.a., P. R. 
Harlow, D. J. Jeffrey, W. P. Kember, J. M. Robotham, 
R. B. C. Waring. 


Recent Publications 


Trust Law anp Accounts, fourth edition, by John B. 
Wardhaugh, C.A., xxiii + 226 + 130 pp., 27s 6d net, W. 
Green & Son Ltd, Edinburgh. 

KonsTam’s Income Tax, Eleventh Edition. Release 6, 
Stevens & Sons Ltd, London. 

Tae 'TRUSTEES’ HANDBOOK, by J. A. R. Finlay, M.A., 
Barrister-at-Law. ix + 173 pp. 7 X 44. ros ód net. 
wre S Maxwell Ltd, London. 


-Our Contemporaries 


THE JOURNAL OF ACCOUNTANCY. (New York.) (August) 
‘What Concept of Depreciation for Fixed Assets is Most 
Useful Today?” by Charles W. Smith, C.P.A. 

Tue CHARTERED ACCOUNTANT IN AUSTRALIA. (Sydney.) 
(June.) ‘A Professional Stocktaking’, by K. M. Stonier, 
F.C.A.(AUST.). 

THE ACCOUNTANTS’ JouRNAL. (Wellington.) (June.) 


“Holiday Crossword - IT’ 
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Solution to ‘Holiday Crossword — IIP’ by 3. Rose, a. CA. 
which appeared in last week’s issue. 
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SEVENTY-FIVE YEARS AGO 
From The Accountant or SEPTEMBER 2nd, 1876 

Extract from leading article T 
We are sorry to have to record the death of the Hour 
newspaper. Despite the many mistakes it made in 
the exercise of its somewhat heedless pugnacity with 
regard to promoters and speculators, we yet are 
inclined to believe that it was doing a good work, 
though, perhaps net in the most desirable way. We 
believe Mr MacDougall to have been animated by 
a much higher spirit than that of a mere personal 
antagonism to some one or more prominent pro- 44 
moters of public companies. Few persons, we 
imagine, would be inclined to call-in question the 
fact that there is enough of roguery in high places 
within the city of London, to keep employed the 
iconoclastic elements in fifty writers such as the late 
financial editor of our deceased contemporary. To 
those who are able to catch occasional glimpses 
behind the scenes, the amount of cool swindling 
which may be discerned proceeding under the eye 
and with the connivance of men whose names stand 
boldly out on the civic scroll, is almost enough to 
destroy faith in any human probity whatever. It is ` 
all very well to single out one man, and make him 
the scapegoat, who must carry, not only his own sins, 
but the sins of his fraternity; out into the wilderness 
of unpopularity and dislike. Possibly such a punish- 
ment may have been deserved in some particular in- 
stances; but even were it so, it would afford no proof 
that there were not very many others who, morally 
speaking, equally deserve to bear.the same punishment. 


‘Training for Accountancy’: a Correction 
Owing to an error in transcribing, the period ‘eighty 
years’ mentioned in Sir Harold Howit?s Cantor; 
Lecture in our issue of August 1rth (page 127, 
line 19), should have read thirty years’. : i 


ANNO TAX CASES 
Edited by Rov E. Borneman of Gray’s Inn, Barrister-at-Law 


Published at frequent intervals. Reports of Income 
Tax, Sur-Tax, Profits Tax, E.P.T., Death Dutits and 
Stamp Duty Cases decided in the Courts of England 
and Scotland. The reports contain a lucid summary 


of the cases and a full report of the judgments, 
together with explanatory notes on the decisicns. 


SUBSCRIPTION 30/- + PER ANNUM 
(post free) 
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SAVINGS DIFFICULTIES 


T cannot be too strongly emphasized that inflation is one of 
[e greatest -if not the greatest — of the economic dangers 
facing this country at the moment. To keep inflation in check, 
available purchasing power in the hands of the public must not 
be allowed greatly to exceed the value of goods available for 
purchase at current prices. If the supply of such goods declines 
and there is no corresponding fall in the purchasing power 
available, then the pressure of demand will. steadily force up 
prices and inflationary conditions will continue to develop. 
There has been a round of wage and salary increases in the 
recent past and this movement has certainly not spent itself, 
despite the hoped for deterrent effect of dividend limitation. More 
overtime and piecework are likely to be worked as the defence 
programme progresses; more married women are expected to 
enter industry and old people will be persuaded to stay on after 
reaching retiring age. On the other hand, fewer consumer goods 
may find their way to the home market as the year progresses; 
Difficulties in the supply of non-ferrous metals will reduce the 
production of many household goods. Exports generally will need to 
be maintained and hence the home market will suffer, and a pro- 
portion of the firms making goods for civilian purchase are turning 
to defence orders. The cumulative effect of all this must be to 
bring down the volume of goods available for purchase. This may 
not be immediately apparent, but shortages may well be appearing 
by the end of the year. 
These inevitable trends are certainly posing difficult problems 
for the Government. Increasing supplies and a moderately deter- 
mined attack on inflation had, by the middle of 1950, brought 
inflationary pressure under control. There is evidence that this 
pressure is now increasing again. An effort will have to be 
made to contain it. A number of ways in which this may be done 
come readily to mind; no doubt the Government will make use 
of all these methods. In the first place, increased production and 
greater productivity can be a powerful factor in combating 
inflationary pressure. But on account of our preoccupation with 
defence matters production of goods for the ordinary consumer 
can hardly be increased — as we have seen, it is almost certain 
to decline. Physical controls have their ‘part to play. Prices of 
important consumer goods may be fixed and attempts made to 
keep within bounds wage and salary increases. Experience of the 
post-war era has shown, however, that by themselves such controls 
merely -distort the economy. Purchasing power dammed up in 
one place bursts out in another, and probably less desirable, 
channel. Physical controls of this type succeed best when the 
general atmosphere is disinflationary, or at least not notably 
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inflationary. Excess -purchasing power may be 
mopped up by taxation which may be direct or 
levied on goods. Excise duties and purchase tax 
provide examples of the latter kind. Genuine 
savings act in a similar way to taxation but the 
ownership of purchasing power thus withdrawn 


remains with the holder. The more ‘people save,” 


however,: the less will be the need ` to increase 
taxation. WW HA 
Unfortunately, the trend in ere savings has 


not been really favourable for some time now and ` 


the- outlook, though brighter; is still ‘uncertain. 
If small savings are measured by purchases of 


savings certificates and bonds, and: the change - 


in deposits at Government-controlled institutions 
such as the post office and trustee savings banks, 
they have been negative for many months, 
apart from a short period in the early part of 
ïġsr.-In the financial year 1947-48 these savings 
amounted to £190 million. In the next year they 
had fallen to £27 million — to be followed ‘in the 
succeeding year by a net encashment of {71 
million. The encashment for the last financial 
year amounted to {90 million, and this trend 
continues. There is, of course, a great deal of 
saving taking place but it is mainly by firms who 
are setting aside vast sums out of declared profit 
as well as providing for depreciation. 

The reasons for this decline in small savings 
are fairly obvious. In the first place, the volume 
of goods coming on to the market has been in- 
creasing and, in a sense, the decline in savings is a 
measure of the earlier decline in inflationary pres- 
sure. Prices, too, have been rising and the margin 
available for savings has consequently declined. 
Bearing in mind the experience of the early war 
years, people will be tempted to buy all they can 
now before shortages remove goods from the 
market altogether. Yet it is in the country’s 
interest that savings should increase and buying 
sprees should be discouraged. Here the imme- 
diate interest of the individual runs counter to 
the general interest of the community. Again, 
the thoughtful citizen will ask, “Why save if the 
value of money will continue to decline? More 
goods in the home now must seem greatly to be 
preferred to a quantity of depreciated currency 
a few years hence when only small amounts of 
inferior goods are available for purchase anyway. 

But if there is no increase in the level of 
savings, taxation must be increased instead. The 
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Government cannot honestly ask people to save 
if the patriotic ones who respond are thereby 


penalized in relation to those who spend the f 


whole of their incomes. Three steps can, however, 
be taken to minimize this injustice. In the first 
place higher interest rates are needed on small 
savings. The last increases announced in rates pay- 
able on national savings certificates and defence 
bonds go some way- towards meeting’ this geed: 
rates on Ninth Issue certificates are £3 os 11d 


‘per cent compound -interest compared with- 


£2 13s 2d per cent allowed on the ros issue. Rates 


vd 


on bonds have moved up from 2} to 3 per cent. 


Incidentally, a general rise in interest rates 
would materially help to ease the growing infla- 
tionary pressure. A further powerful incentive to 


increased savings would be a serious attempt to ` 


halt the rise in prices. Not only should such an 
attempt be made, but it should be clearly manifest 
to all that this was being done — and with some 
prospect of success. Some recent price increases’ 
could not-have been prevented, but this does not 
by any means apply to all. And finally, if it is 
considered that rationing schemes for articles 
other than foodstuffs will become necessary 
during the period of rearmament, it is in the 


‘public interest that such schemes should be 


introduced as quickly as possible. The ‘sooner 
they are brought into operation the more generous 
can, be the ration allowed. Such an arrangement 
will allow those citizens who are anxious to 
respond to savings appeals to obtain a reasonable 
share of the commodities likely to become scarce. 
If such arrangements as these are made, then 
the Government can launch new savings drives 
with a good conscience. Such drives would stand 
an even greater chance of success if they were 
coupled with a courageous policy of retrenchment 
in all but essential defence expenditure. ` 
Be this as it may, the autumn will see the 
beginnings of the ‘Lend Strength to Britain’ 
campaign and rightly enough this campaign has 
the support of the three main political parties; 
employers’ organizations, trade unions and pro- 
fessional bodies. This support will be echoed in 


4. 


the minds of those who rate the national well- 


being equal to or above personal interest. As a 
first stage, the maximum holdings of defence 
bonds will, as from October 1st, be increased 
from £2,500 to £3,500 and the limit on savings 
banks deposits from £2,000 to £3,000. 
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THE FINANCE ACT, 1951—III 


Profits Tax 

Directors’ remuneration 

ECTION 30 increases the maximum deduc- 
KE allowable in respect of directors’ re- 

muneration in director-controlled com- 
panies. Previously, subject to the overriding 
maximum of £15,000, the maximum was I5 per 
cent of the profits (computed before deducting 
remuneration of directors other ‘than ‘whole- 
time service directors’), or £2,500, whichever 
was the greater — see paragraph 11 of the Fourth 
Schedule to the Finance Act, 1937, as amended 
by Section 45 of the Finance Act, 1947. A third 
possible maximum has now been introduced in 
cases where there are two or more directors 
(other than ‘whole-time service directors’) who 


are ‘required to devote substantially the whole of- 


¿their time to the service of the company in a 
‘managerial or technical capacity’. It will be seen 
that the definition of these directors (who, for 
convenience, will be referred to in this article as 
‘working directors’ ) is the same as that of whole- 
time service directors except that~the latter 
beneficially own, or directly or indirectly can 


control, more than 5 per cent of the company’s’ 


ordinary share capital. The definitions of director 
and ordinary share capital in paragraph 13 of the 
Fourth Schedule to the Finance Act, 1937, 
should also be noted in this connexion. — 

If there are two ‘working directors’ the figure 
“of £2,500-see above—is in effect raised to 
£3,500. If there are more than two such directors 
this figure is further increased by the lesser of 
£1,000 and the remuneration of the two lowest 
paid ‘working directors’ added together. The 
intention of the latter limit is presumably to 
prevent a higher deduction being obtained by 
‘watering the directorate’. The same object is 
also served by a proviso that for the purpose 
of the provisions relating to this new maximum, 
remuneration to any one director in excess of 
£2,500 is to be left out of account. To obtain 
these higher deductions there must be the 
required number of ‘working directors’ — two or 
more as the case may be — during more than one- 

half of the chargeable accounting period. 


Bonus shares 
By virtue of the. proviso to Section 36 of the 


Finance Act, 1947; no sum applied in reducing 


share capital is to be treated as a distribution.. 
Profits could therefore find their way into the 


hands of the shareholders by means of a bonus. 
issue of redeemable preference shares, followed 
by redemption, without tax at the rate applic- 
able to distributed profits being incurred. A 
more common and equally successful alternative 
was to make a bonus issue prior to going into 
liquidation, in which case advantage was taken 
of the similar provisions in Section 35 (1) of 
the Finance Act, 1947. 


These devices are now ineffective. Section, 


31 (1) of the new Act provides that where a 
company which has capitalized any distributable’ 


sum (say £a) after April 6th, 1949, reduces or: 
returns any of its capital (say £b) the lesser of, 
£a and £b shall be treated as a distribution. 


Under Section 31 (2) a similar provision applies. 
where a reduction or repayment of capital takes 
place after April roth, 1951 (involving, say, Za 


and a distributable sum (say £y) is capitalized, 
either then or later. [It will be noted that there 


is no retrospective aspect in this case.] 
Subsections (3) and (4) deal with subsequent 
transactions. If £b is greater than La, only the 
difference will be taken into account for the 
purposes of subsection (2) should there be a 
further capitalization; whilst in the case of any 
further reductions or repayments of capital the 


previous capitalization will only be counted in 
so far as {a exceeded £b. Similarly, a capitaliza- 
tion which brings subsection (z) into operation 


will not be taken into account for the purposes 
of subsection (1) except in so far as it is still not 


exhausted, i.e. to the extent that £y exceeds £x; 


and the reduction or repayment will only count 
in the case of a further capitalization to the extent, 
if any, by which {x exceeded £y. 

The section applies to bonus issues of deben- 
tures to members in the same way as it applies 
in the case of bonus shares. l 


Avoidance of profits tax. 


Where the Commissioners consider that the 


main or one of the main purposes of a transaction 
was to escape or reduce liability to. profits tax, 
Section 32 gives them power to counteract any 
such effect by an appropriate adjustment to the 
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assessment. Any direction under this section — 
which only relates to transactions not completed 
before April roth, 1951 — must specify the trans- 
- action or transactions giving rise to the direction 
and the adjustments considered appropriate. 

Subsection (3) provides that where transactions 
involve 

(a) the transfer or acquisition of any shares or 

' debentures; or 
(b) a change in the person or persons carrying 
on a trade or business, or part of a trade 

or business; or 

(c) a change in the directors of a director- 

controlled company, 
they are within the section if the main benefit 
which might have been expected to accrue within 
the three years immediately following their com- 
pletion was avoidance or reduction in the profits- 
tax liability; that is to say, in these cases the 
actual purpose is irrelevant. 

On the other hand, no direction is competent 
in the case of transactions for which prior 
Treasury consent has been specifically given 
under Section 28 — provided that all material 
facts and considerations were fully and accurately 
disclosed — nor by reason only that 

(a) a distribution or a greater distribution of 

profits could have been made; or 

(6) a non-director-controlled company has 

issued debentures (provided it has received 
full consideration in cash). 

The section generally follows the lines of 
similar legislation for excess profits tax but sub- 
section (6) is a new departure. It provides that 
the company may furnish the Commissioners 
with particulars of what they have done or 
propose to do, and if the Commissioners are 
satisfied that there are bona fide commercial 
reasons therefor and ‘that no direction ought to 
be given’ — whatever that may mean — no direc- 
tion can be given. It is difficult to share the 
confidence in‘this provision which the Opposition 
appear to have had and it may prove a source 
of danger rather than benefit. 

Much more valuable is the right of appeal to 
the Special Commissioners on all matters relating 
to a direction which is conferred by subsection (7). 


Tax avoidance by operations abroad 
Section 36. (1) makes .unlawful the following 
operations in relation to a body corporate resident 
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in the United Kingdom except when carried 
out with Treasury consent: . 

(a) for it to cease to be so resident; -y 

(b) for the whole or any part of its trade or 
business to be transferred to a person not 
so resident; 

(c) for it to cause or permit a body corporate 
not so resident over which it has control to 
create or issue any shares or debentures; 
and 

(d) for it to cause or permit any shares or- 4 
debentures (which it owns or in which it 
has an interest) in a body corporate resident 
abroad which it controls, to be transferred 
to any person, except as qualification 
shares. 

Treasury announcements regarding the grant- 
ing of consent were reported on pages 121 and 
143 of our issue of August 1rth last. 

Residence for the purposes of tke section is / | 
determined by the location of the central manage- "` 
ment and control of the body corporate’s trade 
or business. But, if it has been established as 
between a body corporate and the Revenue that 
the body corporate was resident or ordinarily 
resident in the United Kingdom for any tax 
purpose for any year of assessment or chargeable 
accounting period, it is presumed to have re- 
mained resident here at all times thereafter unless 
the contrary is proved. The exact purpose of 
this provision is obscure. 

A mere transfer of assets which does not result e 
in a substantial change in the character or extent 
of the trade or business does not offend against 
paragraph (b). 

Paragraph (c) does not apply to shares or 
debentures which are to form security for sums 
due to banking or insurance companies under 
transactions entered into in the normal course 
of the business of those companies {in the case 
of insurance companies by way of investment of 
its funds). Whether the paragraph would apply 
to cases where two companies jointly have con- 
trol of a company resident abroad (e.g. where 
each has 40 per cent of the voting power) 
is a difficult question on which legal opinion 
would require to be sought if the point became *™ 
relevant. In this connexion it has to be remem- 
bered that Section 1 (b) of the Interpretation 
Act, 1889, provides that use of the singular in 
statutes shall include the plural unless the con- 
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trary intention appears. ‘Control’ means the 
power to secure that the affairs of the body cor- 
‘porate are conducted in accordance with one’s 
wishes by means of the holding of shares, or by 
the possession of voting power in or relation to 
that or amy body corporate, or by powers con- 
ferred by the articles of association (or similar 
document) of that or any body corporate. 

The maximum penalties for infringing the 
section are severe— two years imprisonment, or 
a fine of £10,000, or both. Where a body cor- 
porate is indicted it is liable to a fine of three 
times the total income-tax and profits tax pay- 
able in the three years of assessment and charge- 
able accounting periods ending before the com- 
mission of the offence, or £10,000, whichever 
is the greater. 

Subsection (5) widens the circle of persons 
who may be charged under the section by includ- 

‘ing anyone who ‘does or is a party to the doing 
of any act which to his knowledge amounts to 
or results in, or forms part of a series of acts 
which together amount to or result in, or will 
amount to or result in, something which is 
unlawful under subsection (1)’. | 

Accountants, lawyers, bankers and other pro- 
fessional advisers must clearly walk warily in 
view of these all-embracing provisions. Directors 
must be even more careful. The subsection goes 
on to provide that a director of a body corporate 
is presumed to have been a party to its every 

Fact unless he proves it was done without his 
}consent or connivance. Further, the -passage 
quoted in the last paragraph is read as if the 
words ‘to his knowledge’ were omitted, except 
where the director can prove in fact that he did 
not know it was an act of the type referred to. 


Transactions with associated persons 

The conclusion of transactions at artificial prices 
with persons who are not assessable at all is a 
matter which clearly may involve the Revenue in 
loss of tax — and incidentally might render Sec- 
tion 36 nugatory in many cases. Section 37, 


which replaces the less effective Rule 7 of the- 


‘General Rules, deals with this problem by giving 
tthe Commissioners power to direct the tax 
liability of the person not favoured by the artificial 
price to be computed as if an arm’s-length price 
had in fact been paid. But this does not apply 
- where the person favoured by the artificial price 
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is resident and trades in the United Kingdom 
provided that the sum received (or paid) is 
treated as a trading receipt (or deductible expense) 
for the purposes of computing the latter’s tax. 

Transactions of every kind (other than the 
letting of land which is assessed under No. 1 of 
Schedule A) are covered by these provisions, if 
entered into after April oh, 1951. However, the 
section is confined to cases where one party 
to the transaction is a body of persons (including 
a partnership) and is under the control of the 
other party, or where both parties are bodies of 
persons and are under the control of a third ` 
party. ‘Control’ for this purpose has the mean- 
ing given it by Section 68 (1) of the Income Tax 
Act, 1945. 


Death duties 

Section 33 extends in two main respects the 
exemption from estate duty provided by Section 
31 of the Finance Act, 1937, and Section 31 of the 
Finance Act, 1949, where land with or without 
funds to maintain it has been given to the 
National Trust. 

In the first place, the exemption now applies 
to objects ordinarily kept in a building forming 
part of the land, which are given by the donor of 
that land with a view to their preservation or 
use in that building. It also applies to property 
given to the Trust as a source of income for the 
upkeep of any such objects, or of any land 
inalienably vested in the Trust, provided the 
property is given by the donor of the objects or 
the land, and is not more than is reasonably 
necessary for the purpose — donors to the National 
Trust are not encouraged unduly. 

In the second place, the Treasury may direct 
that these three sections shall apply where, with 
a view to its preservation for the public benefit, 
a person gives any building (or an interest therein) 
to, or to trustees for, any government depart- 
ment, local authority or other body not estab- 
lished or conducted for profit. Before giving a 
direction the Treasury must be satisfied that 
‘the building is one for the preservation of which 
special steps should be taken by reason of its 
outstanding historic or architectural or aesthetic 
interest and the cost ef preserving it’, and that 
the body selected is an appropriate one. They may 
also require undertakings to be given for securing 
its preservation and reasonable access for the 
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public; these undertakings are enforceable by 
injunction. 

-The section applies in the case of deaths after 
August Ist, 1951; the date of the gift is irrelevant. 

Section 22 of the Finance (No. 2) Act, 1931, 
following an earlier enactment; permitted : se- 
curities to be issued which are exempt from 
taxation so long as they are in the beneficial 
ownership of persons neither domiciled nor 
ordinarily resident in the United Kingdom. 
Section 34 of the present Act provides that this 
operates. and shall be deemed: always to have 
operated. by reference to the circumstances of the 
owner immediately before, not after, the death, 
thereby testoring what had been thought to be 
the law prior to Re Smith ([1951] 1 All ER 146). 
Subsection (2), however, provides that no duty 
in respect of deaths before December 14th, 
1950, shall be ‘leviable by. reason of the retro- 
spective: nature of this section SE no part of it 
was paid before that date. 

‘Fhe Jos ahd inconvenience to the Revenue 
which Re Smith occasioned by upsetting previous 
practice and involving repayment Claims has 
led to Section “3 5. This provides that i in so far 


- FACTORY. MANAGEMENT | Se 
COST ACCOUNTANTS’ SECOND SUMMER SCHOOL 


(Contributed) 


{HE papers ‘given at the second summer 

S i school of the Institute of Cost and Works 
Accountants, which was‘in progress at 

St Catherine’s College, Cambridge, as this issue 
went to press, indicate, on the part of cost 
accountants, increasing interest in practical and 
technical matters as opposed to the pure technique 
of their profession. Of the five papers which 
were presented, only one can properly be 
described as falling in the ambit of cost account- 
ing as such, although the subjects discussed in 
the other papers are all closely related to the 
work: of the accountant in industry. This is 
highly desirable: if accountants are to play their 
proper part- one that they, in possessing the 
ability to reduce multifarious activities to the 
common factor of money, alone- can play —in 
British industry, they must be familiar not 
merely with industrial processes but also with 
the’ various techniques, such as production 
control, which are essential to industrial manage- 
ment. It is only too true, as Mr F.C. Lawrence 
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as a payment of duty and its acceptance have 
been regarded as satisfying a claim for duty, and 
were so regarded in accordance with the view of" 
the law generally held at the time, that view of 
the law shall’ determine the liability notwith- 
standing that a subsequent legal decision shows | 
it to have been wrong. ` 
Miscellaneous provisions 

Section 38 extends by" two years: Io: March 31st, 
1954, the. term within which capital expenditure dd 
on rehabilitation must be incurred if relief from , 
tax is to be allowed. Section 29 makes a similar | 
extension in the case of terminal expenses in 
relation to excess profits tax. `- 

Section 40 extends the’ time within which 
proceedings for penalties must be commenced 
in ‘cases of fraud and wilful default in connexion 
with excess profits tax. and’ profits tax. The latest 
date is now three years after the final determina- 
tion of the liability to tax, except that the section’ 7 
does not apply when the penalty was: incurred 
before August st; 1945, or in the cese of pro- 
ceedings against personal representatives. 

a l 





says in his paper, that ‘no cost accountant can 
perform his duties at a desk’ if he is to understand 
industrial problems and assist in ‘resolving them. 


Factory Organization and Management 


The first paper, entitled ‘Factory organization 
and management’, given by Mr F. C; Lawrence, 
M.C., B.SC.TECH., F.C.W.A., A.M.LE.E., Principal, 
Paton Lawrence & Co, Manchester, and chair- 
man of Paton Lawrence Management Training 
Ltd, on Tuesday morning, discusses the psycho- 
logical and human side of industrial management. 
In his. view, managements of the medium and 
smaller sized units in Britain are lacking in the 
vision necessary for continuous progress. ‘The 
organization and management of factories in 
England are, in the main a good deal below Ober 
right level’, he said, although there are notable 
exceptions, and this is due much more to lack 
of managerial, rather than technical,. skill as 
most of the reports issued by the Anglo-American 
Council on Productivity have pointed ` out. 
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Technical knowledge and knowledge of mana- 
gerial methods in this country are not lacking: 
, what is lacking is the ability to use them. The 
future will depend to a great extent on such 
things as improved training, particularly for 
management, and more thorough investigation 


of the facts of the problem under consideration. 


Production Control 

The necessity for ‘Production control’, the title 
of the paper presented by Mr Bruce A. C. Hills, 
_ M.B.E., B.SC., A.C.G.1., Comptroller, S. Smith & 

Son (England) Ltd, on Wednesday, closely 
related in many of its phases to cost accounting, 
is outlined and effectively illustrated by means 
of numerous diagrams. Mr Hills makes it clear 
that production control does not necessarily 
mean a system of.paperwork, though that may 
be unavoidable. The need to reduce movément 
of work in progress to a minimum, where produc- 
tion is organized on a ‘line’ basis, using ‘layout’ 
Gen a physical method of control, achieves the 
‘object with a minimum of paper work. In the 
` absence of this form of organization, production 
control must rest on paper work which must 
reveal as quickly as possible whether the produc- 
tion plan is being carried out or not. 

Lack of good control results in’ great wastage 
of effort especially in handling and transporting, 
and cost accountants have often failed to draw 
attention to this common form of avoidable cost. 
The field for cost reduction, based on satisfactory 
production control methods, is a large one. 


Work Measurement 

The increasing application of standard costs in 
activities where it has not formerly been thought 
possible to measure the volume of work, is a 
matter of common knowledge. The value of 
standard costs, however, depends to a great 
extent on the validity of the physical standards of 
performance set up, and so far as labour is con- 
cerned, special problems are involved. In "Work 
measurement’, Mr D. J. Desmond, MSC 
M.I.E.E., who is Research Fellow in Engineering 
Production at Birmingham University, on Thurs- 
day morning surveyed the development of this 
subject, the foundation of which was laid by F. W. 
Taylor, the progenitor of scientific management. 

The problem is basically that of determining 
whether the. unit of measurement is in fact 
objective — i.e. of determining the extent to 
which the personal qualities of the measurer 
affect the assessment. The Institution of Produc- 
tion Engineers and the Institute of Cost and 
Works Accountants are jointly studying. this 


. THE ACCOUNTANT 


219 


problem in conjunction with Birmingham Univer- 
sity’s Work Measurement Research Unit, and a 
report is expected to be published later this year. 
The results of this study will be very important 


for employers and employed, because of its 


bearing on piece-work prices etc., and for ac- 
countants because of its relationship to cost 
control which must always rest on a sound 
assessment of work performed. 


; Fourth Element 
On Friday, Mr E. F. Brown, F.c.w.a., chief 
cost accountant of Ferranti Ltd, surveys in the 
‘Fourth element’, the cost data produced by 


his company over a period of ten years, enabling 


the changes in unit costs, arising from changes 
in output, to be studied. Mr Brown attacks the 
common analysis of costs as between fixed, 
variable and semi-variable, concluding that this 
analysis, as well as such concepts as that of the 
‘break-even’ charts, are extremely hypothetical. 
Instead, he suggests the terms ‘persistent’ (these 
are the ‘fourth element’ of costs) and ‘mutable’ 
costs, which may well represent more satisfactory 
concepts for accounting. Mr Brown’s paper, with 
the charts and graphs provided, represents an 
interesting case history, although he under- 
estimates perhaps the extent to which the “break- 
even’ chart is commonly understood to represent 
a simplification. Moreover, the relationship of 
overheads to unit costs may be much more com- 
plex than even Mr Brown suggests: overhead 
expenditure represents a conglomeration of 
different items subject to enormously different 
influences, and where volume of production 
changes, the precise effect on costs requires 
extremely careful analysis. 


Selection and Training of Personnel 


The final address is to be given this morning by 
Mr J. Munro Fraser, M.A., controller of member- 
ship services, National Institute of Industrial 
Psychology, in: which he will discuss the selection 
and training of personnel. Success in selection 
is dependent on matching up two sets of infinitely 
variable factors, and it is essential to use a plan 
such as the seven-point plan of the National 
Institute of Industrial Psychology. This plan 
enables both the job and the candidate to be 
studied under each of seven points or categories. 
From the relationship of the two can be deter- 
mined ‘the suitability of the candidate or- other- 
wise. On training, Mr -Fraser will emphasize 
that motivation is vital for learning, sincé success 
in the latter, in addition to practice, needs 
periods of ‘insight’, - ` 
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AUSTRALASIAN COMMENTARY -III 


Professional Topics in Australia and New Zealand 


by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


Action on Inflation 


HE inflationary spiral is causing some 
| concern in Australia. Many high-level 
conferences have been held and a great 
many solutions have been suggested. In the 
meantime, the New South Wales Premier placed 
a blanket freeze on prices as they stood on July 
18th. The whole situation is aggravated by an 
attempt to fit in an expanded defence programme. 
Solution is difficult here because we have six 
state constitutions apart from federal government. 
At the recent premiers’ conferences nothing stood 
out so clearly as that it will be extremely difficult 
to obtain general agreement between the states 
in respect of matters outside federal control. To 
instance one aspect of the matter: a price freeze 
in New South Wales tends to divert goods to 
other states where there is no control of such a 
rigid type. Some states want the Commonwealth 
to take over price control, others do not, and the 
Commonwealth is reluctant. 


‘Depreciation and Costing 


In the June issue of The Federal Accountant 
Mr F. K. Wright, B.COM., argues for the recovery, 
in costs, of depreciation based on current replace- 
ment values. He bases his argument on the fact 
that repairs and maintenance (which he considers 
are mainly replacements of machine parts) are 
treated as a cost of production, and are valued at 
current prices as a matter of course. Thus, by 
analogy — 
‘If current replacements are admitted to be part 
of the cost of production, there can be no serious 
objection to basing depreciation charges for cost 
purposes on current replacement costs.’ 


Mr Wright’s suggestion does not seem a far 
cry from Professor Stigley’s stringent view which 
he expressed in his The Theory of Price, viz.: 

“To insist on recovering historical costs is irrational, 

and people who obstinately insist on doing so must 

be phenomenally lucky to avoid the bankruptcy 
courts.’ 


Where have we heard that cry before — ‘You 
lucky people, youl’? 


Revaluation of Fixed Assets 
In a paper read before an accounting congress in 


Victoria, Mr D M. Ferguson, F.C.A.(AUST.), - 


considered different situations which may arise in 
a revaluation of fixed assets. He thought that, 
while an issue of bonus shares was not un- 


attractive on a short-term basis, it had limitations ° 


on a long-term basis: 
‘. . . the company is faced with an increased 
depreciation charge, an increased dividend commit- 
ment on the larger capital and possibly a greater 
allocation to reserves if the same ratio of reserves 
to profit is to be maintained.’ 


These factors, he pointed out, may not bey 
serious while profits are increasing and the price 
level is rising, but if profits start to fall, the 
picture is different. The most serious result, he, 
felt, was that the company may have difficulty in 
raising additional capital if it were required. The 
earning capacity of the company in relation to 
capital might be prejudiced by the ‘dead weight’ 
of the bonus issue. 

On the auditing side, he considered that it was 
essential to insist on full disclosure in the annual 
accounts, and if this were not made then the audit 
report may have to be qualified. (The Chartered 
Accountant in Australia, June.) 


A New Kind of Accounting 


In order to make their decisions rationally, the 
participants in business activity need a different 
kind of accounting, concluded Mr R. J. Chambers, 
B.EC., A.LC.A., in his research lecture at the 
University of Queensland in July. The trend of 
his argument is that the persons indicated want 
information which bears on the future, and this 
leads to the recommendation that there should 
be superimposed on existing accounting tech- 
nique, machinery for taking into account by an 
index number, correction of the effects of changes 
in the purchasing power of money. 

Pleas such as this are becoming more insistent; 
but there seems to be little or no evidence pointing 
to constructive work on the problem of devising 
a suitable index. There may even be limitations, 
from the practical point of view, which virtually 
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prohibit the computation of such an index. 

But then again it is very doubtful indeed 

+ whether the index approach is the answer in any 

case (one cannot help but profit from a reading of 

Mr Parkinson’s views in The Accountant, April 
28th, 1951, at page 402). 


Share Valuation by Points 


In the April issue of The Accountants’ Journal of 
New Zealand, Mr F. M. Bell, a.p.a.n.z., discusses 
a novel method of valuing unlisted shares by 
kpoints. He argues that of the two most important 
factors, viz.: (a) future maintainable profits, and 
(b) rate of capitalization, the former is possible 
of fairly objective calculation, whereas the latter 
‘is decided upon more or less out of the account- 


ant’s head’. To remove some (not all) of the 


element of subjective opinion Mr Bell advocates 
his points system. ; 
He allots a total of roo points among six 
different items -— (i) the number of years the 
company has been in business (2 points per year), 
(ii) ratio of fixed assets to fixed liabilities, (iii) 
ratio of current assets to current liabilities, (iv) 
reserves, (v) patents, trade-marks, etc., and (vi) 
the ‘valuer’s discretion’. Each has a maximum of 
20, I5, 20, 10, 20, I5 points respectively. The 
procedure is to estimate future maintainable 
profit, capitalize this at a rate corresponding to 
bank overdraft interest plus 1 per cent, and 
multiply the result by the ratio of the points 
allotted to the maximum points. 


Points are allotted for items (ii)-(v) in a special . 


sway; e.g. for (ii) they are calculated as follows: 
f Fixed liabilities 
*5 Fixed assets 
and for (iii): 
{a liabilities 
20 d —_____. 
Current assets 


There are difficulties associated with this 
system. A company would never get the maximum 
points in respect of these items (except where, as 
the author claims, there were no fixed liabilities 
for example). In point of fact with a favourable 
current ratio of 1 : 2 (liabilities : assets) the rating 
would drop ro points immediately. If there were 
no patents etc. (as would be common) it would 
drop another 20 points. It appears that the six 
¡items referred to apply in all cases to produce 
tthe same maximum. 

There is much food for thought in such a 
system, although it is most desirable that any 
which is worked out be based formally on 
mathematical principles. 


x 15 } Maximum I5 points. 


x 20 Maximum 20 points. 
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Financial Review 


It seems to us in Australia, that the numbers of 
English people who are interested in ‘things 
going on’ here are increasing apace. If that is so 
there may be English readers who, from their 
own or their clients’ point of view, may welcome 
the news of publication of the first issue of The 
Australian Financial Review (August 16th) by 
the Sydney Morning Herald, This issue is of 
twenty-eight pages and it is to be published 
weekly. There is a wide, authoritative coverage 
in all matters affecting the commercial and 
business communities. 


l Describing Stock on Hand 


In Victoria, the Companies Act, 1938, requires 
that a balance sheet of a company shall state the 
basis of valuation of each class of assets. From 
an examination of 181 balance sheets, Mr K. C. 
Keown, A.I.C.A., found that seventeen different 
items had been used to indicate the ‘basis of 
valuation’ of stock on hand. Here are the first 
six together with the number of companies 
which used the terms: 


Basis Number of companies 
At or below cost. . CH F 79 
At cost .. bä S Se 27 
At lower of cost or market value 16 
At cost and/or valuation SS 12 
At valuation as Ai Sa II 
At valuation not exceeding cost II 


‘Mr Keown considered that of all the terms 
used, only four complied with the requirements 
of authority or modern accounting theory. These 
were, ‘at cost’, ‘at lower of cost or market value’, 
‘at lower of market or replacement value’ and 
‘at cost or replacement value (whichever is 
less). . . (The Australian Accountant, July.) 

In England, the Eighth Schedule to the 
Companies Act, 1948, makes no stipulation as to 
how the value of stock on hand, which is a current 
asset, is to be ascertained or shown. It does, 
however, require that if a current asset is shown 
in the- balance sheet at a value in excess of what 
the directors consider it would realize in the 
ordinary course of the company’s business, the’ 
fact that the directors are of that opinion must be 
noted. At a distance of 12,000 miles, this pro- 
vision ought to be pleasing to accountants, since 
it recognizes cost as the fundamental basis of 
accounting. It would seem that it should cause’ 
a drift to a practice more in tune with the bulk 
of accounting rules, viz. computing stock at cost 
and leaving market value falls to be determined by 
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management and made the subject of separate 
treatment. This procedure preserves the import- 
ant distinction between costs and losses. 


D 


Inventory Manual 
All information relative to the procedures to 
be adopted in the physical stocktaking should be 
assembled into a company inventory manual, 
said Mr H. W. Glasgow, a.R.A.N.z., in the May 
issue of The Accountants’ Journal of New Zealand. 
An important section in this manual will be that 
showing, in detail, the information required on 
inventory tickets in respect of each product 
handled. 
Although the complete Gen would cover 
all aspects of the matter, only relevant extracts 
should be furnished to the particular personnel 


WEEKLY NOTES 


The Institute’s Summer Course 


As already announced, the fifth annual summer 
course of The Institute of Chartered Accountants 
in England and Wales will be held next week at 
Christ Church, Oxford. The course assembles during 
tomorrow, Sunday, afternoon and evening, and will 
disperse after lunch on Friday next. During this 
period ample opportunity will be provided for both 
formal and informal discussion, stimulated by 
thought-provoking addresses from speakers whose 
names and subjects were detailed in our issue of 
February 24th last. 

_ In early issues we hope to include a report of the 
proceedings and a photograph of some of the 
personalities attending the course, and subsequently 
to reproduce the papers which are being presented. 


The Association’s Examination Results 


The results of the June 1951 examinations of the 
Association of Certified and Corporate Accountants 
have now been announced and show that in the 
Final there was a total of 1,025 candidates; of those 
who sat for Part I 262 (50 per cent) passed, the First 
Place and Prize being won by Mr C. S. Jones of 
Bristol; 178 (44 per cent) passed Part II, the First 
Place and Prize being awarded to Mr P. J. T. Vayro 
of Milford, Nottinghamshire, and 28 (28 per cent) 
were successful in Parts I and II taken together — 
„the First Place being awarded to Mr R. M. R. Bence 
of Birmingham -although of those who failed in this 
section, 24 candidates were successful in Part I only. 

In the Intermediate 1,005 candidates sat, of whom 
307 (30 per cent) passed, the First Place being won 
by Mr F. H. Brooks of Charlton. There were 50 
candidates for the Preliminary of whom 30 (60 per 
cent) were successful. 

A list of the successful candidates in all, sections 
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concerned. Mr Glasgow’s procedural recom- 
mendations, which are suitable mainly to large 
organizations, include the following schema o 
responsibility: there is an inventory supervisor to 
whom are responsible the accounting area super- 
visors (to facilitate allocation to proper cost 
accounts) who, in turn, control the inventory 
ticket writers, the checkers and messengers. The 
processing group would be responsible for the 
summarization of the inventory in its finally - 
required form. In addition there is an operating 
department supervisor who is responsible for 
seeing that all stocks are in a proper condition 
for the inventory, and operating area supervisors 
who will work with the accounting area supervisors 
and ensure that accurate quantities and identifica- 
tions are obtained of all materials in their areas. 


of the Final, and a summary of the complete results/ 
appear elsewhere in this issue. } 


Japan and Sterling p 


Since the war, the trading arrangements between 
the British Commonwealth and Japan have been 
regulated by a series of annual currency agreements. 
The main reason for these short-term arrangements 
has been that the yen was very closely tied to the 
dollar. Since the United States was the principal 
representative of the victorious allies, and the occupy- 
ing power more or less responsible for restoring in 
some measure the economic structure of Japan, it 
was natural that in the end it would want to reduce 
trade negotiations to dollar'terms. This meant i 
turn that Japan’s external credits would have to be 
paid in dollars. At least such was the ruling of the 
United States. 

In the event this requirement was exercised with 
no great stringency. But the fact that the American | 
authorities might do so was a continued deterrent ` 
to a liberalization of trade between the Common- 
wealth and Japan beyond a certain point. 

Under the new arrangement, provision has been 
made for the mutual transfer of sterling and yen 
debts between this country and Japan — and also 
with the rest of the sterling area — which removes the 
limitation of dollar convertibility. The new agree- 
ment is similar in form to other recent arrangements 
for the transfer of balances between this country and 
other nations, including the provision for periodical 
review of the situation to prevent large balances 
accumulating one way or the other. 

The result of this agreement should be a freeing of 
trade with Japan ~ including its trade with Hong 
Kong - which will be weicome from the point of 
view of liberalizing world trade, but will be received 
with ‘mixed feelings in certain British industries. 
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3 The Chancellor in America 


Mr Gaitskell is now in the United States to fulfil a’ 
series of engagements which will last most of this 

T month and will include a visit to Ottawa for a meeting 
of the North Atlantic Council. He goes first to 
Washington to the annual meetings of the Inter- 
national Monetary Fund and the International Bank. 
Just as important, however, as the formal meetings 
of these two organizations with their fixed agendas, 
will be the informal meetings which he will have with 
United States officials and with those representatives 
` of the rest of the Commonwealth who are there for 
the sarne purpose as himself. 

< He goes to Washington at a critical time for this 
country’s external trade position. There is every 
prospect that the dollar shortage has returned with 
something approaching its old virulence, and it is 
expected. that the Chancellor will let it be known 
that this country wishes to continue exchange control 
into 1953. He will also have to make some pronounce- 
ment while he is there.if this country proposes to 
avoid repayment of the first instalment of interest 
and capital on the American loan which falls due 
at the end of-this year. Under what circumstances 

è the interest payments may be waived, and on whose 
final interpretation of the agreement, are still points 
which have to be cleared up. Payment of the first 
instalment of the refund would itself make this 
country’s dollar position that much more precarious 
and that fact will doubtless be made known when 
exchange control comes up for discussion.. 

Meetings of the Fund are likely to be enlivened by 

the revival of the old controversy about gold sales at 
a premium where a vocal school of thought is led by 
South Africa. 


Europe Can Do It 

. The statement issued at the end of last week by the 

.-O.E.E.C, in Paris, following a meeting of the council 

at ministerial level, had an unusually optimistic 
flavour about it. In. substance it said that Western 
Europe can have both security and economic strength 
if the right policies are followed. The right policies 
are broadly seen as the need to curb inflation in its 
more rampant forms, higher steel and coal production 
and higher productivity in general. 

There is nothing the matter with this recipe. It is 
a prescription which could well be taken and applied 
directly to this country. To state the need for certain 
lines of policy is, however, to perform the easier side 
of the task. For instance, everyone is agreed in this 
country that much more could be produced by the 
industrial machine if there were an assured increase 
of coal and steel over the winter months to come. 
But there is not general agreement about how it 

, Should be obtained. Similarly there is much being 
¢ said in this country about the evils of inflation — and 
` there agreement ends. 

Probably the most useful purpose which a docu- 
‘ment of this kind serves at the moment is outside 
‘Western Europe. The fact that the countries of the 
European Atlantic seaboard can, at this moment, 


THE ACCOUNTANT 223 


. indulge in an objective yet optimistic appraisal of 
their future should have a value in Washington at 
the forthcoming international conferences which open 
this week ~ and of course behind the Iron Curtain. 


Rearmament Delays 

The tenth report of the Select Committee on 
Estimates was published last week-end. It deals with 
the progress of the rearmament drive. One of the 
features of the report which will cause most concern 
to industry in general is the opinion expressed that 
supplies of sheet steel from Margam will not be as 
substantial as had been expected. A shortfall of 
production is expected owing to a shortage of steel 
scrap: Deliveries of machine tools are also causing 
some concern, but the brunt of any shortage here is 
expected to fall on civilian work. 

Dealing with man-power, the Committee considers 
that the position is serious. Some industries, such as' 
motor-cars; are retaining workers who are temporarily 
redundant and this is having an effect on additional 
supplies of labour for such industries as aircraft. 
There are signs that as the cost of living rises more 
women are seeking part-time work, but there still 
appears to be a lack of women coming forward for 
employment. 

The Committee notes that the Ministries con- 


‘cerned are generally satisfied with the liaison with 
industry on the allocation of raw materials.. So far 


as equipment for the Services is concerned, they find 
that the worst delays are in vehicles, clothing and 
canvas. 


Can Prices Fall? 

The remarks of the chairman of the Wholesale 
Textile Association last week on further possible 
price increases were a remarkable tribute to a decade 
of inflation and restriction. The public’s idea, said 
Mr Spence, that prices were due for a fall was quite 
unsound; on the contrary, recent declines in the 
prices of wool and cotton would only slowly be passed 
on to the consumer. . 

There is en old-fashioned idea still current, how- 
ever, that prices are the result of demand as well as 
supply. If there is no buyer at a given price, that 
price will fall unless the supplier prefers to hold out 
for a recovery in demand. That idea is still true. If 
the public will not buy, prices will come down no 
matter what raw material prices do. Manufacturers 
have been able to pass on higher costs over recent 
years because the public has been willing to go on 
paying each time a little more, 

The question now arises, who will give in first? 
Will consumer resistance to present price levels be 
sustained? If it is, then prices will ease. Will that 
resistance weaken because the public must renew its 
wardrobe or because other goods are becoming 
scarce and purchasing power is being concentrated 
on certain lines only? If this is true, Mr Spence 
will be right. 

Prices can fall: whether they do fall will depend on 
who holds out longer — the public or the producers. 


—A__A. 
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FINANCE AND COMMERCE 


Stock markets still maintain a firm front. It seems to 


be widely admitted now that even with three years” 


of possible limitation of dividends it is better to hold 
equities than fixed interest stocks, and better by far 
to hold shares than cash. This opinion, however, is 
reflected more in lack of selling pressure rather than 
in any new buying force. There is just enough 
support to keep prices steady. 


Very Neat 

One of the neatest balance sheets we have seen for 
` some time is provided in the accounts of Ruston & 
Hornsby Ltd which we reprint this week. In the original 
it covers no more than 7} square inches and in that 
space. provides the essentials of the position of the 
company, and of the group, with the comparisons. On 
the opposite page is the profit and loss account 
starting with the group profit and going through to 
the parent carry forward. 

This concentrated view is something we have long 
advocated. It is in essence the main idea behind the 
Institute’s recommendation that detail should be 
relegated to separate statements away from the main 
balance sheet. Mr W. J. Ruston, the company’s 
chairman, referring to the redesigning of the accounts 
this year, emphasizes this particular point. 

The accounts are submitted in this form, he says, 
in the confident hope that shareholders generally will 
find it easier to follow and grasp the essential points. 
Thus the company’s liquid position is easily appraised 
as well as the value of the shareholders’ interest in 
the business. Where a more detailed study of the 
accounts has to be made, additional information is 
contained in the notes. 


Spate of Figures 
It has been said that the new Act entails the produc- 
tion of accounts which are mentally indigestible. The 
present chairman’s predecessor referred last year to 
accounts ‘which although intelligible to the account- 
ant make for a great deal of confusion in the minds of 
those less versed in the intricacies of accountancy’. 

We would suggest that the intricacy is in large 
measure due to a spate of figures that the eye has to 
discard in looking for the main facts. The form of 
balance sheet now adopted overcomes the difficulty. 
It is far better than all the pictures of assets, diagrams 
and so on that make a company’s accounts look like 
the walls of an infants’ classroom, 

These new accounts must be read in conjunction 
with the chairman’s comments, which are too long 
to reproduce, but are worth giving where they touch 
on the fixed assets position. 

The directors, he said, are paying close attention to 
the problem of plant replacement at today’s enhanced 
price level. An estimate has been made of the capital 
sum required to replace machine tools etc. acquired 


in pre-inflation days and which should be replaced 
in the next eight years or so. I can tell you, he says, 
that over and above the original cost, an amount of 
£1,400,000 at least may be required for this purpose, 
and the figure may be taken as an approximate 
measure of the short-fall in providing depreciation 
by reference to historical cost. 


Plant Replacement 

At the end of March 1950, Mr Ruston continues, 
£350,000 had been accumulated in a plant. replace- 

ment reserve and £200,000 has been transferred to 

this reserve from contingencies reserve to provide a 
total of £550,000, an estimate of the proportion of. 
the total short-fall up to that date. It is the directors’ 

intention to set aside £100,000 a year to this reserve, 

but it may well be, he says, that this figure will need 

revising in the light of the trend of price levels in the 

next few years. 

It is the view of the board that only by such treat- 
ment of the problem can attention be focused on / 


the urgent need for conserving the liquid resources}~ 


of the company and, by deducting the amount set 
aside before profits are struck, the directors recognize 
that ‘an account of the earnings of the business under 
present-day conditions is incomplete without due’ 
recognition of the need for preserving intact the 
physical as well as the monetary capital of the 
business’. 
Less to Digest 

It will be observed, states Mr Walter Venables, 
A.C.A., the chairman of Spiers & Pond Ltd, in his 
annual review this year, that the form of accounts 
has been modified by the exclusion of the profit and 
loss account of the parent company. It reduces the 
amount of figures stockholders are asked to digest,. 
he says, and accords with modern practice, 

We have for long urged the elimination of profit 
material which is surplus to requirements in this 
sense. We even go so far as to suggest that there is 
no need for overlapping the directors’ report and the 
profit and loss account. The account itself can be 
sufficient. 

As Mr Venables says in this case, all the material 
information which shareholders require is contained 
in the consolidated profit and less account which 
gives the results of the group as a whole. And, we 
might add, in an easily-read manner. 


Money Market 


With applications totalling £342,’760,000, the mar- 
ket’s allocation of Treasury bills on August 31st was 
63 per cent of requirements against 77 per cent the 
previous week. The average rate was lowered to 
tos 2°87d per cent. This week’s offer is increased to 
£260 million and there is a call of £40 million 
against Treasury deposit receipts. 


CG 
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CORRESPONDENCE 


f Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Building Society Interest 


Sır, — With reference to Section 23 of the Financè 
Act, 1951, with regard to the special arrangements to 
be made with the building societies, I should like 
to ask a question as to whether (a) the Crown will, 
under the provisions laid down, obtain more total 
tax than they would have done if the special pro- 
-visions had not been made, (b) whether a measure of 
inequity does not exist in the provisions so far as 
the sur-tax payer is concerned, and (c) if the answer 
to (a) and (b) is in the affirmative, whether the 
application of the true gross rate for sur-tax purposes 
would not resolve the matter. 
The position appears to be as follows: 

1. The Government is renewing the agreement 
with the building societies that income-tax on shares 
and deposits (in the case of depositors with under 
£5,000 in any one society) shall be levied on the 
societies (who pay the interest free of income-tax) 

\. Ona composite or average rate. It appears very clear 
that this method is simple, saving time and labour 


to investors, building societies and the Inland. 


Revenue. 

2. By the application of the composite rate we 
are informed that the total income-tax becoming 
payable on building society interest is considered 
(as a result of investigation) to be roughly equivalent 
to the amount that would have been payable if 
income-tax had been deducted at the standard rate 
and each investor had been entitled to apply for 
repayment. 

3. Many building societies are paying on their 
shares an income-tax free dividend of {2 5s per 

, cent, and at the composite rate income-tax payable 
by the societies is in the neighbourhood of 5s 3d 
the equivalent gross rate is £3 1s per cent approx- 
imately. 

Under Section 23 of the Finance Act, paragraph 
(2) (ii) the amount actually paid by the societies or 
credited in respect of dividend or interest shall be 
deemed for sur-tax purposes to be a net amount 
corresponding to the gross amount from which at 
the standard rate for that year has been duly 
deducted, and the amount on which sur-tax is to 
be charged in the case of any person shall be 
calculated accordingly. 

This means that for a net payment of £2 ss (free 
of income-tax) ‘the sur-tax payer will be taken as 
having received income for sur-tax purposes, of 
£4 5s 8d per cent. This involves levying sur-tax on 
a gross yield of £4 5s 8d per cent whereas the actual 
gross payment is £3 1s per cent. 

€ 4. As the amount receivable by the Crown from 

d  income-tax is as nedr as may be the same as it 

_ would have received without the application of 

these special provisions, and for sur-tax is in excess 
of the amount that would have been received, it 
would appear that the Crown is receiving more total 
tax than is appropriately chargeable under the 
clause in Section 23 which reads as follows: ‘Provided 


that the Commissioners in exercising their powers 

of entering into arrangements under this section, 

shall at all times aim at securing that the total tax 
becoming payable to, and not becoming repayable 

` by, the Crown is, when regard is had to the opera- 
tion of the subsequent provisions of this section, 
as nearly as may be the same in the aggregate as it 
would have been if those powers had never been 
exercised.’ 

If it happens that the Crown would under the 
precise existing arrangements of Section 23 receive 
more tax than it would have received without these 
special provisions, I suggest that the equitable way 
out of the situation would be to levy, on sur-tax 
payers, sur-tax on the true gross rate (£3 Is od per 
cent in the above example) which can easily be 
computed, and not on an artificial gross rate. 

Yours faithfully, 
For W. & J. Leica Lip, 
P. LEIGH BRAMWELL, 
Bolton. Director. 


Quoted and Unquoted Investments 
Sir, — With reference to ‘Menthab’s’ inquiry in your 
issue of August 25th, there does not seem to me to 
be anything in paragraphs 8 (1) (a) and 11 (8) of 
the Eighth Schedule to the Companies Act, 1948, 
to support the contention of the auditor concerned ~ 
in fact the reverse would seem to be implied by the 
wording of the relevant paragraphs — and it would be 
interesting to know the basis of his argument. It is 
perhaps significant, however, that in the same issue 
of your journal, trade investments are, in fact, so 
classified in the reproduction of the accounts of 
Edgar Allen & Co Ltd. 
Yours faithfully, 
Hull. T. K. VENTER, a.s.a.a. 


Central Land Board: Claims and Applications 


Sir, — I have read some comments in ‘Weekly Notes’ 
of your issue of August 18th last, on the Board’s 
annual report for 1950-51, and I note in the second 
paragraph that the sum of £3 million for loss of 
development values is twice mentioned. This should, 
of course, be £300 million -~no doubt a printer’s 
error. 

You also state . the applications so far made 
represented rather less than a quarter of the estimated 
total’. This statement appears to arise from an 
assumption that the total number of applications for 
determination of development charge has been 
estimated, and is expected to equal the claims for 
depreciation. This is, in fact, not so. The basis for 


D 


claims was that development value in the land 


existed on the appointed day (July 1st, 1948). Appli- 
cations for development charge will continue to be 


ge de) 


228 


made at any time in the future, and there may be a 
number of successive applications in relation to 
successive developments on the same land. No doubt 
much of the land in respect of which claims have 
been made will be the subject, in the near or in the 
far future, of an application for determination of 
charge; on the other hand some of it may never be 
developed (although this contingency does not 
invalidate a. cam), - 

In other words, the number of claims, which is 
known, bears virtually no relation to the number of 
applications, which will continue to be made as long 
as Part VII of the Act is in force; it follows that there 
can be no relationship between the £300 million 
and the amount which may be collected by way of 
development charge within the next few years. 

I hope you will forgive my making these points, 
but I feel the explanation might be of interest to those 
of your readers who take a specialized interest in the 
subject. 


Yours faithfully, 
D. A. COLLENETTE, 
Public Relations Officer, 
London, Wr CENTRAL LAND BOARD. 


[We thank Mr Collenette for his clarifying letter; 
as he rightly says the references in our ‘Weekly Note’ 
of August 18th to the £300 million fund were 
incorrectly printed as £3 million. — Editor.] 


Orthodox Profits 


Sir, — However belatedly, I must congratulate Mr 
Jeffery English on his crisp presentation called 
‘Another view on orthodox profits’ in your issue of 
August 4th. With him I entirely agree that established 
accounting methods already exist for dealing with 
the- inflation problem. It is a matter of willing 
recognition to the sources of the generic profits, 
which Mr English instanced with 


Fickles 
(a) Profit earned by operations .. 7,625 
(b) Profit due to inflation 9,325 





£16,950 





‘Splitting’ the total of profits in this way has, in 
effect, been suggested by Mr English as an inter- 
mediate qualification to realism for those accountants 
who are unwilling to face the problem squarely. 
Seriously, I put the question, can management have 
any more value for the services of an accountant 
who produces an unattributed total for profits, than 
an audience has for the productivity possibilities of 
a conjuror who produces a string of coloured scarves 
without disclosing where they came from? 

Mr H. A. Briscoe’s opposition to the realistic view 
is on the moral ground of unfairness to the rest of the 
community (at home, of course — those abroad don’t 
matter). But, can he dodge the necessity for attribu- 
tion in published accounts: is it not the accountant’s 
professional job to account, to management and to 
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all outsiders, for how the surplus of 16,950 fickles 
arose? and is an accountant fair-minded who tells 
company and country that its income is so much_ 
and so much, when it may not consume that amount 1 
and be as well off at the end of the period as it was 
at the beginning? Movements in wealth cannot be 
measured by comparing totals of differently esteemed 
units of currency. ; 


Debenture and preference holders miglit get more 
rope at a shilling a yard if the shopkeeper used an 
elastic rule; but would business be fairer or more 
expeditious if official recognition were secured for 
measurements made with ‘yard’ rules whose expan- . 
sion was limited to the multiple three? ` 


Yours faithfully, 


Dublin. A. PAKENHAM-WALSH. 


SIR, - As a man who’s ‘been talking prose all bis 
life without knowing it’ (see Mr Briscoe’s letter, 
issue dated August 11th) but has now been awakened, 
I’ve decided to reform: 


If you’ve got two pounds (Australian) and a pound 
for straying dogs, 

Six pounds sterling, four Egyptian pounds, 
14 lb. of logs, 

Would you truly, could you fairly, say vou’ve twenty- 
seven pounds? 

You would, you know. In Wonderland such non- 
sense knows no bounds. 


and’ ` 


We take our mid-Victorian £’s, as golden as the sun, 

And add them to the trash we use in 1951: 

We use a rubber yardstick, then pretend the yards 
all match, 

*Til our balance sheet resembles something out of 
Colney Hatch. 


We charge depreciation on our 1930 plant, 

And we show our stocks as doubled (though, of 
course, you know, they aren’t); 

So we show a great big profit, and we’ve had a 
record year, 

But we’ve got to borrow from the bank to stay just 
where we were. 





For we’ve got a world of money, and we’ve got a 
world of goods, J 

And it seems that we can see the trees: but how 
about the woods? 

For a client’s no mere theorist, and he violently 
reacts 

To a world of happy day-dreams which ignores the 
world of facts. S 

g Reprise 

Hey nonny! Sing of water, sing of water wet as wet. 

We discover, to our horror, that it’s stuff we really get, 

And that ducks who use it tend to sink and disappear / 


from view. 
Historical accounting lets your assets vanish, too. 
Yours faithfully, 
Bournemouth. JEFFERY ENGLISH. 
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TAXATION CASES 


a 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 


in The Annotated Tax Cases. i 


D’Avigdor-Goldsmid v. CIR, 

In the Court of Appeal — July 16th, 1951 
(Before THE Master op THE Rotts (Sir RAYMOND 
Eversuep), Lord Justice Jenxins and Lord Justice 

Birkett) 
Estate-duty — Life assurance policy — Premiums by de- 
ceased — Death more than five years before ~ Change 
of beneficiaries — Whether kept up for benefit of a 
designated donee - Whether interest accruing or arising 
on deceased’s death— Customs and Inland Revenue 
Act, 1881, Section 38 — Customs and Inland Revenue 
Act, 1889, Section 11 — Finance Act, 1894, Sections 2 
(1) (©, 2 (1) (d), 13, 15 — Finance (1909-10) Act, 
Igto, Section 59 (2) — Finance Act, 1939, Section 30. 

In 1904 the deceased took out a policy on his own 
life, and paid the premiums. In 1907 he made a 
marriage settlement which included the policy, and 
he covenanted to pay the premiums. The deceased’s 

terest under the settlement was a protected life 
interest, and subject to a rentcharge for his wife the 
trust fund was limited to the first and other sons of 
the marriage in tail male. In 1928 a private Act of 
Parliament was passed whereby the deceased was 
empowered to convey his life interest to the person 
who was next entitled in remainder on his death. 
This power was exercised in 1930 by a disentailing 
deed whereby the plaintiff, the deceased’s son, with 
the consent of the deceased,. conveyed the trust 
property to the trustees freed from the deceased’s 
life interest and from all subsequent limitation. 

By a deed of resettlement of the same date, the 
Lrustees were to hold the policy as a part of the trust 
fund, and by a deed of appointment in 1934 the 
policy was thenceforth held by the trustees in trust 
for the plaintiff absolutely- for his own use and 
benefit, and discharged from the trusts declared by 
the resettlement. The plaintiff, therefore, then be- 
came the absolute beneficial owner of the life policy. 
On the death of the deceased in 1940 the plaintiff 
received the sum assured plus bonuses. 

Thirty-three premiums were paid on the policy, 
and the last six were paid by the plaintiff. More than 
five years elapsed between the day on which the 
policy was appointed to the plaintiff absolutely and 
the day of the deceased’s death. 

The Inland Revenue contended ‘that estate duty 
was payable either under Section 2 (1) (c) of the 
Finance Act, 1894, on the basis that the deceased 
had kept up the policy for the benefit of the plaintiff 
ás the donee, or under Section 2 (1) (d) of the same 
Act on the basis that a beneficial interest accrued or 
arose on the deceased’s death. 

Held, that Section 2 (1) (c) of the Finance Act, 
1894, did not apply, for, as the plaintiff was within 
the consideration in his parents’ marriage settle- 


dividend paid — Finance Act, 


ment, the disposition was not a voluntary one; but 
that Section 2 (1) (d) applied, as if a policy has been 


` so disposed of that on his death the policy money 


becomes payable for the benefit of another person, 
the conditions of that provision have been satisfied. 


Lamson Paragon Supply Co Ltd v. C.LR. 
In the High Court of Justice (Chancery Division) 
July 13th, 1951 
(Before Mr Justice Harman) 

Profits tax — Distribution out of sum not assessable to 
tax — Distribution of shares in another company — 
Whether a dividend -— Period in respect of which 
1937, Section 19~- 
Finance Act, 1946, Section 44 — Finance Act, 1947, 

Sections 30, 35, 36. ` 

In March 1947 the company decided to distribute 
to its members shares in another company of a 
nominal value of £125,000. A resolution was accord- 
ingly passed that a special dividend of 5s a share 
should be paid on the ordinary shares, and that the 
dividend should be satisfied by a distribution of the 
shares in the other company. The fund out of which 
the £125,000 was taken had been built up from 
transactions on capital account, and the dividend was 
not subject to sur-tax in the hands of the shareholders. 

A distribution charge was imposed in respect of 
the £125,000. The company’s accounting periods 
ended on January 31st. 

The Special Commissioners decided that there 
had been a distribution of assets in kind, and not a 
distribution of a dividend; and that, as the distribu- 
tion was not expressed to be paid for the period 
ended January 31st, 1947, it was subject to the 
distribution charge in relation to the period in which 
it was paid. 

It was contended on behalf of the company (a) 
that the amount of tax imposed as a distribution 
charge was an additional tax over and above the profits 
tax at the rate of 10 per cent; (b) that this additional 
tax could not apply to a sum which was paid out of 
a fund which was not subject to profits tax or income- 
tax; (c) that there was evidence that the distribution 
was in respect of the period ended January 31st, 1947. 


Held, (a) the amount imposed by way of a distribu- 
tion charge was not a separate tax, but an additional 
amount of profits tax payable in consequence of the 
withdrawal of non-distribution relief; (b) that the 
nature of the source from which the distribution had 


-been made was immaterial; (c) that as the distribu- 


tion was a dividend which was not expressed to be 
payable in respect of a specified period, it had to be 
treated as one for the accounting period, ended . 
March 31st, 1948, in which it was paid. 


In re Lyons 
In the High Court of Justice (Chancery Division) 

July ruth, 1951 

(Before Mr Justice Romer) 

Income-tax —'Tax-free annuity — Repayment of tax to 
annuitant under Income Tax Act, 1918, Section 34 -— 
Whether annuitant should pay to trustees a sum equal 
to tax paid on account of his annuity — Income Tax 
Act, 1918, Section 34 — Finance Act, 1926, Section 33. 

The testator bequeathed to his son an annuity of 
£10 a week, and there were gifts over on the son’s 
death. In 1946-47 the son’s taxable income consisted 
of the gross annuity of £945 9s 1d, wife’s earned 
income Zo, and other income £43 11s 11d, making 
an aggregate of £1,086 te od. In that year the trustees 
paid £425 gs 1d as tax on the annuity, and £4 or od 
as tax on a dividend. For the same year the son 
obtained repayment of £429 19s 1d, under Section 34 
of the Income 'Tax Act, 1918, on account of a trading 
loss of £1,027. 

In 1947-48 the son’s taxable income was the gross 
annuity of {963 12s 9d, wife’s earned income 
£242 10s od, other income {£12 Los od, less bank 
interest £28 18s od, and taxed charges £37 os 8d, 
making a net aggregate income of £1,152 14$ Id. 
In that year the trustees paid £433 125 9d as tax on 
the annuity, and £5 12s 6d as tax on a dividend. For 
_ the same year the Inland Revenue repaid to the son 
£439 5s 3d, less £16 138 4d, i.e. £422 115 11d, under 
Section 34 aforesaid on account of a trading loss 
incurred by the son of £1,152. 

The trustee took out a summons to decide whether 
the son was liable to account to the trustees, wholly or 
partly, for the sums recovered by him under Sec- 
tion 34. 

Held, that the son was liable to account to the 
trustees for the £429 19s 1d and £422 11s 11d, as 
representing the tax paid in respect of his annuity 
for the years in question. 


R. v. Morleston and Litchurch Commis- 
sioners; ex parte G. R. Turner Ltd 
In the High Court of Justice (King’s Bench Division) 
July 27th, 1951 
(Before the Lord Chief Justice (Lord GODDARD), 
Mr Justice Hunn and Mr Justice ORMEROD) 
Income-tax — Appeal — Decision announced in favour 
of applicant — Stated case- Contrary decision ex- 
pressed — Discussion between General Commissioners 
and Inspector in absence of applicant — Whether further 
hearing possible to alter decision — Costs — Income Tax 
Act, 1918, Section 149. 

After hearing an appeal, the General Commis- 
sioners retired to consider their decision, and on 
reassembling the Clerk to the Commissioners read 
out a decision in favour of the applicant and the 
Inspector expressed dissatisfaction. A stated case 
was required by the Inland Revenue, and the General 
Commissioners’ decision expressed therein was in 
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favour of the Crown. Affidavits were filed by the 
four General Commissioners, including the one 
Commissioner who dissented, stating that their 
decision was to dismiss the appeal, and that they 
could not hear what the Clerk said when announcing ° 
the decision. a 

When the difficulty about the decision became 
known to the General Commissioners, they sent for 
the Inspector, and discussed the matter with him 
in the absence of any representative of the applicant, 
They decided to state a case, and to hold a further 
hearing of the appeal. The assessments were never 
formally discharged. 

Held, (1) that the decision announced by the Clerk 
was not the decision of the General Commissioners, 


have discussed the case with the Inspector in the 
ebsence of anyone representing the appellant, (3) that 
the General Commissioners had power to alter their 
cecision, (4) that as the General Commissioners 
kad not been guilty of moral misconduct, costs 
saould not be given against them. 


Wildbore v. Luker ay 
In the High Court of Justice (Chancery Division)’ 
July 25th, 1953 : 

(Before Mr Justice ROXBURGH) 
Income-tax — Trade — Deduction — Rates — Premises 
used partly for trade and partly as living accommoda; 
ticn — Whether deduction limited to two-thirds of total 
raies — Income Tax Act, 1918, Schedule D, Cases I 
and II, Rules 3 (a), (b), (c). 

The appellant was the tenant of a public-house 
corsisting of six rooms, of which four were used for 
living accommodation and two for the public-house 
business. The appellant paid a rent of £120 a year, 
anc he also had to pay the rates. Prior to the yea 
ended March 31st, 1947, the rateable value of th 
whele public-house was £72, but it was increased 
to £155. 

"Lhis increase resulted from increases in the sales 
of Leer, and no part of it was on account of any 
increase in the value of the living accommodation, 
The rates were 21s 6d in the pound. ' 

Tae appellant was assessed for 1949-50 on the 
basis of his profit and loss account for the period 
ended July 16th, 1948. No question arose as to the 
deduction for rent. The amount of rates paid for that 
pericd was £162, and for previous periods they were 
£77. The respondent declined to allow more than 
two-thirds thereof, namely, £108, to be deducted on 
account of rates; but the appellant claimed that the 
correct amount was £136, made up of £51 ($ X £77) 
plus £85 (£162 — £77). 

Th= General Commissioners decided that the 
case was governed by Rule 3 (c) of Cases I and II 
of Schedule D; and that the amount deductible was 
two-thirds of the total rates, namely, £108. 

It was contended on appeal (a) that Rule 3 (c) 
was concerned only with rent or annual value, and 


| 


September 8th, 1951 


did not apply to rates; (6) that on the evidence none 
of the increase in the rates should be attributed to 
he appellant’s trading, and that the £136 should be 
‘deducted; (c) alternatively, that the case should be 
remitted to the General Commissioners. 


l Held, (a) that the case was not governed by Rue. 3 
(c) of Cases I and II of Schedule D; (b) that the case 
should be remitted to the General Commissioners 
for consideration de novo. 


Union Corporation Ltd v. C.I.R. 


PUohannesburg Consolidated Investment Co 
Ltd v. C.LR. 


Trinidad Leasehold Ltd v. CIR. 


In the High Court of Justice (Chancery Division) 
July 2nd, 1951 

‘ . (Before Mr Justice Harman) 

Profits tax—Exemption from distribution charge - 

Company resident in United Kingdom — Whether 

ordinarily resident abroad — Whether relief applicable — 
, Income Tax Act, 1918, Schedule D, Cases I and II, 

‘Rule 12 Finance Act, 1937, Sections 19, 20- 

‘Finance Act, 1946, Section 44 — Finance Act, 1947, 

Sections 30, 31, 20. 

All three companies claimed exemption from dis- 
tribution charge to profits tax on the ground that, 
though they were ordinarily resident within’ the 
United Kingdom, they were also ordinarily resident 
outside the United Kingdom, the first two companies 
in South Africa, and the third company in Trinidad; 
and that they were, therefore, exempt by virtue of 
Section 39 (1) of the Finance Act, 1947. 

The South African companies were incorporated 
in the former South African Republic (now the 
‘Transvaal Province). The companies adopted new 
articles of association under the procedure in the 
‘Companies Act, 1926 (South Africa), and the new 
articles were registered at Pretoria, in accordance 
with Section 17 of that Act, and they are the articles 
now in force. The registered office of each company 
was in Johannesburg, this teing obligatory under the 
last-mentioned Act. Of the ten directors, five resided 
and performed their duties in the United Kingdom, 
and five resided and performed their duties in South 
Africa. The board meets in London. Certain of the 
directors held wide powers of attorney. 

The activities of the companies were carried on 
‘partly in South Africa and partly in England. The 
‘South African activities consisted of the management 
and development of gold mines, and the English 
activities consisted mainly of the buying and selling 
‘of shares. 

All general meetings were held in South Africa. 
"The accounts were made up and audited in South 
lA frica, and were drawn up in South African currency, 
United Kingdom currency being adopted at par. 
Dividends were distributed from South Africa or 
England áccording to the address of the shareholder, 
and transfers of shares were registered in Johannes- 
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burg or Lendon. Share certificates’ were issued 
according to where the instrument of transfer was 
lodged. The register of members was kept in 
Johannesburg; as required by Section 25 of the 
Companies Act, 1926 (South Africa). The common 
seal was kept in Johannesburg, and the official seal 
in London. The great preponderance of employees 
was in South Africa. 

- The Trinidad company was incorporated in the 
United Kingdom, and the directors held their 
meetings here. All general meetings were held here, 


and the common seal was kept here. The accounts 


were prepared and audited in the United Kingdom. 
The company’s trading activities took place in 
Trinidad, where it operated oil wells on a large scale, 
and where all its employees were, except the staff of 
the London office. There were no trading activities 
in the United Kingdom except those connected with 


‘the control cf the Board. 


` The Special Commissioners decided (a) that 
Section 39 (1) of the- Finance Act, 1947, applied to 
any company which was ordinarily resident both 
outside and inside the United Kingdom; but (b) 
that none of the companies was ordinarily resident 
otherwise than in the United Kingdom. 

Held, (a) that Section 39 (1) of the 1947 Act 
applied only to a company which was ordinarily 
resident abroad, and was not ordinarily resident 
within the United Kingdom; (b) that (if it had been 
necessary to decide the point) the two South African 
companies were ordinarily resident in South Africa 


„as well as in the United Kingdom; but that the case 


of the Trinidad company would have been remitted 
to the Special Commissioners for further con- 
sideration. 


Bentleys, Stokes & Lowless v. Beeson 
In the High Court of Justice (Chancery Division) 
July 27th, 1951 
(Before Mr Justice ROXBURGH) 
Income-tax — Solicitors — Entertainment expenses ~ Ser- 
vices rendered to clients at lunches — Whether cost of 
lunches deductible — Income Tax Act, 1918, Schedule D, 
Cases I and II, Rule 3 (a) — Section 149 (1) (d). 


The appellant firm consisted of two partners 
carrying on the profession of solicitors in the City of 
London. It was the practice of the firm for the 
partners to take clients to lunch and discuss the 
clients’ business there, and for the cost of the lunches 
to be charged in the firm’s profit and loss account. 
This practice was confined to existing clients, and 
only the client was present at the lunch with the 
partner who attended to that client’s business. This 
practice was convenient to the clients and to the 
partners, for the clients were usually free only at 
lunch time, and the partners were able to devote the 
remainder of the day to the routine work of the 
office. The Professional Purposes Committee of the 
Law Society considered that the entertainment of 
existing clients was not unprofessional. The advice 
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given to clients at lunch'was charged for in the normal 
way, but the cost of lunches was not included in 
the charge to the clients. ; 

The Special Commissioners were ‘unable to say 
that it was necessary for the purposes of transacting 
the business in hand or for the profession generally’, 
to provide meals or other refreshment on these 
occasions. They were unable to conclude that the 
money spent on entertainment of clients was ex- 
pended solely for the purposes of the profession, ‘and 
were entirely divorced from the element of hospitality 
and the relationship of host and guest’. 

Held, that there was no evidence to support these 
findings; that although the partner had the benefit of 
a meal gratuitous to him, that circumstance was not 
a sufficient reason for holding that the-lunches were 
not business transactions; and that the cost of the 
lunches was a deduction in computing the firm’s 
profits for tax purposes. : 


St Aubyn Estates Ltd v. Attorney-General 
In the House of Lords — July rath, 1951 
(Before Lord Simonps, Lord Normanp, Lord 
Oaxsey, Lord RADCLIFFE, and Lord Tucker) 
Estate duty — Estate held by tenant for life— Sale of 
landed estate by tenant for life to company — Direction 
by tenant for life and another appointor to trustees to 
sell investments representing capital moneys to the 
company — Prices satisfied by allotments of shares — 
Appointment of part of sale money to deceased abso- 
lutely — Sum used by deceased to pay for shares in the 
company — Joint appointment that trustees should 
accumulate income of settled property for specified 
period — At end of specified period property to be held 
for such numbers of a class of persons as deceased should 
appoint — Subsequent loans by company to deceased — 
Whether disposition of life interest with non-retention 
of any benefit by disponor — Whether transfer of assets 
in a non-fiduciary capacity to company — Customs and 
Inland Revenue Act, 1881, Section 38 (a) — Customs 
and Inland Revenue Act, 1889, Section 11 — Finance 
Act, 1894, Sections 1, 2 (1) (6)— Finance Act, 1930, 
Sections 35, 39— Finance Act, 1940, Sections 43, 

46, 47; 51, 56, 58, 59. . 

In 1878 the first Lord St Levan and the deceased 
disentailed the family estates, and resettled them to 
the use of Lord St Levan during his life and after 
his death to the deceased for life with remainders 
over. They also executed deeds of appointment by 
means of which and of subsequent deeds, and in 
consequence of certain deaths, the deceased and 
P. were the appointors. : ` 

On March aist, 1927, the company was incor- 
porated as a public company with an authorized 
capital of 150,000 preference shares and 50,000 
ordinary shares of £1 each. On March 23rd, 1927, 
the deceased and P. by deed poll varied the powers 
of investment under the resettlement of 1878 so as 
to authorize investment in the debentures or shares 
of the company. The deed poll also authorized the 
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deceased as tenant for life to sell any part of the land 
comprised in the resettlement in consideration wholly 
or partly of a capital sum payable by instalments. ` 

On March 24th the deceased as tenant for life 
entered into an agreement with P. and the company . 
whereby (1) the deceased was to sell all the landed 
property subject to the resettlement to the company; 
(2) the deceased and P. in exercise of their joint ` 
power of appointment were to direct the trustees to 
sell investments representing capital money under 
the resettlement, and also all the equitable shares, 
interests, and rights then subsisting in the land com- ` 
prised in the resettlement; (3) the trustees were t 
carry the sale of the investments, shares, interests 
and rights into effect by way of investment or varia- 
tion of investment of capital money, or investments 
representing capital money, under the Settled Land 
Act, 1925; (4) the consideration for the sale of the 
landed property was to be £1,117,000, and was to 
be satisfied, as to £367,000, by payment to the 
trustees in cash, and as to £750,000, by the payment 
thereof to the trustees in cash in forty half-yearly 
instalments; (5) the consideration for the sale of the 
investments was to be £573,000 to be paid to the 
trustees; (6) the consideration of the sale of th 
equitable shares, interests and rights was to be 
£10,000 to be paid to the trustees. The total of the 
aforesaid sums of £367,000, £573,000 and {£10,000 
is £950,000. On the same day the company allotted 
100,000 preference shares to the deceased and 50,000 
ordinary shares, at a premium of {16 a share, to the 
trustees of the resettlement. 

On March 2sth, 1927, the deceased and P. entered | 


into an agreement with the trustees whereby the . 


deceased and P. in exercise of their joint power in 
that behalf appointed that all the moneys and invest- 
ments subject to the resettlement should devolve and 
be held as if they were capital money, or investments 
representing capital money comprised in the resettle- 
ment; and that all such capital money or investments 
should be invested in or exchanged for ordinary 
shares of the company. 

On March 28th, 1927, the deceased and P. jointly 
directed and appointed that £100,000, part of the 
£950,000 then in the hands of the trustees, and also 
the £750,000 payable by instalments, should be held 
in trust for the deceased absolutely, instead of for his 
life only. On or about the same day the trustees paid 
the £100,000 to the deceased by means of a cheque 
on their bank account, and the deceased used that 
sum to pay for the 100,000 preference shares in the 
company. The trustees paid £850,000 to the com- 
pany in return for an allotment of 50,000 ordinary 
shares at a premium of £16 a share. At the final 
stage, therefore, the assets, subject to the resettle-. 
ment, consisted of the 50,000 ordinary shares alone. 8 

On March 29th, 1927, the deceased and P. made 
appointments so that, among other things, the 
trustees were directed to accumulate the income of 
the settled property for twenty years subject to 
determination earlier in certain events. During the 
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twenty years (subject to determination) no bene- 
ficiary under the resettlement was to be entitled to 
possession of the settled property, and on the expira- 

on of the twenty years (or earlier determination) 
the settled property was to be held in trust for such 
issue of the first Lord St Levan as the deceased 
should appoint, and upon other trusts in default of 
and subject to any such appointment. The trustees 
were directed to use their voting powers on the 
ordinary shares of the company to prevent the dis- 
tribution of dividends exceeding £2,000 a year, and 
to cause the income to be capitalized in a certain 
ray and the deceased and P. released their joint 
‘power of appointment. 

In 1933 and 1936 the company made certain loans 
to the deceased, on the terms that repayment of the 
loans and interest was not to become due until two 
years after the deceased’s death. ; 

The Crown contended (1) that the deceased’s 
life interest had determined in such a way that 
Section 43 (1) of the Finance Act, 1940, applied, 
unaided by Section 56 (2); (2) that, alternatively, by 
virtue of Section 56 (2) there was a disposition or 
determination of the life interest, so that Section 43 
jf the Act applied in accordance with the statutory 

ypothesis which the former section directed; (3) 
that, alternatively, Section 46 of the Act applied in 
that the deceased had transferred the settled estate 
to the company; (4) that the loans made by the 
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company to the deceased in 1933 were caught by 
Section 47 of the Act. 

Held, (1) that the claim under Section 43 (1) of 
the Finance Act, 1940, failed because Lord St Levan 
retained no benefit in the life interest that he sur- 
rendered in a part of the settled property; 

(2) that the claim under Section 43 aided by Sec- 
tion 56 of the Act also failed, as the latter section did 
not affect the absence of any retention of interest as 
aforesaid; 

(3) (Lord Radcliffe and Lord Tucker dissenting) 
that the payment of the £100,000 to the company 
for the preference shares was not a transfer of 
property within Section 46; 

(4) (Lord Simonds and Lord Oaksey dissenting) 
that, by the combined operation of Section 46 and 
Section 58 (2), there was by reason of the deed of 
appointment of March 23rd, 1927, a transfer of the 
investments, and of the equitable interests in land, 
to the company, and not in a fiduciary capacity; 
` (5) that the transfer of the land to the company 
was in a fiduciary capacity, and was therefore outside 
Section 46; - 

(6) that the sums lent by the company to the ` 
deceased during the last three years of his life were 
benefits within Section 47 of the Act; 

(7) that the appeal and the cross-appeal be allowed 
(the latter affecting only the investments and the 
equitable interests in land). 
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S SUMMARY OF RESULTS 
Cor- 
c Eet n pora- 
Candidates Pre- Inter- Sections Section Section tion 
liminary mediate I&S II I only II only Final Total. 
Passed with 











Honours I 6 5 6 5 - 23 
Passed +. 29 30r 23 256 173 I 783 
Failed . 20 698 70 259 226 — 1,273 
Disqualified | - ~ I ~ - - I 
Total sat .. 59 1,00 1005 99 521 404 1 2,080 
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N.B. - Of the candidates w who sat t for the Final, Sections I and II, 
24 candidates satisfied the examiners in Section I only, 


FINAL EXAMINATION 
SECTIONS I AND II 
(In Order of Merit) ` 
Bence, R. M, R., Birmingham (First Place). 
2. Whithear, P., Croydon. 
Armitage, B. H., Leeds. 
Brentnall, Miss E. M., Warwick. 
~ UHumphris, F. C., Esher. 


Si (In alphabetical order) 


Austin, F. B., Long Eaton. Srna K. W., Berkhamstead. 
Bayliss, G., Kings Norton. Blanchard, B. J., Liverpool. Blount, 
Ay, Wolverhampton. Cooper, G. W., Leeds. Day, G. D., 


Leigh-on-Sea. Drury, G., Cottingham. Dunwell, A., Levenshulme. 
Durbridge, D. A. W ’ Maidstone. Etherington, J. W, Bexleyheath. 
Gutteridge, J. E., “Leicester. Harrison, N. L. R., Coventry. 
Keen, T. W., New Eltham. Repton, G. C. T., Cobham. Rooney, 


F., London. Sellers, G. A., Harrow. Spence, A., Belfast. Starke, 
C. B., Knowle. Thompson, G., Hazel Grove, Cheshire. Tiernan, 
B. S. F., Dublin. Weller, G. T., ” Oxford. Westley, G. W., Chilwell. 

. 70 candidates failed to satisfy the examiners and 1 "candidate 
was disqualified. Of those who fatled the following were successful in 
Section 1 only: 

Aitkenhead, C., London. Bacon, D. E., Forest Hill. Barrow, M., 
Milton. Batt, F.C. J.. Rutherglen. Bowron, L., Durham. Garland, 
P. G. Drumcondra. Goodwin, R., Saffron Walden. Ibbotson, 
J. En Newcastle on Tyne. Israel, C. I., Cricklewood. King, W. R., 
London. Langton, R. L., Leicester. Leahy, J. A. Glasnevin, 
Dublin. Lyons, B. A., Wisbech. Marshall, H. S., Leeds. Meehan, 
M., Tralee. Phillimore, J. A., Sutton. Simpson, HL C., Blundell- 
sands. Smith, W. H., Birmingham. Staines, J., Enfield Highway. 
Thomas, S. G; Knowle. Tommey, F. A., Luton. Watrilow, G. A., 
Erdington. Webb, R. A., London. Wild, F., Bradford. 


SECTION I ONLY 
(In order of merit) 

Jones, C. S., Bristol (First Place and Prize). 
Moxley, F. K., Hull. 

Smith, J. C., ‘London. 

Plank, R. B., London. 

3. Ringwood, W. E., Maidenhead, ` 
Weaver, T.-C., London. 


(In alphabetical order) 


Abrey, N. H., Haywards Heath. Alcorn, I. S., Edinburgh. 
Alexander, F. N., Caine. Allman, W. H., East Finchley. Andrade, 
H. H., London, ’ Andrew, M. V., ‘Norwich. Atkinson, D. G., 
Brentford. Atkinson, J. C., West Bollington. Axford, W. A., 
Chelsea. Ballard, M. H., Hove. Bannerman, D. B., Prestwich. 
Banton, T. A. Lancaster. "Barker, J. V., Watford. Battisson, R. La 
Erith. Bayliss, W, E., Highbury. Beckett, S., Farnworth, Nr. 
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Bolton. Beckwith, R. F., Twickenham. B 
Bibby, G., Ormskirk. Bishop, R. A., Londor 
Glam, Bowns, H., Sheffield. Boyask, S., St 
London. Brown, A. R., Dundee. Brown, Al 
Brown, R. F., Seven Kings, Essex. Brundle, 
Buchanan, P. F., Bearsden, Bullivant, C., J 
Burcher, F. R., Heworth, York. Burrows, 
P. G., Sheffield. Campbell, H. S. G., Grog 
Wisbech. Cardoso, F. B., Leeds. Cartma 
Caskey, J. S. B., Guildford, Chalk, P. D. J., 
S., London. Chisholme, W. O., Hawick. È 
Hill. Clark, J. E., Warlingham. Clarke, J., 1 
Standish, Nr. Wigan. Clarkson, Miss 
Cockburn, J., Portobello. Collier, W. J. R., 4 
Cooper, E. A., Derby. Cowan, W. W., Edin 
Tring. Cowley, G. S., Newark-on-Trent. Ca 
Crowe, G. P., Chelmsford. Cummings, N 
Cummins, E. A., Sale, Manchester. Curbil 
Cushion, A. J. E., Leyton. Cust, R. A., Brix 
Edgbaston. Dale, Miss J. I., Catford. Danc 
Darn, A., Stoke-on-Trent. Dash, E. T 
Davies, P., Wilmslow, Manchester. De Lui 
Dempster, S. G., Gillingham. Dennis, F| 
H. R., Newcastle on Tyne. Dobbs, G., £ 
Dodd, G. H., Rhos, Nr. Wrexham. Dougl 
Douglas, R., Bankhead, Rutherglen. Dow, 
worth, A. V., Hayes. Dyer, P. F., Thorn 
H. R., Caverswall, Stoke-on-Trent. Edge, H 
ham. Egan, A. R., Teddington. Elkin, J. Č., | 
Stockport. Evans, P. W., Cwmbach, Glam. Fa 
Fettess, A. W., Deptford. Fil, E. S. E., ] 
Kidderminster. Fisher, K. A., Birmingham. } 
Fosdike, Miss D. L., New Cross. Frani 
Gaines, D. D., Fulham. Galloway, C. j 
Godfrey, E. D., London. Godfrey, H. TI. 
F., Belfast. Gouldsbrough, J., Sheffield. Gi 
Grant, E. A., Chislehurst. Greaves, E. A.! 





D. W., Ilford. Green, E., Hayes. Griffiths H 


Halfacre, R. A., London. Hamadto, Al 
Hamilton, J. D. M., Paisley. Hammerm: 
Hansford, G. G., Canton, Cardiff. Harris; 
Harrison, R. F., Tadworth, Surrey. Hé 
Harwood, H., Sidcup. Hasiehurst, R, W. I 
Firswood, Manchester. Healy, A. C., Ball 
Anfield, Liverpool. Hillmann, I., Londo 
Southgate. Howlett, R. F., Guernsey. Huds| 
Leeds, Hughes, J. R. A., Newcastle on Tyn 
Wolverhampton, Jarrold, . H., Norwi 
Anerley. Johnson, N., Oldham. Jones, Cl 
R. G., Fforestfach, Glam. Jones, S., Wyt 
Jones, W., Ilford. Jones, W. D., Penygraig) 
Chesterfield. Kerridge, G. W., South Ching 
Neath. Kingham, B. J., Leigh-on-Sea. Kij 
Nr. Preston. Knights, F. G., Pinner. Ki 
Lacey, Miss M. J., Whetstone. Lancheste 
Norwood. Landau, M., London. Lankshei 
Latham, E., Hove. Lawn, G. B., Berwick-i 
Stoke-on-Trent, Layton, D. F., Birminghai 
wood, Bristol, Ledden, S. W., Chertsey. Le 
Lessels, D., Palmers Green. Lewis, Miss D. 
Birmingham. Lomax, J. J., Liverpool. I 
Lowe, J., Sheffield. Lumley, F. J., Hi 
Macaree, R., Newcastle on Tyne. Machit 
Mackenzie, G., Dundee. Manton, R. M., Si 
Leicester. Mason, C. A., Tooting function. Ù 
mouth. Maynard, G. F., Eltham. Medd, į 
Medlicott, S. G., Birmingham. Menday, ; 
Metcalfe, T. C., Bradford. Miller, A. D.) 
Blackheath ‘Hill, Moit, J. F., London. 
Moody, R. A., Grimsby. Moore, A. M., Al 
L. W., Dalston. Mouland, C. E. C., Bour 
King’s Lynn. Nicholls, S. G., London. Ni 
Nightingale, J.-H., Birmingham. Nixon, | 
Osborne, C. H., Bromley. Osborne, G. E 
Z. O., West Kilburn. Parker, J. T., Frl 
Parkes, J. W., Ward End, Birmingham. Pate 
Pollard, S., Brixton. Press, R. L., Willesder 
Stirling. Prue, L. G., Chesterfield. Rees, J 
. Restall, J. A., Southsea. Restarick, D. W.! 
G. L., Penarth. Richards, N., Bilston, , 
Hampstead. Rimington, R., Dagenham.| 
Thornliebank, Renfrewshire. Rivers, W. 
Robertson, D. W., Halesworth, Suffolk. Ro} 
Rose, E. V., Seven Kings, Essex, Rowley, 
Roylance, J. S., Market Drayton. Scarlett 
H. A., Bexley. Sealy, G., East Ham. Sh 
Shaw, J. EK: Sutton, Surrey. Shewardl 
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|, W. H Hebbern. 
Bowen, B., Skewen, 
iney. Bristow, J. O., 
W., Ruislip Manor. 
L A., Colton, Staffs. 
other Edge, Sheffield. 
l., Wishaw. Button, 
Park, Cannon, N., 
1, J. F., Hampton. 
Vitham, Cheeseman, 
itty, R. L., Bedford 
ublin. Clarke, R. H., 


lf. K., Cheltenham. 


‘oke Lacey, Hereford. 
urgh. Cowen, G. V., 
head, B., Kidbrooke. 
J., West Worthing. 
ley, A. S., Welling. 
m. Dainow, BEL, 
ster, P., Manchester. 
, Thornton Heath. 
un A. G., Edmonton. 
l, Wallasey. Dixon, 
vrehampton, Bristol. 
3, J. E., Dumbarton. 
G. E., Acton. Dun- 
n Heath. Eccleston, 
O., Rednal, Birming- 
roydon. Emmett, L., 
rer W., Macclesfield. 
ondon. Filby,-P. E., 


sher, N., Smethwick... 


s, T. R., Swansea. 
; Monifieth, Angus. 
Smethwick. Gordon, 
dy, G. W., Norbury. 
Birmingham. Green, 
. T., Birmingham. 
H. M., Khartoum. 
n H. J., Sydenham. 
L. R., Northampton. 
vey, E., Tonbridge. 
, Ilford. Hassall, H., 
ım. Henry, W. M., 
` Hopping, M. C., 
a, J. A., Cross Gates, 
. Hunt, E. G., Penn, 
4. Johnson, A. D. 
R., Wallasey. Jones, 
2shawe, Manchester. 
Rhondda. Jordan, D., 
ord. King, W. E. R., 
ty, R. W., Kirkham, 
ox, W. T., Paisley, 
| Miss E. E., South 
, H. J. W., London. 
ı-Tweed. Lawton, S., 
! Lear, R. S., Kings- 
duc, A. A., Willesden, 
London. Lewis, J. E., 
axd, E. H., Leyton. 
burn, Co. .Durham. 
C. J., Shrewsbury. 
Albans. Marriott, E., 
atheson, H., Grange- 
. F., Malton, Yorks. 
tL L., Muswell Hill. 
ublin. Millson, G. J., 


| Mond, H., London. 


aston, Derby. Morris, 
emouth. Moy, H. C., 
holson, K., Bromley. 
© C., West Dulwich. 
» London. Ososanya, 
hwater Bay, I.0.W. 
1an, T. G., Walworth. 
Primrose, S. M. M., 
.M., Treorchy, Glam. 
Wimbledon. Richards, 
itaffs. Ridley, J. E., 
Ritchie, W. E R, 


lL, St. Johws Wood. 


ws, W. E., Northwich. 
H. A. T., Braintree. 
‘J. J., London. Scott, 
w, E., Hammersmith. 
J.- T., Handsworth, 


. Edinburgh. Burfoot, P. J., Bromley. Burge, M 
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Birmingham. Simms, I. I. H., Streatham Hil. Simons, 6. J., 
Hove. Sizer, G. E., Retford, Notts. Skelly, T., Phibsboro, Dublin: 
Skipper, A. C., Wood Green. Smail, W. E. N., Edinburgh. 
Smith, A., Wallasey. Smith, A. D. L., Stratford, Londan,’ 
Smith, G. C., Stonehouse. Smith, G. H., London, Smith, K., 
Carlton, Nottingham. Smith, R., Grimsby. Sparks, C. ep 
Whetstone. Steele, F. C., Earlsfield. Stimpson, D. W., Harringay. 
Stinton, S., St. Abens, Stoll, L., Stoke Newington. Stone, W. T., 
Forest Hill. Sullivan, F. J., Rotherhithe. Supersad, 5. M., Glasgow. 
Sutherland, M., Parkstone. Thomson, A. C., Glasgow. Tomlinson,’ 
A. S., Crossgates, Leeds. Tongue, ©. N., Solihull. Trew, F. N., 
Finchley. Tribble, N. R., Skooters Hill. Turnbull, W., Dundee.. 
Turnbull, W. E., Wallasey. Urry, R. J., Hendon. Vickers, F. R., 
Greenwich, Wadson, J. D., Hammersmith, Wakeling, S. T., 
Leigh-on-Sea. Walker, P. C., Leamington Spa. Walls, J., Fairview, 
Dublin. Walls, N. C., Wigan. Watson, C. H., Abbey Wood. 
Wells, M. T., Rickmansworth. Wetherall, C. E., Ashford. White, 
G. P., Merton Park. Wilkinson, H., Whalley Range, Manchester. 
Williams, R. J., Ormskirk. Wright, I., Wrexham. Wright, L. P., 
Lewisham. Wrightman, L., Stoke Newington. Yeadon, G. EJ 
Pinner. Youngs, R.. M., Dieu, Oxford. Zeller, K. R. G., Waltham . 
Cross, Herts. ` 
259 candidates failed to satisfy the examiners. A 


SECTION I ONLY 
- (In order of merit) 
Vayro, P. J. T., Milford, Notts (First Place and Prize) 
2. Roe, B. H., Dartford. ` i 
Cracknell, H. A., Dudley. 
3. { Dean, V. J., London, 
Pyatt, Miss B. E., London. 





(In alphabetical order) e 
Addinall, L. M., York. Alvis, F. J., Cheam. Andrews, S. B., 
Belfast. Anstee, A. D., Manchester. Bailey, E., Bridgwater: 
Baker, A. D., Harpenden. Bamford, R., Wombwell, Nr. Barnsley.. 
Barnett, H., Chelmsford. Bennis, S. S., Hove. Berg, I. L., Stoke 
Newington, Berry. G., Chesterfield. Bird, R. G., Wisbech, Birkill, 
W., Tolpuddle, Nr, Dorchester. Blackmore, F. R. G., Redland,. 
Bristol. Bone, B. 3. P., Morden. Bowen; A. W., Tyseley, Birming- 
ham. Bristol, K. H., Stockport. Brooks, J., Coventry. Brown, A. J., 
Hammersmith. Brown, D. C., Upper Tooting. Buchan, J. F., 
. L., Streatham. 
Bustin, J. R., pack Ferry, Birkenhead. Butley, B., Grantham. 
Butler, F. X., Thurles, Co. Tipperary. Butterworth, J. K. H., 
Beverley. Byars, R., Forfar. Cainen, E., Stockport. Cameron;, 
S. D., Liverpool. Carey, J. F., Kings Park, Glasgow. Cassidy, 
J. À., Birstall. Caunce, H., Rainhill. Clements, J. P. H. East 
Dulwich. Cooper, A. F. G., London. Cooper, S., Putney Hill, 
Cox, A: N., Hounslow. Cox, G. H., Penzance. Crayfourd, E. L., , 
Hendon. Crossley, H., Walsden, Todmorden. L'avis, A. E., Luton. 
Dean, G. T., Newcastle, Dellar, E. CG A., London, Dickinson, 
R. A., Coventry. Dillon, L. G., Bolton. Dobson, A. G., Tottenham. 
Draper, A. T., Edinburgh. Draper, N., Lincoln. Duffy, A. 
Southport. Ellis, R. M. N., Ilford. Evans, I. L., Maenclochog, 
Pemb. Farrant, A. R., Walthamstow. Fern, E. A., Rugby. Ford, A., 
Henley-on-Thames. Ford, E., Hull. Foster, R. W., Litherland,. 
Liverpool. Gardiner, P., Falkirk. Gill, J. E., Whetstone. Gold, 
Miss J. I., Finsbury Park. Goodman, H., London. Grant, E. J., 
Edgware. Grice, J., Newcastle on Tyne. Hall, F. C., Ashford, 
Middx. Hallett, A. S., Upper Norwood. Hamblin, P. W., Brisling- 
ton, Bristol. Har.ment, D. E., Crouch End. Hanson, J., Levens- 
hulme, Manchester. Harman, D..J. F., Drayton Park, Harrison, 
Bitterne, Southampton. Hart, P. G., Bedford. Harvey, 
G. F., Stoke-cn-Trent. Haunton, E. W., Hornsey. Hayden- ` 
Patrick, Waterferd. Haylett, A. W. L., Orping:on. Holder, F. M., 
Gosforth, Northumberland. Houghton, T. R., Mill Hill. Hulock, J., 
Bolton. Jenkinson, J. D., Rugby. Jervis, R., Surbiton. Jewers, 
W. G., Fairfield, Liverpool. Jones, K., Caereithin, Swansea. 
Kaye, G. G., Gildersome, Nr. Leeds. Kirtley, N., Halifax 
Knight, C. J., Palmers Green. Knight, J., Epsom. Landon, N., 
Wembley. Lawscn, R. M. A., North Wembley. Lay, J. W., 
Brixton. Lea, N. K., St. Helens. Leach, K. S., Derby. Legg, 
H. T. B., Chingřord. Letts, D, W., Kingston-on-Thames. Lister, 
W. L., Tolworth, Surbiton. Lynch, L. A., Bexleyheath. Mac- 
Cormac, M. J., Dublin. Martin, J., Newcastle-on-Tyne. May, 
G. C., Rochester. McAdam, J. P. A., London. McCabe, H. Ay 
Londonderry. McCree, D., Hull. McDonald, Miss C. B., ha ee 
McDowell, J. C., Belfast. McNaney, W. F., Dungannon. Mellor, 
C., Streatham, Miller, H. A. P., London. Miller, Mrs I. O. 
Caversham. Miller, L., Shepherd’s Bush. Morrison, A., Glasgow. 
Newey, D. J., Coseley, Staffs. Nichols, R. J., Rugby. Nicholson, 
E. F., London. O’Shea, T. B., Cardiff. Parker. T. T. C., Douglas, 
I.O.M. Paterson, K. R., Glasgow. Penman, W., Edinburgh. 
Pepper, H., Stanningley, Leeds. Perkins, R. F., Cheam. Pernyes, 
J. A., Matlock. Piercy, G. F. J.,. Walthamstow. Pilgrim, P. R., 


. A, 
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Pontefract. Pilkington, Miss F. C. M., Hampstëad Pollak, A., 
Welwyn Garden City, Herts. Prosser, W.R , Hayes. Pulley, 
C. H., Wolverhampton. Ratcliff, N. B., Southgate. Reddish, R, F. 
Kendal. Reed, H: L., Kingston- on- Thames. Reeve, K. J., Hunt- 
worth. Reinartz, J., Bridgtown, Staffs. Reynolds, G. E. Fn 
Clapham Common. Rice, R. A., Hammersmith. Riddle, W. E., 
Potters Bar. Risius, R., London. Roberts, N., Redditch. Rogerson, 
G.E. , Kingston-on- Thames. Rudd, H. F., ” Leicester. Sawbridge, H., 
Southport. Scholes, A., Oldham. Shannon, M. P., Clarkston. 
Shaw, H., Hendon. Sheppard, R. A, Forest Hill. Shill, J. H., 
Cheltenham. Shillitoe, R, J., London. Smethurst, J., Oldham. 
Smith, A., St. Albans. ‘Smith, éi Bolton. Smith, S. Le ‘Shrewsbury. 
Sparrow, 'E. H., Slough. Spriggs, G. W. Birmingham. Steel, A. 
Harlesden. Tames, B. W., Ilford. Teaz, E. L., Palmers Green. 
Thompson, G. N., Mill Hill. Thompson, L., Bolton. Torrence, 
E. M., London, ` ` 
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Turnbull, F., Bishop Auckland. Varley, N., Doncaster. Wadding- 
ton, E. D. ’ Bamber Bridge. Walter, H. W., Bladon-on-Tyne. 
Walters, R. E., Catford. Warwick, B. J., Walton-on-Thames. 
Warwick, J. H., Chelmsford. Weir, D. TA Chelsea, Welsh, 
R. J. F., Wimbledon. Whines, S. G., Harringay. White, E. G. T., 
Welling. White, R. W., Edmonton. Wickhart, F. A. London: 
Wiggins, E W. High Wycombe. Wild, G. H E Watlington. 
Wilding, H. J., Balham. Wilson, H., Newton Heath, Manchester. 
Wrigley, R., East Dulwich. 


326 candidates failed to satisfy the examiners. 


CORPORATION CANDIDATES 
Dickie, C. S., Glasgow. 
No candidate failed to satisfy the examiners. 


NOTES AND NOTICES 


e, : : Personal 


Messrs WILKINSON & MELLOR, Chartered Account- 
ants, of Leadenhall Buildings, 1° Leadenhall Street, 
London, EC3, announce that as from September rst 
they have admitted into partnership Mr James 
WALTER BURNELL, A.C.A., who served his articles, and 
has béen with the firm for many years. The name of 
the firm remains unchanged. 

‘Messrs T. & H. P. Bre, Chartered Accountants, 
Af 13 Chapel Street, Preston, and of Fleetwood and 
Blackpool, announce that Mr Jonn S. WALKER, 
A.C.A., has been admitted as a partner of the firm 
as from September ist, 1951. 

Messrs Mipwinter & Ruopes, Chartered Ac- 
countants, of Park House, Cirencester, and at 
Cheltenham, announce that their Cheltenham address 
is now 8 Imperial Square, Cheltenham. The telephone 
number remains 3192. 


British Electricity Authority 
; APPOINTMENT OF A DEPUTY CHIEF ACCOUNTANT 


Mr W. G. S. Bond, A.s.a.a., 2n assistant chief 
accountant on the staff of the British Electricity 
Authority, has been appointed a deputy chief account- 
ant to the Authority. He succeeds Mr F. H. Grigsby, 
0.B.E., F.8.8, who has retired on reaching super- 
annuation age. 

Educated at Redruth, Cornwall, Mr Bond was 
employed for twenty-five years by Messrs Annan, 
D ~ter & Co Ltd, Chartered Accountants, of London, 
waere, during the latter years, he specialized in the 
audits of electricity undertakings. In 1941 he joined 
the organization of Edmundsons Electricity Corpora- 
tion Ltd, and upon the establishment of the British 
Electricity Authority in 1948 was appointed chief 
assistant to Mr A. M. Scott, who was then a deputy 
chief accountant. 


The Society of Incorporated Accountants 
and Auditors 
The incorporated accountants’ course. is this year to 
be held at Gonville and Caius College, Cambridge, 
from the evening of Thursday, September 13th, 
until Tuesday morning, September 18th. 

Speakers have been invited from outside as well 
as from within the membership of the Society, and 
the programme will include papers and addresses 
on the following subjects: “Taxation: some practical. 
problems’, by Mr C. V. Best, rs.a.a., and Mr. J. A. 
Jackson, F.C.A., F.3.A.A55 ‘Company law’, by Mr 
Philip Randall; ‘Some effects of inflation’, by Dr 
R. F. Henderson, Lecturer in Economics in the Univer- 
sity of Cambridge, ‘Accounting principles’, by 
Mr F. Sewell Bray, F.C.A., F.S.A.A.; “Towards a 
profession of management?’ by Mr Noel Hall, 
C.B.E., Principal of the Administrative Staff College; 
‘Auditing procedures in the U.S.A.’, by Mr J. Harold 
Stewart, c.P.A., Boston, Immediate Past President of 
the American Institute of Accountants, ‘Productivity, 
profits and prices’, by Mr C. E. Sutton, a.s.a.a. 


Manchester and Liverpool Students’ 
Residential Courses 
The Manchester and Liverpool Societies of Chartered 
Accountants are combining to run the fifth joint 
residential courses for Intermediate and Final 
students at Burton Manor College, Wirral, Cheshire. 

Each course extends over four and a half working 
days; the Intermediate course assembles on Monday, 
October 1st, and disperses on Saturday, October 
6th, on which date the Final course will assemble, 
dispersing on Thursday, October 11th. 

Further information may be obtained from the 
joint honorary secretaries, Mr T. S. Andrew, A.c.a.; 
57 King Street, Manchester, 2, or Mr J. F. Holroyd, 
A.C.A., I & 3 Stanley Street, Liverpool, 1. 
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The Institute of Cost and Werks Accountants 


The second residential summer sc 100! of the Institute 
of Cost and Works Accountancs assembled at St 
Catharine’s College, Cambridge. on Monday last, 
and is in progress as this issue goes to press. About 
roo members, divided into ten g-oups, are attending 
the school which promises to be 2s successful, and as 
beneficial to the participants, as -ast year’s course. 

The five papers which are beizg presented during 
the course are the subject of a contributed article 
elsewhere in this issue. 

At the concluding dinner in Hail on Friday evening 
the principal guests are as follows: 

Sir Alexander Aikman, GI C.A. (Chairinan, 
Electrical and Musical Industries Ltd and Powers-Sdamas 
Accounting Machines Ltd); Captzin C. R. Benstead, 
M.C., M.A., R-N.(Rtd.) (Domestic Exrsar, St €atharine’s 
College); Messrs K. E. Berrill, m.a. (Fellow of St 
Catharine’s); F. Sewell Bray, F.2.A., F.S.A.A. (Senior 
Nuffield Research Fellow in the C=partment of Applied 
Economics, Cambridge University; D. J. Desmond, 
M.SC., M.LE.E. (Research Fellow ir Engineering Produc- 
tion, Birmingham University); D- R. C. Evans, M.A. 
(Fellow of St Catharine's); Mess-s J. Munro Fraser, 
M.A. (Controller of Membershif. Services, National 
Institute of Industrial Psychology; Z. A. Silberston, 
M.A. (Kenwood Memorial Researc= Fellow, St Cathar- 
ines College); J. A. Steers, MA. (President of St 
Catharine’s; Professor of Geograshy, Cambridge Uni- 
versity); Alderman A. Č. Taylor, M.A. (Deputy Mayor 

of Cambridge). 


The Chartered Accountant Students’ 
Society of Lordon - 


The introductory courses of ~ectures for newly- 
articled clerks for the autuma session begin on 
September 14th at 5.15 p.m. in the Oak Hall of the 
Institute. 

Each meeting lasts for two hours and consists of 
a lecture on accountancy followed by one on law. 
The first six accountancy lectres deal in general 
terms with basic subjects under such titles as ‘What 
is a business?’ and ‘What is auciting?’ and they are 
followed. by a series of eight sccountancy lectures 
designed to give newly-articlec clerks a review of 
the background information from which book- 
keeping entries arise. 


The legal lectures deal in suramary form with the . 


English judicial system, and wth the branches of 
the law which are of immediate: concern to account- 
ancy students. 

The object of the course is not to provide text- 
book knowledge, but to begin the wider education 
of articled clerks by giving them a practical back- 
ground upon which they can brild their studies. 
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Recent Publication i ` 


Issue, CONTROL AND REGULATION op CAPITAL, by F. P: S 
Randall, F.C.LS. v+ 117 pp. 8} xX 53. 12s 6d net. 
W. Heffer & Sons Ltd, Cambridge. 


Other Publications Received 
N.A.C.A. BULLETIN. (New York.) (August.) 
WESTMINSTER Bank Review. (August) 
REVISION OG REGNSKABSVAESEN. (Copenhagen.) ‘(July.} 
THe COMMERCIAL ACCOUNTANTS’ QUARTERLY TAX REECH 


(July.) 
NATIONAL PRovinciaL Bank Review. (August) . =f 


SEVENTY-FIVE YEARS AGO `; 
From Bb: Accountant or SEPTEMBER bth, ia d 


Extract from ‘Notes in Passing- ` Be 
Public Accountant vo! 


Our readers may have noticed-that the designation 
public accountant rarely appears in the columns of 
this journal, The exceptions are always the result of. 
inadvertency, for. we are of opinion that the qualifying 
adjective is ambiguous and unnecessary. Its applica- ` 
tion is usually sought to be justified on the ground ` 
that it discriminates between an accountant who is | 
exclusively employed by a private firm of traders or 
a public company, and one who is employed by th 
public generally, and so makes a profession of hi 
work. To us it seems that at present any such dis- 
crimination is wholly uncalled for, though it may] 
have been desirable in nthe early days of the profession, , 
when some of its members not only worked for par-. 
ticular employers during the day, but did gerterai-~ 
work for the public in the leisure of evening. Now, | 
however, that the profession has in a measure 
become firmly established, we think the ‘time has ' 
arrived when the use of the word ‘public’ in ċon- 
junction with ‘accountant’ may be advisedly dis- 
continued. One might almost as justly speak of 
‘public’ butchers or bakers. The occupation of 
accountant is now as well known as that of a lawyer 
or doctor; and if at any time it should be necessary 
to prefix some distinguishing term, ‘professional’ is 
far more to the purpose, and much less open to the 
charge of ambiguity than ‘public’, though the general 
use even of this term we should regard as a redun- 
dancy. It is strange that while all ‘the accountants | 
whose announcements regularly appear in our front, 
page describe themselves as ‘public accountants’, the ` į 
society to which most of them belong is called ‘The . 
Society of Accountants in England’, The same 





feature is apparent in the style of all the other 
societies; and we strongly recommend individual — 
members to follow the course which the collectives 
wisdom of their associations has deemed it expedient 
to adopt. i 
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ESTABLISHED 1874 
VOL. CXXV NO. 4004 


THE ROYAL COMMISSION: 
MEMORANDUM OF THE F.B.I, 


MEMORANDUM on general social and’ -economic 
questions submitted to the Royal Commission: on the 
Taxation of Profits and Income: by the Federation of 
British Industries was published last week. The Federation is of 
opinion that improvements in the incidence of the tax or in the 
machinery of assessment and collection cannot of themselves 
remedy the evils which spring ‘from the weight of ‘taxation as a 
whole. It is the total weight o? the tax burden which has the main 


` effect upon incentives, risk bearing, savings and inflation. 


The Federation refers to the progressive nature of i income-tax 


"under which the rate of tax itself increases with increasing income 


and the taxpayer’s effective average rate on -the-whole of his 


“income is substantially less than-the marginal rate on the. top £i 


of income. Where the employee makes extra effort and earns miorè 


- pay, the rate of tax applied to the extra earnings is above his (up 
- average rate for the year. To some extent the disincentive effect 


of Pay-as as-you-earn is due to the employee misunderstanding the 
way in which he is taxed and not realizing that over the year of 
assessment as a whole his true average rate of tax will ultimately 
emerge. It is possible that this SE is less: common 


` than it was. 


The Federation does not Ge a return’ to the~tax 
deduction system in force for.a short time immediately before 
the introduction of Pay-as-you-earn, which was based upon past 
earnings. Neither does the Federation recommend the remedies 
adopted in some other countries of taxing extra earnings and 
overtime pay at the average rate appropriate to the taxpayer's 
normal income, or alternatively having a special wages tax out* 
side the general’ income-tax’ system. A special wages tax would 
offend the principle that.there should be equal treatment for all’ 
persons within the same income brackets i eras of the nature 
of the income charged. ` E . ; 

When £2,000 a year is reached, there is an immediate leap 
in marginal rate from 7s 7d to 11s 6d in thé £. A succession of 
further steps follows until income after taxation Ze negligible 


. compared with the attractions of leisure. It then becomes’ im: 


possible adequately to reward achievement in industrial ‘manage: 


-ment and the standard of living of the outstanding man. cannot 


be very different from the mediocre. If the rewards ro be gained 


br young men of character and ability continue -to: ‘be: much 
greater in other countries, the Federation fears that the’ spirit ` 


of enterprise ‘in British- industry must inevitably suffer>: "4 
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The Federation considers that there are 
fundamental objections to any merging of income- 
tax allowances and social security allowances 
since they are entirely different in character. To 
convert an income-tax allowance which operates 
only where there is adequate income into a cash 
allowance, indépendent of income, would be to 
discount the importance of producing income and 
would increase the number of those who make a 
profit out of the National Exchequer by receiving 
more than they contribute. As social security 
payments were designed on an actuarial basis of 
contributions by individuals, employers and the 
State, it would be a mistake to weaken this 
principle. 

The Federation finds that excessive taxation 
‘results from the taxation measure of profit differ- 
ing substantially from what the economist would 
consider to be the true profit. If depreciation 
allowances continue to be based upon the his- 
torical cost of the plant, and stock valuations fail 
to recognize the fall in the value of money, there 
is a real danger of industrial capital not being 
maintained. It is the opinion of the Federation 
that it is absolutely vital that capital resources in 
physical terms should be maintained and it is 
‘fundamentally wrong that industry should need 
to raise fresh capital merely to preserve pro- 
ductive ability. 

With present rates of sur-tax and profits tax 
it is not possible to build up a fund out of which 
estate duty can be paid on the death of the 
business owners or shareholders in private com- 
panies, in order to leave the capital of the business 
intact. Nor is it possible for the successor to 
accumulate out of net income sufficient to pay 
off the duties. 

In regard to oversea profits, the Federation 
points out that the British tax net is on the whole 
wider than that of other countries, and reliefs 
given in respect of tax of oversea income are 
incomplete. Now that most other countries levy 
income-tax, the imposition by Britain of tax at 
very high rates on profits arising in foreign 
countries, whether remitted ‘to Britain or not, 
makes it increasingly difficult for United King- 
dom controlled concerns to maintain and develop 
their oversea trade in competition with those 
undertakings which are not so handicapped. If, 
in conditions of world inflation, existing oversea 
enterprises cannot be financed out of undistri- 
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‘buted profits, such enterprises will either shrink > 


in size or pass into the hands of local nationals. ` 
In consequence, there would be lost not only the- 
profits from the enterprises but also the orders; 
for British equipment and banking and other ` 
services. The Federation considers that the logical 
method of dealing with this matter is to subject 
to United Kingdom tax only those profits which 
are remitted to the United Kingdom; otherwise 


ethe long-term damage to the British economy 
-whica depends so much on foreign trade may. 


be irreparable. 

The Federation expresses strong enee 
of profits tax which falls upon the ordinary share 
capital. This weighting of the scales against risk- - 
taking is regarded as socially undesirable and 
the abolition of profits tax is advocated. 

Nowhere in the memorandum does the 
Federation speak with the same disapproval of 
income-tax. The high level of taxation is deeply~ 
regretted; the unfortunate social and Seed 
consequences are reported; and serious anomalies 
are indicated. The main structure of income-tax 
is apparently accepted and in several passages 
the Federation speaks in its defence. There is 
approval of the income-tax principle of equality 
of treatment of all kinds of taxpayers having the 
same income, and disapproval of proposals for 
a separate wages tax or for initial allowances 
which would discriminate between one industry 
and another acccrding to its national importance. ` 
In a later memorandum the Federation will be 
putting forward its detailed proposals for tax’ 
amendments. 

It is interesting to note that the propaials ef 
the Federation, though different in character, 
are not in head-on collision with those of the 
Trades Union Congress which were reviewed in 
these columns on June 2nd, 1951, at page 533. 
From both bodies we have an appreciation of the. 
serious incidence of taxation on the social and 
economic life of the nation. Opinions will differ 
as to the weight to be given to the causes and 
the remedies of each body, but their main pro- 
posals are capable of assimilation into the 
existing income-tax structure. This is perhaps a’, 
tribute to the soundness of the original con- * 
ception and general development of income-tax 
over many generations, and a tribute also to the 
sense of responsibility with which the proposals 
are put forward. 
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by F.. CLIVE de PAULA, T.D., A.C.A. A.C.W.A, 


` Increased use is being made of budgetary control combined with standard costs. 

, These accounting methods throw up different variances from month to month 
throughout the year. The question arises, at the year end, as to how far the standard 
costs can be used for valuing stocks and how to dispose of the year’s variances. In 
this article the author puts forward suggestions for handling these problems. 


RITING anything about stock and its 
l J valuation is a risky undertaking, for it 


. is a subject on which accountants and 
‘others. are liable to hold strong views with am 


"` almost fanatical religious fervour. It is therefore 


proposed to, skirt round many of the major issues 
that have been ably discussed by other writers in 
these pages. Instead, one particular facet of this 
many-sided jewel of debate will be considered. ` 

Since the booklet Developments in cost account- 
ing was published by the Institute of Chartered 
Accountants in 1947, more and more considera- 

- tion is being given to the use of budgetary control 
and standard costs, as outlined therein. However, 
the use of standard costs immediately gives rise 
to the problem as to the extent to which these can 
be-used in valuing stock for balance sheet pur- 
poses at the end of the year. Linked with this is 
the problem as to how variances should be dealt 
with; how far they should be written off to profit 
and loss account (i.e. to cost of sales), or how far 
they should be applied to stocks. , 

Broadly speaking it can be said that stock 
appears as an item in the balance sheets of two 
main types of business, namely, manufacturing 
businesses, and trading or retail businesses. It 
- may be found in a wide range of other types òf 
enterprise stretching between those two and 
extending beyond the scale at either end. In 
‘order to bring the range of discussion within 
controllable limits, this, article considers mainly 
the problem of stock-in-trade in the balance 
sheets of manufacturing businesses. 

It is true that such a narrowing of the field 
should not be necessary; for if the principles 
established are correct, then they should be 
applicable in all circumstances. However, it 
would be tedious to discuss the problems of 
stocks in all the different circumstances in which 
stocks are found. So this review of the problems 
has been set out with the circumstances of the 
manufacturing business in mind. If any of the 
‘ideas put forward are found to be useful in other 
types of business, then so much the better. 

Indeed, it is hard to find any inviolable 
principles that can be applied to stock in all 
circumstances. About the only one is that 


enunciated in the last paragraph of the Institute 
of Chartered Accountants’ Recommendations 
on Accounting Principles No. X on ‘The valua- 
tion of stock-in-trade’, which states: 
‘Whatever basis is adopted ..., it should be 
such as will not distort the view of the real trend 
of trading results and should be applied con- 
sistently. .. / 


MARKET VALUE 


When The Institute of Chartered Accountants _ 
in England and Wales published Recommenda- 
tion No. X on the ‘Valuation of stock-in-trade’, 
in June 1945, it set out clearly its interpretation 
of the meaning attaching to the words ‘cost* and 
‘market’ as used in the familiar context of stock 
valuation. More important still, it was demon- 
strated that the valuation’ of stock ‘at cost or 
market’ involves two distinct processes, namely: 


(i) the ascertainment of cost, 
(ii) establishing market value. 


Furthermore, paragraph 109 states briefly that 
in the opinion of the Institute, 


‘Profit or. loss on trading is the -difference 
between the amount for which goods are sold and 
their cost’. 


It is then interesting to note the wording used: 
later on in paragraph 131, which states that 


‘for the purpose of estimating the amount of the 
provision required to reduce stock-in-trade below 
cost...’ 


From this it would seem clear that, in order to 
calculate trading profit or loss, stock must be 
valued at cost (to conform with paragraph 109 ` 
quoted above). Then, from the profit or loss so 
calculated, a provision (as in paragraph 131) must 
be made against possible future losses due to any 
fall in market value. In other words, the effect of 
market value does not directly enter into trading 
results, but is a second operation, necessitating 
the setting aside of part of the trading profits, or 
increasing the trading losses, in order to provide 
against possible contingencies and losses. This 
last operation is mainly required in order to 
arrive at ‘profits available for distribution’. 
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.. LEGAL REQUIREMENTS 
Change of Basis ` 


In point of time, the next important factor bearing 
on the valuation of stock-in-trade was the passing 
of the Companies Act in 1948. This contains the 
now familiar ruling, in Section 149 (1), that the 
profit and loss account must give a true and fair 
view of the profit or loss for the period. Later, in 
the Eighth ‘Schedule, Part I, Section 14 (6) (b), 
the Act-requires there to be shown, as a separate 
itemy, in the profit and loss account, the effect of 
any change in the basis of accounting. 

The effect of this is that, if the basis of stock 
valuation is changed, the effect of that change 
must be‘shown in the accounts. The Act does not, 
as some people are inclined to think, prohibit any 
change being made. It clearly places legal 
encouragement on the maintenance of consistency 
of method of stock valuation. But if the accounting 
and costing procedures of a company are changed 
over to standard costing, there is no legal objec- 
tion under the Act to adopting standard costs for 
the end-year stock valuation. All that is required 
is that, in the year. of change, the effect of the, 
chańge . on that year’s results must be separately 
shown. In practice this means that in the year of 
change the stock will have to be valued. both on 
the ‘old’ basis and the ‘new’, so that the net 
difference can be calculated. After that, standard 
costs may be maintained from year to year without 
further reference to the ‘old’ basis. 


Adjustment from Cost to Market Value 


However, the Act is less specific in the case of 
the more familiar, and more frequent, adjustment 
_to the stock value — namely, the adjustment of 
stock from cost down to market value. Whereas, 
under the Eighth Schedule, Part I, Section 12 
(x) (b), the Act requires the profit and loss account 
to show separately the provision made for the 
diminution in value of fixed assets, it does not on 
the other hand require the diminution in value of 
current assets to be shown. This distinction in the 
treatment of fixed and current assets seems a 
pity, from the point of full and informative 
accounting. The effect, on the results disclosed, 
of the reduction of stock below cost to market 
value can be very considerable. Furthermore, it 
is an element in the disclosed results which can 
fluctuate very widely from year to year. So much 
so, that this single influence could make the results 
of ‘one year quite incomparable with those of the 
next. Yet its effect does not need to be disclosed. 

‘The true trend of results from year to year 
could be more easily followed were the profit and 
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loss account to contain information on the 





following lines: ` Ze f £ 
“Sales .. e XXXX 
Opening stack at cost | XXX 
Add Purchases XXX 
Tracing expenses <. XXX 
Depreciation of fixed assets XXX 
Deduct Closing’stock, at cost XXX XXXX 
Trading profit (or loss) XXX 
Deduct Provision to reduce stock 
below cost to market value xxx 
Other financial provisions Xxxx XxXxX 
Distributable profit (or loss) for the 
yèar .. P a eg DK £ xxx 


na 


From such a form of presentation it would be 
possible to see clearly the true trend of trading 
results from year to year. The effect of provisions 
made against possible’ (but as yet unrealized) 
future losses is kept quite separate. It-would also 


seem that such a form of presentation conforms’ 


strictly to the concept: of paragraph 109 of the 
Institute’s Recommendation No. X, which 
states that; 

‘Profit or loss on trading is the difference between 
the amount for which goods are sold and their 
cost ..., but it is essential that provision should 
be made to cover mnapata losses.’ 


COST 
So much then for. the questions of market 
value and some of the requirements of the law — 
there remains the question of cost and the place 
of standards in the picture. 

It is not proposed -to discuss the pros and 
cons: of the many other different methods of 
valuing stock. Nor is.it intended to deal with the 
quite separate question of inflation and its effect 
on the results disclosed by conventional a¢count- 
ing methods. Those are matters which have 
already been widely discussed, and doubtless will 
continue to be, elswhere. It will narrow the area 
of discussion to deal only with some of the 
problems of end-year stock valuation met by 
those who use standard costs and DEE 
control. 

Raw Materials 
In the case of the raw material stocks and stocks 
of ‘bought out finished parts’ there are two 
methods of treatment commonly met, when 
standards are in use. 

In some cases these are carried in the books at 
‘actual’ cost. The difference between this and 
‘standard’ is then written off at the time the 
materials or parts are taken out of stock and put 
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into production. If.this is done, the problem of 
‘standard costs’ does not arise at the time of end- 
year stock valuation so far as these stocks are 
concerned. They can continue to be valued by 
whatever method is used to arrive at ‘actual’ cost. 

The other method, which has considerable 
administrative convenience, is to calculate the 
‘standard’ value of all invoices for incoming 
materials and parts. The material price variance 
is then written off as soon as the materials and 
parts are taken into stock. All stocks are then 
carried at ‘standard’. 

< Those who advocate the use of standard prices 
argue that properly set standard prices represent 
the’ current prices which those materials are 
worth- zo the production departments. They 
represent the fixed buying price at which the 
production departments are prepared to take over 
those materials from the purchasing departments. 
They are the prices at which it is possible to 
convert the material into, the finished product and 
earn a profit at current selling prices. Therefore, 
any excess of actual purchase price over these 
standard prices represents a buying loss in the 
period in question, which should be written off 
entirely to profit and loss account in the period. 

Similarly, it might be argued that any amount 
by which actual purchase prices are below stan- 
dard Prices represents. a. gain in the period in 
question. However,- it must be realized that any 
such saving of ‘actual’ against ‘standard’ purchase 
prices ‘may, at the end of the year, be applicable 
partly to goods sold and partly to stocks in hand: 
So far as it relates to stock, it is not a distributable 
profit. That part of the saving which applies to 
stock must therefore be deducted as a ‘provision’ 
from the trading profit, and be carried forward in 
the accounts until that stock is sold. 

Where actual purchase prices have been above 
standard prices, there may- be circumstances in 
which it may not be thought desirable to write off 
the whole of the adverse price variance to the 
profit and loss account of that year. In other 
words, that part of the loss which is applicable to 
stock-would be carried forward into the following 
year. If this is done, it would presumably be done 
by adding back an appropriate proportion of the 
price.variance to the total stock value for balance 
sheet purposes. It can only be decided in the 
circumstances of each case whether this is more 
correct than writing off the loss as soon as. it 
arises. For it must not be overlooked that if 
selling prices are closely linked o standard 
manufacturing costs, the addition of the price 
variance to the value of stock might raise the 
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stock to a value at which it was no-longer ‘possible 
to process it and sell it at a profit. 


Raw material Content of Work in Progress 
and Finished. Stock 

The various problems connected with raw 

material and. bought out finished parts apply 

equally to the material content of partly pro- 


- cessed, and finished, stocks. For at the time of the 


end-year accounts, there are almost certain to be 
goods ; at various stages of completion. 

‘However, in those cases where raw material 
stocks are carried in the books at ‘actual’ cost, 
complications arise in respect of partly processed 
materials. For in many industries involving com- 
plicated manufacturing processes, many items of 
raw material rapidly lose their identity once they 
are put into production. The precise quantity 


‘of different materials in partly processed articles 


may be extremely hard to éstablish: In such 
circumstances, therefore, it may prove well-nigh 
impossible to apply in detail any of the. different 
methods used for establishing ‘actual’ cost. © _ 

For these and other reasons it is ‘commonly 
held that it is not unreasonable to value the raw 
material content of work in progress and finished 
stock at ‘standard’, provided the standards have 
been reasonably and properly established. 


CONVERSION COSTS 

Whatever the method of costing employed there 
is bound to be a certain amount of discussion as 
to what expenses should properly be included in 
stock valuation, and what should be written off 
to profit and loss account in the year in which they 
were incurred, that is to say upon a time basis. 

Broadly speaking, the expenses of a manufac- 
turing business can be divided into: 

Selling and distribution expenses, 

Administration Expenses, n 

Fixed } ee works expenses, 

Variable Direct departmental expenses, 

Direct labour. 


Selling and Distribution Expenses. 
There is generally not much disagreement that 
selling and distribution expenses should be 
excluded from the stock valuation. They have 
not, in the main, been incurred in respect of 
those items which are still in stock, and are there- 
fore omitted. 


. Administration Expenses : 
The -expenses of administration normally. cover 
such items as the salaries and. expenses: of the 
accounts department, secretary’s. department, 
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managing director’s staff, and other senior 
executives. They are mainly all of a fixed nature, 
and the balance of opinion today appears to be 
that such items of expense are incurred fundamen- 
tally on a time basis. This means that they are a 


charge against the profit and loss account in the 


year in which they arise, and are thus excluded 
from stock values. 


Variable Expenses 

It is common to find most authorities agreed that 
there should be included in stock values all 
‘direct labour and direct expenses incurred in 
bringing the product into its present state, either 
in work in progress or in finished stock’. It is 
generally agreed, therefore, that this should 
include: 

Direct labour, 

Variable direct departmental expenses, 

Variable general works expenses. 


Fixed Expenses 
So we come down to the fact that most discussion 
and difficulty turns on the question as to whether 
there should be included in stock any amount in 
respect of: 
` Fixed direct departmental expenses, or 

Fixed general works expenses. 

If any form of ‘actual’ costing is employed, it 
normally has the effect of re-calculating each year 
the rate at which fixed expenses shall be applied 
to the different items in stock. For the rate per 
item is arrived at by dividing the output for the 
period into the expenses. So if output is high, 
then the rate of fixed expense per item is low. 
Conversely, if output falls the following year, the 
effect will be to cause a high rate of fixed expense 
per item. Thus, the stock value of an item rises 
as output falls, and vice versa — although general 
commercial experience would suggest that the 
commercial value of the item is probably moving 
in precisely the opposite direction. 


Exclusion of Fixed Expenses 

For this reason there is a school of thought which 
advocates the complete exclusion of all fixed 
expenses from stock. This school argues that the 
principle is the same as that generally accepted in 
the case of administration expenses — namely, 
that fixed expenses are incurred on a time basis 
and that therefore they should be written off to 
profit and loss account on a time basis, which has 
nothing to do with the number of articles pro- 
duced, sold, or in stock. They argue that any 
inclusion of fixed expenses in stock distorts 
trading results. 
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Normal or Standard Fixed Expenses 


However, in many cases it would not seem desir- 
able to go quite as far as this. With the introduc- ` 
tion of increasingly extensive mechanical proces- 
ses, the variable direct labour cost of yesterday is 
today being replaced by the fixed costs of factory 
equipment. In many cases the exclusion of all 
fixed expenses might produce a distortion of 
results since it might eliminate the major portion of 
manufacturing cost. As a result, stock values might 
be reduced to a disproportionately low figure. 

Those who do not favour the complete exclu- 
sion of fixed expenses turn back to the definition 
that there should be included in stock 

‘all direct labour and direct expenses incurred in 

bringing the product into its present state. . .’ 
They argue thet since these departmental and 
works expenses, although they may be of a fixed 
nature, have been incurred in bringing the pro- 
duct into its present state, it could not have 
reached that state at all without the assistance 
provided by these fixed facilities. j 

To avoid the distortion of trading results, 
which is the main root of objection of those who 
favour the complete exclusion of all fixed expenses, 
it is suggested that the rates at which fixed expen- 
ses are included in stock should be based on 
normal levels of output. In this way the distortion 
of results caused by such expenses getting into 
stock at different rates each year is to a large 
extent avoided. 

The level which is regarded as normal must 
depend on individual circumstances. It-is-com-- 
monly found that 70~80 per cent of full capacity 
is a reasonable figure to aim at. Any rise or fall in 
production above or below that normal will result 
in over- or under-absorption of fixed expenses in 
that period. The view is taken that this ‘volume 
variance’ is the result of trading in the period in 
which it arises, and it should therefore be written 
off to profit and loss account in that period. Stock 
remains at the beginning and end of the year with 
its normal, or standard, content of fixed expenses. 


Machine Depreciation on Basis of Use 


In the case of machine depreciation, this arises 
mainly from use. It would seem better for depre- 
ciation of production machinery to be written off 
as a variable expense varying with production, 
rather than in fixed annual amounts on a time 
basis as is commonly done at present. This would 
overcome the objections of those who favour the 
exclusion of all fixed expenses from stock, and in 
many cases would appear to have much to recom- 
mend it. ` 
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OPERATING VARIANCES 


If stocks are valued on the basis of including 
fixed expenses at a standard rate, there will 
inevitably be some degree of over- or under- 
absorption each year. In addition it is common to 
find that, where standard costs are in use, manu- 
facturing expenses are also added into work in 
progress and stock at standard rates. So in addi- 
tion to the volume variances, there are the pro- 
duction variances to deal with each year. Clearly, 
they can either be written off entirely to profit and 
loss account in the year in which they arise, or 
they can be apportioned between cost of sales 
and stock. 


Favourable or Credit Variances 


On any of the different variance accounts which 
may be used in any particular set of books, there 
may have been savings of actual expenditure, or 
of fixed expense recovery, as compared with 
standard. So far as these savings apply to goods 
sold, they are savings which have been realized. 
However, so far as they apply to unsold stock, 
they represent unrealized gains. As such, they 
should therefore be carried forward until the 
goods are sold. To avoid distorting the disclosed 
trading results, it would seem better to do this by 
leaving the stock value at standard and by carrying 
forward the part applicable to stock as a ‘provi- 
sion’ in the accounts. 


Unfavourable or Debit Variances 


In the case of under-absorbed fixed expenses and 
expenditure in excess of standard, it is argued that 
these represent the cost of waste and inefficiency 
in the course of the year’s trading, and that there- 
fore they should be written off in that year. This 
line of thought follows logically on the well- 
established accounting principle that accounts 
should provide for all losses but reflect no un- 
realized gains. This principle can be most closely 
adhered to if credit variances applicable to goods 
in hand are carried forward as ‘provisions’ (as 
discussed in the preceding section) and if debit 
variances are written off in the period in which 
they arise. 


Against this, however, the argument is some- 


times heard that to eliminate debit variances from 
stock results in reducing that item below ‘actual 
cost’, and therefore so far as debit variances are 
written off, that are applicable to stock, a ‘reserve’ 
has been created. But, if standards have been 
properly set, to carry forward part of the debit 
variance by adding it back to stock values would 
seemi to have two results: 
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(i) it distorts the disclosed trend of trading 
results, 

(ii) it loads into a subsequent period, losses 
which really form no part of the later 
period’s trading. 

Therefore, from the point of view of prudent 
finance and consistent accounting, it seems best 
to treat unfavourable variances as losses of the 
period in which they arise and write them off 
entirely to profit and loss account. Only in 
exceptional circumstances might it be necessary 
to consider making some note in the accounts, as 
to the extent to which this has resulted in writing 
off variances applicable to stock in hand. 


CONCLUSION 


The effect of the above suggestions can be sum- 
marized in the following diagrammatic trading 


account: 
£ £ 
Total sales ‘ T XXXXX 
Opening stock at standard cost .. XXX 
Plus Material purchases at stan- ` 
. dard price . . XXXX 
Plus Standard manufacturing 
expenses XXXX 
Less Closing stock at standard 
cost ; E bs XXX XXXXX 
Anticipated trading profit XXXX 
- Plus Total credit variances xX 
Less Total debit variances xx XXX 
Actual trading profit XXX 
Less Provision in respect of 
credit variances applicable 
to stock, being unrealized 
gain XX 
Less Provision to reduce closing 
stock below cost to market 
value XX XXX 
Profit available for distribution £ xx 


In so far as these suggestions require the carry- 
ing forward, as a provision, of that part of the 
credit variance applicable to stock, there arises 
the further problem of apportioning the year’s 
variances between cost of sales and stock. Unfor- 
tunately, this is a problem on which it is extremely 
difficult to lay down any hard and fast proposals. 
There are many different types of variance that 
may be met with in practice, and equally, many 
different ways of calculating cost of sales and the 
value of stock. The calculation in any given 
circumstances must depend on the records and 
information available on which to make the 
calculation. 
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AN INCURSION INTO BACK DUTY 


ne ae A DIARY. OF EVENTS IN A CASE OF 
COMPENSATING ERRORS 


by ISAAC BARTFIELD, F.S.A.A. 


In this article the author points out the onerous responsibility which falls on the. 

accountant who is conducting, on behalf of his client, delicate back duty négotiations 

with the Revenue. It shows how the accountant’s efforts to obtain the best pecuniary 

settlement can be ruined by an incomplete disclosure of all the material facts by 
the client. 


The Editor informs readers that the characters and places in the following article are purely imaginary 
and that no reference is intended to any living person or to any particular place. 


‘The First Step 
Scene: The office of H. M. Inspector of Taxes in 
a country town. The junior Inspector is conferring 
with the senior Inspector. 

JUNIOR Inspector: My post this morning is 
trying; an anonymous letter has been received 
about a Mr X. of 371 Nigh Street, and I feel 
that the particulars given seem to ring true. I’ve 
taken the file out and I intend to ask the acting 
accountant for a statement of worth, so that I can 
weigh up the position. 

Senror Inspector: Very’ well, then. One 
wonders sometimes how we can deal with new 
matters when there are such heavy arrears to 
clear up. 

Final Interview with Client 
The scene now changes to an accountant’s office. 

Accountant (to his client): I think it might be 
useful, at this stage, for us to consider at some 
length the history of your case; since the Inspector 
asked, amongst. other queries arising on your 
accounts to June 3oth last, for a statement of 
worth and subsequently raised various questions 
on that statement, I’m very anxious that you 
understand the present position thoroughly. 
As you know, when the reconciliation of profits 
with your capital position was drawn up for the 
past twelve years, various deficiencies were 
revealed in several years and it must be assumed, 
in the absence of proof, that these were almost 
wholly profits, which means that your income- 
tax returns showed understated -profits in those 
years. : 

' CLIENT: I must repeat again what I have told 
you on several occasions. I don’t know why the 
Inspector would not accept the fact about the 
gift of £2,000 in cash I got en years ago from 
my Uncle Harry. It is true he cannot be traced 
now ~ he fell out with the family and spent his 


last years somewhere in the south of England; ` 
- it’s bad ‘luck for me that I cannot Breve he gave. 


- me BS money. 


Accountant: There it is, and you cannot show 
exactly where and when this alleged gift was 
invested or deposited. 

Curent: It is true that I did use some of the 
takings to buy war savings certificates, but there 
are advertisements in the papers — Post Office 
notices which state that these are free of tax and 
as I understand it free of tax means free of tax. 
After all, I did invest the money with the Govern-: 
ment, and if I was going to hide anything I would 
not put the money with the very people who are 
worrying me now. 

ACCOUNTANT: I must stress again that up to 
now you have not produced any evidence in 
support of your contention regarding the sources 
of the money you state you received outside your 
business. 

Curent: I also put part of the gift from my 
uncle in the building society, and the building 


society pay the tax. I thought it unnecessary to 


mention this either. 

ACCOUNTANT: But there is a special space in 
the return for building society interest to be 
mentioned, and I must advise you that as you 
omitted to mention this you have made incorrect 
returns. 

CLIENT: I feel that just because I invested the - 
money in small sums I’m being penalized. I did 
not like the idea of taking big sums of money to 
be invested and I felt sensitive of the bank 
cashier seeing such a lot of money at once. 

ACCOUNTANT: Of course, we can go before the 
Commissioners if you like, and your case can be 
gone.into by them and their decision with regard 
to the facts of the matter will be final. 

CLIENT: You seem to make things awfully hard 
for me. I sometimes wonder whether you’re on) 
my side or whether you’re EES for the income- 
tax people. 

Accountant: I am doing all I can to advise 
you properly, having regard to the wrong returns 
you have completed, and to get the best possible 
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settlement for you, but if you think you can 
improve on the advice I am giving you, I’m quite 
prepared to retire from the case. 

CLIENT (apologetically): This matter is upset- 
ting my nervous system. I didn’t mean what 
I said. I really do understand that you are trying 
to do your best for me. 

Accountant: Very well then. The Inspector 
has accepted the explanation about the sale of the 
antique grandfather clock, and the £230 which 
you say you won at ~ er.— gambling. Taking into 

„account everything ~ including the credit for the 
items I have mentioned it has been ascertained 
that for the past twelve years you have underpaid 
tax to the amount of £1,412, and in addition 
you're liable to penalties for incorrect returns. 

CLIENT: It seems an awful lot to me. Why, it’s 
impossible! What do you advise? 

Accountant: In practice, the Revenue accept 
a mitigated penalty; and I should say that an offer 
of £2,250 would settle the case. I think that the 

Inspector would recommend this figure to his 
‘head office for acceptance. As a condition of the 
offer, of course, you will have to sign a certificate 
of complete disclosure and you must be extremely 
careful to see that everything is disclosed. If 
anything came out afterwards, the Revenue might 
not accept a financial settlement. Please think 
about the matter very carefully. 

Curent: There is certainly nothing further to 
disclose. 

Accountant: A formal interview will have: to 
be arranged with the Inspector, at which you will 
‘have to be present, and the Inspector will 
“explain to you, on broad lines, his idea of your 
case and he will invite your offer in settlement to 
the Board of Inland Revenue. 

CLIENT: Please arrange the interview. as soon 
as possible, I want to see the end of this matter. 


The Settlement Interview 

The Inspector’s office: 
Inspector: Good afternoon. I have asked your 
accountant, Mr D., to bring you along so. that I 
may explain to you the position you have placed 
yourself in by making false returns. You see, I 
must make a report to my head office. You know 
you have left yourself liable for heavy penalties 
by understating your profits and by the omission 
of building society interest from your returns. 

Curent: Um extremely sorry about the whole 
matter. I have been under a misunderstanding. 
I have never deceived you wilfully, but I realize 
it is impossible to prove what I am saying. 

Inspector: The whole question of the settle- 
ment is in the hands of my head office. I must 
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transmit your offer there. The Board, in-cases of 
this kind, may accept a mitigated penalty, and 
your accountant will advise you what offer to 
make, in the light of the circumstances of this case. 

CLIENT: I follow you. 

Inspector: I have received your certificate of 
disclosure from your accountant; but. one of my 
main reasons for seeing you is to impress upon 
you the most urgent necessity of making a full 
and complete disclosure. If anything should be 
wrong the Board might take a more serious view 
next time. I hope you have paid particular 
attention to such items as jewellery, cash in 
hand, safe deposit -lodgments, etc. 

CLIENT: I have had everything explained to me 
by my accountant and you can be sure that 
everything is there now. My accountant is of the 
opinion that £2,250 will settle the matter, and as 
the affair is- worrying my wife very much and 
I want to spare her the worry, I am prepared, 
subject to the approval of my accountant, to 
write out a cheque for {2,250 here and now, 
for you to send with the offer. 

ACCOUNTANT: I can’t see any objection to that. 

Inspector: I must make it perfectly clear that 
I am not in a position to make a final settlement, 
that is a matter entirely for the Board of Inland 
Revenue to whom, however, I am prepared to 
make a report recommending that they should 
accept the sum offered by you. 

CLIENT: I understand perfectly, and I will give 
you the cheque on those conditions. Here it is. 
` INSPECTOR (looks at the cheque and hesitates): I 
cannot see the banking account in your statement 
of worth, that this cheque is drawn on. 
` CLIENT (nonplussed): Why, of course not. I was 
keeping this money on one side to pay the income- 
tax with. 

Inspector: This puts a much more serious 
complexion on the case. We had better adjourn 
the interview and you must confer with your 
accountant; please take the greatest possible 
notice of what he advises. (To the accountant.) 
Please make an appointment with: me, Mr D., to 
discuss this case after you have probed the matter 
further. 

ACCOUNTANT: Very good, I’ll do that. 

- The client and the accountant leave. 

The Inspector sits in his chair with a look of 
dejection; he picks up the anonymous letter and 
casually compares the address with that on the file, 
and finds he has started an inquiry into the affairs 
of Mr X. at 371 Nigh Street, whilst the letter 
refers to a Mr X. at 713 Nigh Street. The inquiry 
had been started by a pure coincidence! ` 
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WEEKLY NOTES 


The Institute’s Fifth Summer Course 
at Oxford 


The fifth summer course of the Institute of Chartered 
Accountants ‘was held as is now the agreeable 
custom — at Christ Church, Oxford, beginning last 
Sunday and ending yesterday. An occupational 
analysis of the 165 members who attended showed 
that 111 were in practice, 32 were with public account- 
ants, and 22 in other occupations. The Summer 
Course Committee was again under the chairmanship 
of Mr Donald V. House, F.c.a., and to him and his 
colleagues we offer our congratulations on yet another 
success. 

~- The subjects of papers were: ‘Public accountancy 
in Australia’, by Mr H. W. Chancellor, F.c.a.(aust.), 
Vice-President of The Institute of Chartered 
Accountants in Australia; ‘An accountant’s working 
papers’, by Mr S. M. Duncan, F.c.a., a partner in a 
well-known firm of chartered accountants; ‘Some 
reflections on industrial profits’, by Mr H. P. Finn, 
A.C.A., who is financial director of an industrial com- 
pany; and ‘Auditing’, by Mr W. H. Lawson, C.B.E., 
B.A., F.C.A., a member of the Council of the Institute, 
and a partner in another well-known firm of 
chartered accountants. 

Last Thursday, the President of the Institute, Mr 
Charles W. Boyce, c.B.E., F.C.A., presided over the 
guest night dinner in Hall. Among the guests were 
The Very Reverend J. Lowe, M.A. (Vice-Chancellor, 
Oxford University, and Dean of Christ Church); 
Lieut.-Col. D. V. Hill, M.A. (Steward of Christ 
Church); Messrs H. R. Trevor-Roper, M.a. (Senior 
Censor of Christ Church); D. Veale, C.B.E., M.A. 
(Registrar of the University); H. H. Keen, M.A., F.C.A. 
(Secretary to the Curators of the University Chest); 
J. N. L. Myres, M.A. (Bodley’s Librarian); R. W. 
Bankes, C.B.E., B.A. (former Secretary of the Institute). 

With our next issue we hope to present to our 
readers a photograph of some of the personalities 
who attended the course, and in later issues to 
reproduce the papers. 


The Incorporated Accountants’ Course 


The Society’s residential course commenced last 
Thursday and is in progress at Gonville and Caius 
College, Cambridge. It is being presided over by 
Mr C. Percy Barrowcliff, F.s.a.a., President of the 
Society, and will disperse on Tuesday next. 

Although in past years the venue of their courses 
has varied, the Incorporated Accountants are no 
strangers to Caius, for it was there that the first 
of such courses was held in 1934. No doubt the 
present assembly acquires an added interest and 
will derive a touch of inspiration by this historical 
association. 

Last week we announced the names of those who 
have been invited to present papers, and we hope to 
include a survey of these in an early issue. 


More Productivity Team Reports 5 


The production of Productivity Team reports 
proceeds apace. This week brought three new reports 
— those of the teams which represented British farm- 
ing, the hop industry, and hot dip galvanizing.? 

By far the most informative, from a costing view- . 
point, is the 113-page, lavishly produced and illus- 
trated report on hops. The investigation arose from 
the fact that in 1948 and 1949 American hops (grown 
on the Pacific coast) were offered in England and ` 
Europe at prices below the average cost of producing 
English hops, and the report devotes no less than 
sixteen pages to an exhaustive and detailed com- 
parison of production costs in the two countries. This 
is cost reporting at its best, and the team is to be 
congratulated on a fine example of useful figure-work. 

Much depends, of course, on conditions, and these 
are widely different in the two countries. In America, 
climate and soil conditions are much more favour- 
able, pests and diseases are fewer, and the scale of 
manuring is very low by English standards; wire-work. 
is lighter than English weather conditions permit. 
But perhaps the biggest difference is that, mainly 
because wage rates are very high (U.S.A. 6s rd per 
hour; England 2s 14d), nearly all hops are grown for 
machine picking, and as present-day picking machines 
cannot deal efficiently with the bushy, tangled 
growths of heavy crops, relatively light crops are 
produced intentionally, by growing fewer ‘hills’ per 
acre with only two strings per ‘hill’, American 
machine-picking is much cheaper than hand-picking, 
but because of wage-rates, American picking costs 
more than English. 

Whereas hops take 113 pages, farming in general is 
dealt with in forty-three pages, and there is no section 
on costs. The decisive factor is again the labour | 
element, and this takes precedence over land and 
capital, becduse wage rates are high and land is com- 
paratively plentiful. Consequently, American farmers 
have adopted extensive rather than intensive methods, 
varying the area farmed so as to obtain, in the words 
of the report, ‘the best fit of land, men and machines’, 

Although the report on hot dip galvanizing does 
include a section on costing, it is of very limited value. 
The team remarks: 

‘We found the methods employed in the American ` 
galvanizing industry were as varied as ours and that’ 
any attempt to compare actual costs would be 
fruitless. . . . A further difficulty arose from the 
reluctance of some of those whom we visited to 
discuss costing matters, either in detail or at all.’ 

And its only recommendation on this subject is that 
more consideration should be given to the time factor ' 
in costing job galvanizing. J 


1 Productivity and Farming, 2s 6d (post free); The Hop 
Industry, 9s 6d (post free); Hot Dip Galvanizing, 3s 3d (post 
free). Anglo-American Council on Productivity, zx Tothill 
Street, London, SWr. 
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‘Dividend Limitation: Treasury Thinks Again 


Sir Wilfrid Eady’s recent letter from the Treasury 
to the Capital Issues Committee on the need for it 
to scrutinize all applications for new money in the 
case of issues with a bonus element in them has 
raised several important issues of principle. ‘While 
the Capital Issues Committee’, says Sir Wilfrid in 
the second paragraph of the letter, ‘has, of course, 
no responsibilities in the matter of the control of 
dividends, this [gaining advantage from shares with 
a bonus element] is a consequence which we would 
clearly wish to avoid. I would therefore ask that the 
Committee should examine all applications for the 
raising of money so as to ensure that the price 
proposed is fair and reasonable having regard . 
to the current value of existing shares and . 
making the offer sufficiently attractive to investors. . 

This move by the Treasury raises a number of 
queries. It is clear for instance that although the 
Capital Issues Committee has no responsibility for 
enforcing dividend limitation — a point on which the 
Treasury concurs — it is being made an instrument of 
that policy. This is a nice differentiation which will 
„be lost on the practically-minded people in the City. 
“Again, it looks as though the Committee is expected 
to put its instructions into practice right away. 
There is to be no waiting for legislation in the autumn 
either before or after a general election. What the 
Legislature must wait to do the Treasury apparently 
will ~ a pernicious principle. It might also be pointed 
out that this letter is very much a contradiction of 
the Treasury’s interpretation of the meaning of the 
White Paper on dividend limitation given to the 
Issuing Houses Association. 


Belgium and E.P.U. 


_Belgium’s large credit position with the European 
~Payments Union, which was dealt with briefly in a 
note on the European Payments Union some weeks 
ago, is now assuming the proportions of a major 
problem for the Union. It is certainly the biggest 
problem the board of management has had since the 
German debtor crisis earlier this year. The very fact, 
however, that in the case of Belgium it is her creditor 


. for 


position which is the cause of the difficulty makes it. - 


all the more awkward. Under the constitution of the 
European Payments Union a creditor nation is in 
a much more powerful position to go its own way 
than a debtor —a state of affairs not uncommon in 
the course of business in general! 

The underlying problem is the familiar one at the 
European Payments ‘Union. The trend of credit or 
debit balances gives a very valuable indication of the 
external trade position cf member countries with 
each other but there are no sanctions available to 
make any particular country take drastic remedial 
action. Yet on occasion such action may have to be 
taken with all the attendant unpleasant repercussions 
on the internal economy which may follow if a 
flow of gold is to be arrested. It was the automatic 
nature of such drastic adjustments in action that 
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killed off the gold standard in the early thirties. 

Belgium has herself taken certain steps to relieve 
the pressure which she now exerts on the other 
members’ gold resources but these cannot have any 
very immediate effect. 


United Kingdom’s Reserves and Liabilities 


A White Paper issued last week as Cmd. 8354 has 
set out this country’s reserves and liabilities position 
for the years 1931 to 1945. The period covered is 
therefore from the end of the gold standard and the 
introduction of the exchange equalization account 
to the end of the war. It is pointed out that these 
figures are supplementary to those issued for 1946 
onwards and with some adjustments give a picture 
of the history of the fluctuations of this country’s 
reserves over a twenty-year period. 

The broad picture before the war is already well 
known, but table I in the White Paper gives a useful 
summary of the changes in reserves and liabilities 
from 1932 to 1939. The second table covers the war 
years. Between 1932 and 1937 reserves increased by 
£600 million and liabilities by only £350 million. 
Then the trend was reversed. From 1938 to 1941 
reserves fell by over £750 million and total liabilities 
rose by £70 million. ‘The flow of lease-lend supplies 
and dollar expenditure on maintenance of troops in 
this country then brought about a change until the 
end of the war. Reserves recovered to £650 million. 
But over the same period, sterling liabilities were 
being built up at a tremendous pace for settlement 
in the then indefinite future. They stood at £3,688 
million at the end of 1945. 


International Bank Report 


The sixth annual report of the International Bank 
has now been published. It covers the twelve months 
ended June 30th, 1951. Loans made during the year 
come to more than $297 million and were spread over 
eleven countries. This makes the financial year just 
ended the most active in the Bank’s history. 

Advances by the Bank since the first loans were 
made can be divided into two groups. The first, 
amounting to $617 million (nearly half of this was 
loaned last year), comes under the heading of 
economic development. It covers such items as 
$100 million to Australia for new equipment in 
agriculture and industry, and three separate loans 
totalling $100 million to South Africa, much of which 
has been for the Electricity Supply Commission. It 
is clear from the overall figures that advances for the 
development of countries mainly dependent on 
exporting primary products are now a very high 
proportion of the total. 

The second group totalling’ $497 million, covers 
reconstruction loans to Denmark, France, Luxem- 
bourg, and the Netherlands, and were negotiated in 
1947 as a stop-gap measure before Marshall Aid got 
under way. 

The two sections taken together give a total of 
loans outstanding by the Bank of $1,114 million. 
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FINANCE AND COMMERCE 


Stock markets remain governed by political and 
economic uncertainties. A safety valve for speculative 
_activity is provided by the sharp fluctuations in 
foreign government bonds, notably Japanese and 
German issues. Canadian securities are also active 
but outside such special issues, markets remain quiet 
and rather apprehensive. Dividend limitation remains 
the main unsettling factor. 


From Australia 


We present this week the accounts of Jantzen 
(Australia) Ltd for which we are indebted to our 
friends in the Commonwealth. We referred to the 
previous accounts in our issue of August rath last 
year, since when we learn those accounts have been 
adjudged Australia’s best. 

This competition was conducted by the Sydney 
division of the Australian Institute of Management, 
the adjudicating panel consisting of a well-known 
chairman of directors as chairman, the chairman of 
the Sydney Stock Exchange, a nominee of The 
Institute of Chartered Accountants in Australia, a 
nominee of the Finance Panel of the Institute of 
Management, and a nominee from each of the pro- 
duction, personnel, and marketing panels of the 
Institute of Management, each of these three 
nominees being without accountancy training. 

A detailed analysis of the entries was made by the 
panel under the three heads, presentation, financial 
data, and general information, resulting in the 


selection of twenty-one accounts, one as the winning: 


entry and twenty for merit awards. 


Cover Girl 


We see from The Federal Accountant, the oficial 
journal of the Federal Institute of Accountants in 
Australia that, under the heading of presentation, all 
twenty-one companies used a distinctive cover for 
their reports and accounts. On the score of cover 
alone, this year’s report and accounts of the Jantzen 
company should top the list again, although ‘dis- 
tinctive’ is perhaps too sedate an adjective for the 
Janten cover. 

In this context, we are not so sure we like it. Prob- 
ably it is a matter of taste which is a varying factor 
depending very much on the age into which we were 
born. What seems proper in these ‘pin-up’ days, 
however, can look out of place in company accounts 
to the older generation. But, as we have said, it 
depends on one’s personal view. 

The actual accounts will be seen in the reprint. 
These are accompanied in the original br. graphs 
showing the distribution of the year’s income; 
division of available income; number of employees 
and total ‘assets per employee; sales and net profit 
(after taxation), and the increase in the company’s 
funds, how’ provided and. used. The provision of a 
sales total is particularly important. Very few com- 


E d 
panies in this country produce accounts which reach 


that level of informativeness, and it may be added 
that only seven out of the twenty-one Australian 
companies gave a sales figure. 


Speed is Essential 
Good accounting we have always maintained is a 
product of volume of speeds. Pages of figures lose 
their informative value if the facts are stale. Up-to- 


date figures are insufficient if the facts are inadequate. ~ 
Adequate up-to-date facts are — or should be ~ avail- ` 


able to company directors. If they aze not, the 
administration is unsound and it is not without point 
that the main excuse for company disaster since the 
war has been that the administration was unaware 
how serious these situations had become. 

From board-rcom to shareholder is only a short 
step, though in practice it is all too often made far 
longer than it ought to be. 

It was to counter this tendency that we published 
with special approval, the example of prompt account- 
ing in the monthly report to shareholders and Stock 
Exchange, of the Caterpillar Tractor Company of 


7 


America. Our correspondence columns have since ` 


shown that the material is available. Yet we are unable 
to record any instance here of a performance com- 
parable with the American practice. : 


JANTZEN FACTS AT A GLANCE 




















1950 Ken 
£815,975 ‘Sales - £1,342,990 
ees emm 
75,760 Net Profit (before Taxes) 96,412 
29,200 Less Provision for Taxes .. | 55,000 
£46,560 Net Profit (after Taxes) £41,412 
5:70% Percentage to Sales wé 3:97% 
Profit retained for use in the 
£32,710 business oe së £25,190 
401% Percentage to Sales ue 241% 
Summary of Shareholders’ 
Funds: 
Ratio 458,636 Current Assets . 617,808 Ratio 
1 to 1-661 275,541 Less Current Liabilities 411,989 I to 1:50 
{83,095 V/orking Capital a . 205,819 ` 
. 96,668 Fxed Assets (Net) “144,134 
_ 10,000 Patents, Trade Marks, ete. (Net) 10,000 
£289,763 £329,953 
Shareholders: y 
238 Average number during year. 252 
£13,850 Total Dividends £16,222 
Total Dividends — as percentage to 
1-69% Sales .. 156% 
Average Dividend per Share- 
£58 holder. £64 
Employees: 
484 Average number during year . 549 
£205,397 Total Remuneration .. £268,776 
Total Remuneration ~ as percent- 
25:17% age to Sales .. 25:77% 
Average Annual Earnings per S 
£424 Employee £490 
Profit Retained In the Business 
£68 per Employee £46 
Total Assets per Employee < at 
£1,135 end of year .. Ss £1,286 ` 
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(Showing Corresponding Figures at March 3!st, 1950} 
=> 
} 1950 _, 1951 
€ i £ £ £ 
Shareholders’ Funds d 
Capital (in Shares of £l each): Authorized Issued 
35,000 9 per cent Cumulative First 
25,000 Preference .. ee ee .. 35,000 35,000 
100,000 5 per cent Cumulative Sec- 
100,000 ond Preference eg ws .. 100,000 100,000 
73,333 115,000 Ordinary .. hy .. 115,000 73,333 
198,333 £250,000 208,333 
Reserves (used in the business): 
w — Share Premiums is S 5,000 
, 65,000 General bi Ss ad éis +» 85,000 
15,000 Contingencies ’.. ee 20,000 
` 80,000 110,000 
11,430 Profit and Loss ae ne së 11,620 
Total Shareholders’ Funds which represent the : 
£289,763 Investment by 252 Shareholders (238 in1950) £329,953 
These are used In the business as follows: 
Current Assets: 
44! Cash on Hand .. SC Ie ES ve 413 
, Accounts Recelvable .. e £179,408 
L e Less Provision for Doubtful Debts 
a. and Discounts ` Wës 6,033 
5,574 173,375 
Inventories, at lower of Cos: or Market Value 
` and after provision for increased costs to 
312,367 cover forward orders at fixed prices .. 443,704 
254 Deferred Charges .. Se ae ka 316 
458,636 Total Current Assets .. ee ox os : 617,808 
Less Current Liabilities: 
156,065 Bank Overdraft (Secured) .. dé »» 172,254 
— Bills Payable to Bank (Secured) .. .. 43,080 
55,933 Accounts Payable to Suppliers and Others .. 88,915 
7,724 Accrued Expenses .. se DÉI os = 44,243 
47,615 Proviston for Income Tax .. ar s. 86,235 
Provision for Dividends Payable: 
First Preference Shares .. .. £787 
í Second Preference Shares .. a» 1,042 
í Proposed Dividend on Ordinary 
Shares ` . DÉI .. 8,433 
8,204 ` =—— 10,262 
775,541 Total Current Liabilities ss 411,989 
‘183,095 Working’Capitat `, 205,819 
Fixed Assets: 
59,654 Land and Buildings .. ve ae 72,438 
89,164 Machinery and Equipment .. “a .. 100,056 
16,900 Furniture and Fittings gé oh ». 19,060 
6,202 Motor Vehicles DÉI ep D ,, 8915 
171,920 Total Cost .. DÉI DÉI D «1 200,469 
75,252 Less Provision for Depreciation .. 86,335 
96,668 Net Depreclated Cost 00 5. ` 114,134 
Patents, Trade Marks, ete.: 
At Cost an és Di nis +» 15,000 
Less Amount written-off’ .. sé .. 5,000 
10,000 f —— 10,000 
¥089,763 £329,953 


. W. A. FREEMAN, 


` Directors. 
J. N. WALKER S 








230,626 


*184,066 
46,560 








` 8,000 
21,000 


i 


5,000 
6,600 , 
42,850 
3,710 








£11,430 Surplus at March 31st, [951 


Surplus at March 31st, 1950 .. 


Net Profit for the Year.. oe 


STATEMENT OF PROFIT: AND LOSS 
for the Year ended March iist, 1951 
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(Showing Corresponding Figures for the Previous Year) 


Gross Manufacturing Profit for year ended 


March 3ist, 1951 (after provision for in- 
creased costs to cover forward orders at 
fixed prices) .. | .. 


Deduct: 


oe os oe 


Expenses of Operations, Including Provision 


or Income Taxes (£45,000), Excess Profits 
Tax {£10,000}, Directors’ Fees (£550), and 
Contribution to Superannuation Scheme 
(£2,160) DÉI ve 


{951 
£ £ 
11,430 


294,326 


252,914 





Deduct: 


Transfer to Reserve for Contingencles.. £5,000 
Transfer to General Reserve 


Provision for: 


DÉI , 20,000 


9 per cent Dividend on Cumulative 
First Preference Shares (of which 
£2,002 was paid prior to March 
Bist, 1951) .. és z .. 2,789 

5 per cent Dividend on Cumulative 
Second Preference Shares (of which 
£3,958 was paid prior to March 31st, 
1951)... ae acd we +» 5,000 

Proposed 9 per cent Dividend and 2} 
per cent Bonus on Ordinary Shares 


41,412 


“NOTE: Owing to a change in account classifications there has been a com- 


pensating alteration to these figures for 1950 — this does not affect the Net 
Profit for that year. 





EXPLANATORY PROFIT AND LOSS STATEMENT 


For the Year ended March 31st, [951 


(Showing Corresponding Figures for the Previous Year) 
































1950 1951 
£ £ 
Income: i 
` We received Income from the sale of our pro» 
815,975 ducts of .. ku a+ oe EN » «1,042,990 
` We received other income, such as discounts, 
5,848 royalties, etc., of ve oe ee .. 10,047 
821,823 Which gave us a total income of e Ss 1,053,037 
. Outgo: ; g S ` 
For materials and supplies used In our manu- ` 
391,246 facturing.. Së em Ss wé «- 493,179 
For expenses (other than taxes, depreciation 
and wages) including factory, warehouse and 
133,946 shipping, selling and administration expenses 175,709. 
For depreciation, representing an allowance 
which has been laid aside to replace buildings Gë 
10,513, and equipment as those things wear out .. 12,348 
Total materials, manufacturing and distribution e 
§35,705 costs =a SE Eeer Sé «» 681,236 
34,161 For pay roll and Income-taxes ..° en «+ 6163 
569,866 ` 742,849 
This left available for Employees, Share- 
251,957 holders and Future Needs.. | .. iè 310,188 
Which ‘was divided’as follows: ` k 
For wages, salaries, sales commissions and con- 
tribution to staff superannuation scheme, pro- ý 
205,397 vided for 549 employees (484 in 1950} .. 268,776 . 
13,850. For dividends to 252 shareholders (238 in 1950) 16,222 -`` 
` Retained to promote growth and modernization ae S 
32,710 of the business .. Se Sé Sg .. 25,190 
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JANTZEN (AUSTRALIA) LIMITED 
Statement of Financial Position 















































































































At March 31st 1951 1950 1949 1948 1947 1946 
£ £ of £ £ £ 
Shareholders’ 
Funds: 
Paid-up Capital: 
9% Cumulative 
First Prefer- $ 
ence Shares.. | 35,000 | 25,000 | 25,000 | 25,000 | 25,000 |} 25,000 
5% Cumulative 
Second Prefer- 
ence Shares .. | 100,000 | 100,000 | 100,000 | 50,000 | 49,377 — 
Ordinary Shares | 73,333 | 73,333 | 73,333 | 53,333 | 53,333 | 53,333 
Reserves: 
Share Premiums D 
General Sé 65,000 | 44,000 | 39,000 } 31,000 | 28,500 
Contingencies.. 15,000 7,000 — — — 
Profit and Loss 
Surplus 11,430 | 7,720 | 6,547} 5,441 4,644 
£| 329,953 | 289,763 | 257,053 | 173,890 | 164,151 | 111,477 
Used in the Busi- H 
ness as follows: K 
Cash on hand 441 386 288 255 280 
Accounts SCH 
Receivable (Net)| 173,375 | 145,574 | 53,683 | 40,520 | 35,859 | 49,504 
Inventories 443,704 | 312,367 | 270,495 | 224,042 | 104,899 | 78,588 
Deferred 5 
Charges 316 254 78 162 162 364 
Current Assets |617,808 | 458,636 | 324,642 |265,012 |141,175 | 128,736 
Current 
Liabilities | 411,989 [275,541 | 162,912 | 183,929 | 65,815 | 96,946 
Working Capital 161,730 | 81,083 | 75,360 ‘31 796 
Fixed Assets 
(Net) 85,323 | 82,797 | 78,791 | 69,687 
Patents, Trade 
Marks,etc. (Nec) 10,000 | 10,000 | 10,000 


£| 329,953 | 289,763 173,880 | 164,151 | 111,477 





Gray’s Quarterly 


The best so far, is the quarterly statement to share- 
holders of Gray’s Carpets and Textiles Ltd. So far 
as we remember only one other British company 
issues a quarterly statement. The second quarterly 
from Gray’s Carpets has recently been issued. We 
give it in its entirety. 

The statement reads: ‘For the three months to 
June 30th, 1951, the group profits before loan 
interest and taxation were £163,182, after providing 
£156,442 for the depreciation of unsold wool stocks 
to replacement values. This figure compares with 


a profit of £269,968 for the three months to March ` 


31st, 1951, and £1,003,595 for the twelve months 
ended December 31st, 1950. 

‘Since June 3oth the decline in commodity values 
has continued and less favourable trading conditions 
have been accentuated in the carpet division by the 
recent statement regarding carpet prices made in the 
House of Commons by the Parliamentary Secretary 
to the Board of Trade. 

‘This announcement led to cancellation of both 
home and export orders and forced us to adopt a 
policy of reducing. output in our carpet factories, 
which, to the company’s great regret, has prevented 
the maintenance of full employment. In view of the 
later developments in relation to carpet prices, it is 
hoped that these conditions are only temporary, but 
they are bound to affect the profits for the current 
quarter.? 
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JANTZEN (AUSTRALIA) LIMITED 
Statement of Operations 













For Years ended 



































































March 3ist 1951 1950 1949 1948 1947 1946 si 
a £ £ £ £ £ £ 
Sales... = [1,042,990 [815,975 [520,501 | 401,834 | 300,511 | 205,603 
Other Income 

(Discounts, 

Royalties, etc.) 10,047 | 5,848 | 3,420] 2,109 1,653 509 
Gross Income .. |1,053,057 | 821,823 523,921 403,943 | 302,164 | 206,112 
Costs and 

Expenses | 956,625 | 746,063 | 478,803 | 378,787 |275,582 |194,460 
Net Profit 

(before taxes) 96,412 | 75,760 | 45,118 | 25,156 | 26,582 | 11,652 
Income Taxes .. 55,000 | 29,200 | 20,000 | 10,000 | [5,715 „400 
Net Profit 

(after taxes) 41,412 | 46,560 | 25,118 | 15,156 | 10,867 | 7,252 > 
Appropriated 
to Reserves 25,000 | 29,000 | 12,000 4,500 2,500 — 
16,412 | 17,560 | 13,118 | 10,656 | 8,367 | 7,252 
Dividends to 

Shareholders 16,222 | 13,350 | 11,945 9,550 7,576 7,050 
Surplus for Year 190] 3,710] 1,173] 1,106 797 202 
Surplus from 

Previous Year 11,430 | 7,720 | 6,547] 5,441 4,644 | 4,442 
Surplus to 

Next Year | £11,520 | 11.430 7,720 6,547 5,441 4,644 
Percentage of Net 
Profit (after 
taxes) to Sales 570 5:42 $10 3:53 





Plant Register h 


The directors of The Tunnel Portland Cement Co 
Ltd have this year completed the ‘formidable task’ 
of compiling a plant register for the West Thurrock 
works. By so doing, they are able to make a much- 
needed adjustment to the fixed assets figure. 

Additions to fixed assets during the year amounted 
to £739,002. From "he is deducted £178,548 in 
respect of plant scrapped or sold during the year, 
leaving net additions at £540,454. At the same time, 
£159,148 has been eliminated from accumulated 
depreciation so that the net adjustment is only . 
£19,400. After these adjustments have been made, 
the chairman explains, the balance sheet figures 
represent as they should do, the cost of and the depre- 
ciation written off property, plant and equipment 
which were actually in existence at balance sheet date. 

These adjustments were not possible before, he 
explains, because there was no register of the West 
Thurrock plant. When in previous years the company 
disposed of plant, it was only possible to eliminate 
the written-down value from the cost figures, leaving 
depreciation unchanged, which meant that although 
the total written-down figure was correct, both the | 
cost and depreciation amounts contained balances in 
respect of plant no longer in existence. 


Money Market 
Treasury bill applications totalled £346,005,000 on , 


September 7th, and with £260 million of bills on >. 
offer the market cbtained 66 per cent of requirements - 


by maintaining the bid at £99 175 5d. The average 
rate was Ios 2-9sd per cent and this week’s offer of 
bills is £250 million. There-is no call against Treasury 
deposit receipts this week. 
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Finance Act, 1951, Section 21 


IR, — May I suggest that the comments in your 
issue of August 25th on Section 21 of the Finance 
ct, 1951, overlook the very unfair effect on the tax- 
ayer which it may have? 

The case of Goodlass Wall & Lead Industries Lid 
. Atkinson (29 A.T.C. 164) established that where an 
ditional source of Case V income was acquired and 
income first arose from it in a subsequent year, the 
income was assessable for the first time in the follow- 
ing year. You say that the effect of this decision was 
hat in many cases a year’s income might escape 
ssessment altogether. No doubt this result was in 
ertain circumstances possible, but on the other hand 
he effect of the Revenue authorities’ unsuccessful 
contention, which they have now succeeded in 
establishing by Section 21, is that in many cases a 
ar’s income will be taxed twice. 

‘The new enactment provides that in the circum- 

ces indicated above, as, for example, where the 
ourcé of income is acquired in year 1 and held until 
ear 10 and produces income in years 4 to 8, the 
‘commencement’ provisions will apply. Unfortu- 
nately for the taxpayer, however, the ‘cessation’ pro- 
visions do not apply in such a case, Accordingly, in 
the above example, five years’ income will be sub- 
ected to six years’ tax. 

It is surely probable that such a case is likely to 
arise very frequently. It seems, therefore, that if 
serious hardship to the taxpayer is to be avoided the 
law will have to be amended. 

All these difficulties could be overcome if the 
ctual’ basis were uniformly adopted: it is unfortunate 
at the authorities opposed this suggestion so 
strongly before the Millard Tucker committee, 

Yours faithfully, 
London, EC, U. STEWART. 


[We agree that cessation provisions ought to apply 
in such cases. — Editor.] 


Heating and Sanitary Engineers: 
Profit Percentage 


|Sir,-In reply to your correspondent’s query in 
tthe issue dated July 28th, 1951, there is no customary 
rate of profit in this industry, but experience with 
several firms shows that the business employing 
skilled fitters and office staff of three including a 
draughtsman cannot make a satisfactory return 
unless 70-80 per cent is charged upon direct wages 
wid 15-20 per cent on materials. ` 

May I mention that this question is discussed in 
my book Business Methods and Organization for 
Heating and Ventilating Engineers. 

Yours faithfully, 
St Albans, Herts. ARTHUR W. HOPKINS. 


THE ACCOUNTANT 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


251 


Liability for Damage 


SIR, — At a recent meeting between a shipper of goods 
and forwarding agents, during the course of a discus- 
sion on the liability for damage, the following verses 
were handed to the shippers, with the happy result 
that-the whole matter was amicably settled. 
I;thought the verses so clever and amusing that 
your ‘readers might be interested to see them. 
Yours faithfully, 
London, WC2. STANLEY W. SMILES. 
It is much to be regretted 
That your goods are slightly wetted 
But our lack of liability is plain, 
For our latest bill of lading ~ 
Which is proof against evading ~ 
Bears exceptions for sea water, rust and rain; 
Also sweat, contamination, 
Fire and all depreciation 
That we’ve ever seen or heard of on a ship. 
And our due examination, 
Which we have made at destination, 
Shows your cargo much improved by the trip. 
Furthermore, the protest shows 
That the master blew his nose, 
And the hatches were demolished by the gale. 
Oh, well all stick together 
To prove it’s heavy weather, 
For we’ve got the cargo owner by the tail. 
So reserving all defences, 
Alibis and false pretences, 
We suggest that your underwriter man 
Is the guy that’s out of luck. 
(We always pass the buck.) 
Yes — we always duck the issue if we can. 
"Tis a cause of grief sincere 
And we almost weep to hear 
You are claiming for your cargo wet by rain. 
It really is a crime 
That you’re wasting all your time, 
For our bill of lading clauses make it plain 
That from ullage, rust or seepage 
Water, sweat or just plain leakage, 
Act of God, restraint of princes, theft or war, 
Loss, damage or detention, 
Lock-out, strike or circumvention, 
Blockage, interdict or list *twixt ship and shore, 
Quarantine or heavy weather, 
Fog and rain or both together, 
We’re protected fror all these and many more, 
_And it’s plain to see 
That our liability 
As regards your claim is absolutely nil. 
So try your underwriter, 
Heis a friendly sort of blighter, 
And is pretty sure to. grin and foot the bill. 
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Orthodox Profits 


Sır, — In nearly all books, plays and films about 
successful business men, success is achieved by 
following the elementary principle of buying low and 
selling high. In other words, these business men 
succeed in amassing large fortunes because they have 
the foresight enabling them to take advantage of 
recurring periods of inflation to create profits for 
themselves and to sell out at the peak, thus avoiding 
the losses consequent on subsequent deflationary 
periods. 

Is one to understand that the advocates of replace- 
ment value accountancy would not regard these 
business men as having made their fortunes, on the 
grounds that if they had to recommence in business 
after retirement, they would have to spend the greater 
part of their fortunes on the purchase of fresh plant, 
stock, etc? 

It seems to me that business consists of a con- 
tinuous series of ventures -some small, some of 
medium size, and some large, but all undertaken 
with a view to profit. In the process, the plant, fix- 
tures, etc., which were acquired at the commence- 
ment of the series, become worn out or obsolete. If 
the whole cost of this plant etc. is charged (along 
with the other relevant expenses) to the series of 
ventures coincident with the useful life of the plant 
etc., surely any surplus then remaining on that series 
can be regarded as true profit? 

Fresh series of ventures should surely be financed 
out of savings from previous profits; it seems to me, 
therefore, that any provision made out of. current 
ventures for replacement of fixed assets should be 
regarded purely as a reserve put aside out of profits 
and not as an expense chargeable in arriving at such 


profits. Yours faithfully, ` 
Leeds, 7. A. G. KASSELL, A.C.A. 


Valuation of Stock 


Srp, — The importance attached by the Institute to 
the discussions of inventory pricing presented in its 
Recommendation X, and the address of Mr Garfield 
CG Goult, F.c.a.,! prompts me to offer some comments 
onthe theorectical and practical questions involved and 
differences between English and American attitudes. 

On the theoretical side we encounter at the outset 
the semantic difficulty arising from the uses of the 
word ‘valuation’ which plague us at’every turn in 
accounting discussions. Surely it is time for the 
accountants of the world to agree on some term other 
than valuation to describe a monetary ascription that 
is not a measurement of worth. 

What is called ‘valuation’ in the documents 
mentioned is determined by conflicting concepts, by 
consideration of ‘cost’, of ‘value’, of the desirability of 
avoiding distortion, and by the desire to present both 
a fair income determination and a fair balance sheet. 

In the United States the emphasis today is on the 





1 ‘Stock-in-trade . and the auditor’ A reproduced . in The 
Accountant of August: 13th and 2oth, 1949.. 
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income statement, and the balance sheet is regarded 
as a residual of investment, not of value (Accounting 
Research Bulletin, No. 29). But this is not regarded 
satisfactory and ‘the Study Group on Concepts A 
Business Income has in its discussions recognized the 
desirability of securing more significant statements 
of financiai position as well as more significant 
determinations of income. 

In a paper read at the International Congress of 
Accountants in 1929, I expressed the view that: 

‘Corporations have generally forsaken the old 
' debit and credit account form of income statement 
for the narrative form which is more intelligible to 
the layman though less elegant in the eyes of the 
technician. They need to do something of the same 
kind for the balance.sheet which is, even more than 
the old income account, a creation of technique, It 
should be made clearer to the general public that 
only in part is a balance sheet in the nature of an 
instantaneous picture and that in part it is merely 
historical and in part purely conventional. ; | 
‘An annual report which contains a series of 
separate statements including: (1) a well-arranged 
income. and surplus account; (2) a classified state-' 

ment of quick assets and liabilities; (3) summaries d 

capital obligations and capital assets; and (4) a luci 

statement of resources which have become availahi 
during the year, and the disposition thereof, wili not. 
gain greatly by, the addition of a balance sheet in. 
which all assets and liabilities are brought together," 
though custom and a sense of completeness may call | 
for its inclusion.’ 

The subject might well be selected for discussion 
at the Congress tò be held in 1952. 

The reduction of market value is a step in ‘the 
determination of realized profit in America, not as 
in the English view a reservation out of ascertained 
profits to provide for an anticipated loss. 

On the American theory only useful costs may be 
carried forward, and to the extent that the.cost 
inventoriable goods exceeds their value at the da 
of inventory, they are not regarded as ‘useful’. costs. 
This view makes it unnecessary to consider such 
questions as whether the cost per unit of the part of. 
a lot purchased that remains on hand can always De" 
deemed to be the same as the cost per unit of ‘the 
part of a lot that has been sold. The existence’ of 
quantity discounts coupled with the problem of 
slow-moving remainders creates doubts whether the 
question can properly be answered in the affirmative. 

` Like the Institute, arid as is usual in such discus- 
sion, Mr Goult starts out boldly by talking of: 
principles, but by the.time he reaches paragraphs 38 
and 39 he has become concerned rather with such 
problems as ‘distortion’. and the exercise of ‘judgment’ 
and the principles have receded into the background. 

The introduction and gradual elaboration of the 
LIFO method is undoubtedly: the most import 
theoretical development i in. the- history of: Ameri 
inventory accounting. It is- now becoming ‘generally, 
recognized that it rests on abasic principle’ that 
differs from that which underlies the FIFO or average 
methods. The kinship between LIFO and the principle 
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Ze for property exhaustion on the basis of’ need for the assumption by the accountant of a 


rrent price levels is also becoming more and more 


greater degree of responsibility for the way in which 
quantities have been determined. In the United 


The Tucker Report and the action of Tapers States accountants have gone further in this direction 


idely recognized. 
E 


hemical Industries in restating its plant account 


-than English,.practitioners. At times they perhaps 


point out the great social responsibility which: the~“have gone too-far, but the measures which Mr Goult 


accounting profession is assuming by its unwilling--—‘suggests seem to. de well conceived and not open to 


ness to re-examine the theories of accounting” for’ 


inventories and capital assets which were developed. 


m the period when the monetary unit was either 
increasing in value or at least regarded as relatively - 
stable. 

vin SS practical side, Mr Goult emphasizes the 


“the objection that the accountant is asked to go beyond 
he field in which he may reasonably be expected to 


"be competent: The paper well merits the endorse- 


-ment which the President of the Institute has given it. 


Yours sincerely, 


aes York, 5. GEORGE O MAY. 


NOTES AND ‘NOTICES 


‘The Institute of Gliattered Accountants in 
England and Wales 


At a meeting of the Council) held on Wednesday, 
September 5th, 1951, at the Hall of the Institute, 
Moorgate Place, London, EC, there were present: 


Mr C. W. Boyce, c.5.z., President, in the chair; Mr T. B. 

obson, M.B.E., M.A., Vice-President; Sir Harold Barton; 

essrs J* Blakey, W. G. Campbell, B.A., P. F. Carpenter, 

: W. Cornwell, G. R. Freeman, H.°Crewdson Howard, 
W. R. MacGregor, K. A. E. Moore, P. Morgan- -Jones, 
L. W. Robson, G. F. Saunders, Gilbert D. Shepherd, 
M.B.E., C. M. Strachan, ons, E. G. ‘Turner, M.C., and 
the Secretary. 


The following resolutions were ee 

- (x) That certificates of practice be issued to the 
‘following thirteen associates who have commenced to 
practise: 


Barnes, Norman Henry; 1951) A.C.A; 169 The Vale, 
Golders Green, Middlesex. 

Ce Arthur Norman; 1950, A.C.A.; (Barron, Bass & Co), 

2 Clement’s Inn, Strand, London, WC. 

gown, Edmund Stanley; 1949, A.C.A; . 14 The Close, 

irchanger Road, Woodside Green, London, SE25. 

ssell, Donald Arthur, M.B.E.; 1950, A.C. A. (Russell 

Tillett & Co), 18 St Swithin’s Lane, London, "EC4, and 

`t at Bradford and Manchester. 

Filer, Roy Montague; 1950, A.C.A.; 18 Oakleigh Gardens, 
Edgware, Middlesex. 

GN Peter John; 1949, A.C.A.; 4 St James Road, Sutton, 

urre 

Ingham. Hugh Cedric; 1947, A.C.A.; (Langley, Stuttard & 
Co), 31 Carr Road, ‘Nelson, Lancashire, and at Burnley. 

La Costa, Henry Bernard; 1951, A.C.A; ‘Mount Pleasant’, 
Buxton Avenue, Carlton, Notts, 

Midgley, Eric; 1940, A.C AG ; (Russell Tillett & Co), Curzon 
Buildings, 38 King Street West, Manchester, 3, and at 
Bradford and London. 

Princep, Clifford Bert; 1951, A.C.A.; 4 Princess Street, 
Wolverhampton. . 

“Turvey, Leonard Thomas; 1927, A.C.A.; 32 Monksdene 
Gardens, Sutton, Surrey. 

Waldron, Robert Sydney; 1945, A.C.A.; (Greenslade & 
Co), 297-302 Dashwood House, Old Broad Street, 
London, ECa, and at Northampton, 

Watson, Alec; 1941, A.C.A.; (Langley, Stuttard & Co), 12 
“Hargreaves. Street, Burnley, and at Nelson. 


(2) That fifteen associates be elected to fellowship 
ginder clause 6 of the supplemental Charter (bye- 
law 31). 

. Gi That ninety-nine applicants be admitted as 
| associates under clause 5 of the Supplemental Charter 
' (Bye-law 31). . 







(4) That four hundred and fourteen applicants be 
admitted as associates under clause 9 of the Supple- 
mental Charter (Bye-law 36). 

A list of those who complete their fellowship or 
membership before September 18th will appear in 
The @Accountant of September 22nd. 


The Institute of Chartered Accountants in 
Treland 

The quarterly meetings of the Council and Examina- 

tion Committee of The Institute of Chartered 

Accountants in Ireland were held on August 31st, 


SEI? 


Present: Messrs H. E. A. Addy, President, in the 
chair; P. Butler, Vice-President; J. Bailey, W. H. 
Fitzsimons, E. T. McCarron, H. Trevor Montgomery, 
E. P. O’Carroll, P. J. Purtill and G. Hill Tulloch, with 
the secretary-treasurer, Mr Wm. E. Crawford, and 
the joint secretary, Belfast, Mr Hugh Stevenson, in 
attendance. 

Apologies for absence were received from Messrs 
F. Cleland, W. L. H. Rodden, and R. Stanley Stokes. 

The resignation of Mr R. Stanley Stokes, Dublin, 
fromthe Council, after over twenty-two years’ 
service, was accepted with the greatest regret; and on 
the proposal of the President (Mr Addy), seconded 
by the Vice-President (Mr Butler), a unanimous 
resolution of appreciation of Mr Stokes’s many 
services to the Council and the Institute, of which 
he has been a member since Toto, was passed. Mr 
Stokes, who was President of the Institute in 1941-43, 
is the senior partner in the firm of Stokes Bros. & Pim, 
founded by his father, Mr Robert Stokes, one of the 
original signatories to the petition for the Royal 
Charter — who was also a member and President of 
the Institute (from 1900 to 1910)—and by his uncle, 
Mr Sidney Stokes, who was the first secretary- 
treasurer of the Institute on its formation in 1888. . 

. The untimely death, on August 13th, of Mr Hector 
John Kennedy Sinclair, F.c.a., partner in the firm of 
Wilson, Hennessey and Crawford, Belfast, at the 
early age of 45, was reported and noted with the 
deepest regret, and the Secretary was instructed to 
convey the sympathy of the Council to his partners 
in the firm, one of whom is Mr F., Cleland, member 
of the Council. 
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Mr Cornelius Christopher Frederick Smith, 
partner in Briscoe, Smith & Co, Dublin, was admitted 
to Fellowship. 

Mr Charles Hedley Nicholson, a.c.a., partner in 
Messrs Price Waterhouse & Co, London, and Mr 
Kieran Edward O’Grady, a.c.a., Dublin, were 
admitted to Practice. 

The following successful candidates at the Final 
examination in May 1951, were admitted to member- 
ship as: 

Associate in Practice 

Malachy Bernard McGrady (Downpatrick). ` 

Associates not in Practice a 
John Raymond Carroll (Dublin), James Charles Roland 
Daly (Dublin), Donal Michael Duff (Dublin), Victor 
Forbes (Belfast), Robert Cochrane Irons (Ballymena), 
Henry Joseph Kearns (Dublin), Francis McKeown 
(Strangford, Co. Down), William Bernard Mulligan 
(Dublin), Guy Beresford Campbell Neill (Belfast), 
George Claude Revill (Belfast), John Robinson (Bel- 
fast), William Desmond Rutledge (Belfast), and 
William Desmond Sargent (Dublin). A 

Jr was decided to hold the next Preliminary, 
Intermediate, and Final examinations in Belfast and 
Dublin on November zoth to 23rd, 1951. 

The usual grant of £175 was made to the Dublin 
Society of Chartered Accountants for the year 
ending August 31st, 1952; and it was noted that the 
Society had accepted the Council’s offer of three 
rooms on the second floor of the Institute’s premises, 
4 Fitzwilliam Place, Dublin, for its offices, library 
and reading-room in lieu of the present accom- 
modation. 

A sub-committee was appointed to consider the 
possibility of making arrangements for the résump- 
tion this year of annual dinners—in Dublin and 
Belfast alternately - whick were discontinued during 
the war. ; 

The Vice-President, Mr Butler, reported on meet- 
ings of the Council and Committee for the Sixth 
International Congress on Accounting in London in 
June 1952, at which he had recently represented the 
Institute; and arrangements in connexion therewith 
were considered, including the entertainment of 
overseas delegates who may visit Ireland after the 
Congress. 

EXAMINATIONS 
The Council of the Institute announces that the next 
Preliminary, Intermediate and Final examinations 
will be held on November 2oth, 21st, 22nd and 
23rd, rg51, in Dublin and Belfast. 

Intending candidates should send in their applica- 
tions on or before October rst, 1951. Forms of 
application can be obtained from the Secretary, 
7 Fitzwilliam Place, Dublin. 


Professional Note 
Mr Douglas A. Clarke, LL.B., F.C.A„ of Messrs 
Pannell, Crewdson & Hardy, Chartered Accountants, 
has been appointed a General Commissioner of 
Income Tax for the City of London. 
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Personal 

Mr Frank H S. McDavip, C.A., and Mr GEOFFREY 
FINCHETT THORNTON, F.C.A., practising under th 
name of CHARLES HENRY Symons & Co, announc 
that they have transferred their principal office to 
21 Joy Street, Barnstaple, N. Devon; telephone: 
Barnstaple 2282. The practice will be continued] 
under the name of McDavin & THORNTON. 

Messrs Lussock, Fine & Co announce that they 
have now moved to 6 Little Russell Street, Holborn, 
London, WC, Telephone: Chancery 3044 (5 lines.) 

Messrs Jones, RoBATHAN, THOMPSON & Co, 
Chartered Accountants, announce that they have 
opened an office at 29 High Street, Chepstow, Mon. 
Telephone: Chepstow 588. 

The partners of Clark, Batrams & Co, Chartered. 
Accountants, announce the retirement as from 
August 31st, 1951, of their senior partner, Mr 
Harry E. CLARK, F.C.A., who has been a partner in the 
firm since 1903. They also announce the admission 
as a partner as from September rst, 1951, of Mr 
Derrick H. ORTMANS, M.A., A.C.A. 


Obituary a 

HERBERT EDWIN NOWELL, A.C.A., GPA. 
We have learned with regret of the death while on 
holiday at Innsbruck, Austria, of Mr H. Edwin 
Nowell, A.C.A., GPA. Mr Nowell, who was 67, had 
been a partner for thirty-two years in the San 
Francisco firm of Robinson, Nowell & Co, certified 
public accountants, 

Born in Bristol, Mr Nowell was admitted an 
associate of the Institute in 1906; he shortly after- 
wards emigrated to the United States where he held 
several appointments, among which was that of chief 
accountant with The Madera Company, Mexico; 
later he served on the staff of the California Railro 
Commission. After wartime service in Washingto. 
with the War Department he took his California 
certificate as a C.P.A. and joined in the founding of. 
the firm of Robinson, Bours & Nowell in the general | 
practice of public accounting. In 1925, with the with- 
drawal of Mr B. W. Bours, the firm name became 
Robinson, Nowell & Co. 

Mr Nowell was widely recognized on the Pacific 
coast as an authority on lumber accounting, in which 
he specialized. Besides his membership of the 
Institute of Chartered Accountants in England and 










Wales, Mr Nowell was a member of the American 


Institute of Accountants, the California Society of . 
Certified Public Accountants, and other professional 
organizations. 


East Anglian Society of Chartered 
Accountants , 

The seventh residential tuition course for articled 
pupils will be held at the Assembly House, Theatr 
Street, Norwich, from Monday, October ist to 
Saturday, October 6th next. Details can be obtained ` 
from Mr H Robinson, F.c.a., honorary secretary 
of the Society, Bowmaker House, 10 Redwell Street, 
Norwich. 
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New Treasury Statement on Dividends 


A statement was issued by the Treasury last Tuesday 
bass, on its attitude in regard to certain aspects of 
he proposed legislation on the limitation of dividends. 
Announcing that distributions of profits made by 
wholly-owned subsidiaries to a parent company are 

to be excluded from control, the statement reads: 
It is the intention of the Chancellor of the Exchequer to 


provide that the legislation on the control of dividends to 
be introduced into Parliament shall allow for the exclusion 


from control of distributions of profits made by wholly- . 


owned subsidiaries to the parent company. This will cover 
‘companies which were wholly-owned subsidiaries of a 

rent company on July 26th last and continue to be so, 
where all the capital with the rights to participation in 
distributions of dividends (other than fixed-rate dividends) 
is owned by the parent company. 

In view of inquiries which have been made, it should be 
made clear that the Treasury cannot give rulings in indi- 
vidual cases under paragraph (6) of the White Paper on the 
Control of Dividends, in advance of forthcoming legislation. 
It is for the companies concerned to reach their own 
decisions where ‘such decisions are urgently called for, 
having regard on the one band to their own circumstances 
and the announced intentions of the proposed measure, and 
on the other to the possibility that they may be faced with 

educing future dividends in accordance with the pen- 

Uitionate sentence of paragraph (7) of the White Paper. 
Applications urging exceptional circumstances will be 
considered on their merits when the Act is in force in 
accordance with its provisions. 

In this connexion, consideration has been given to certain 
cases of companies carrying on established businesses 
where, in particular instances, dividend standards may be 
inappropriate: for example, where a holding company has 
recently been interposed whose standard is smaller than 
that of the company acquired; or where a successful family 
or similar business where profits had for the most part been 
ploughed back has recently become a public company. 
Bona fide cases of this sort will be considered, but no indi- 
vidual rulings can be given in advance of legislation. 

The Chancellor has taken note of the case of rubber- 
producing companies deriving their income from properties 
in the Far East which have been overrun by the enemy, but 

o decision in accordance with paragraph (6) of the White 
aper can be announced in advance of legislation being 
| introduced into Parliament. 


‘Finance Act, 1951 -IIT’ 
Prorits TAx: DIRECTORS’. REMUNERATION 


A correction should be made in the first column of 
` our article on the Finance Act on page 215 of our 
issue dated September 8th. In considering the maxi- 
mum deduction where there are more than two full- 
time directors (other than whole-time service 
directors), we said that the £3,500 was increased by 
the lesser of Ar, ooo and ‘the remuneration of the 
two lowest paid “‘working directors” added together’. 
This last phrase should have read ‘the remuneration 
of all the “working directors” other than the two 
highest paid’. 
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Manchester Society of Chartered 
Accountants 


The winter programme of meetings of the Man- 
chester Society of Chartered. Accountants commences 
on Monday, October 1st, with an address by Mr 
F. A. Gahan, a Principal Inspector of Taxes, on 
‘Double taxation relief’. -Meetings will be held at 
monthly intervals and other addresses to be given 
include: “The effect of taxation upon industry and the 
individual’, by Mr E. G. Turner, M.C., F.c.a.; “The 
meaning of equity holdings’, by Mr E. H. Davison, 
A.C.A.; ‘Practical advice to clients upon death duties’, 
by Mr J. Linahan, F.s.a.a. (this will be a combined 
meeting with the Incorporated Accountants’ Society 
of Manchester and District in the Incorporated 
Accountants’ Hall, Deansgate, Manchester); and 
‘Where the Companies Act, 1948, fails’, by Mr H. T. 
Nicholson, A.C.A. 

All the meetings, with the one exception mentioned, 
will be held in the Chartered Accountants’ Hall, 
60 Spring Gardens, Manchester, at 6 p.m., preceded 
by tea at 5.30 p.m. i 


Lectures in Leeds for November 
Examination Entrants 


The joint tuition committee of the Leeds, Bradford 
and District Society of Chartered Accountants and 
the Leeds and District Chartered Accountant 
Students? Association, has arranged a Saturday 
morning lecture series to be held at the Church 
Institute, Albion Place, for both Intermediate and 
Final students entering for the Institute’s November 
examinations. 

‘The first lectures are being given today by Mr 
G. Neil Glover, LL.B., solicitor, and Mr E. N. 
Marsham, solicitor, to Intermediate and Final 
students respectively, on ‘Elements óf commercial 
law’, and ‘Contract law’. A lecture will follow by 
Mr Harold Bolton, F.c.a., President of the Leeds, 
Bradford and District Society, who will address both 
groups on the subject of ‘Sur-tax’. 

The series ends on November 17th with an income- 
tax quiz for students’ problems, when Messrs Victor 
Walton, F.c.a., John L. Wilson, F.c.a., and A. D. 
McLaren, M.B.E., A.C.A., will form the answering 
panel. 

Lectures on Taxation 
Accountants wishing to revise their knowledge of 
taxation law and practice, and students preparing for 
the various professional examinations, are reminded 
of the two courses of seven lectures each, mentioned 
in our issue of September 1st, which are to be held 
at Kingsway Hall, Kingsway, London, WCS, 






Telephone: Victoria 2002 (3 lines) 


Etc. 
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The lectures will be given on Wednesdays and 
Thursdays at 6.15 p.m., and will commence on 
September 26th and 27th. The fee for each course is 
£1 1s, admission cards being obtainable from Mr 
Ernest T. Green at Kingsway Hall. 


Annotated Tax Cases 


The second part of Volume XXX of the Annotated 
Tax Cases, edited by Mr Roy Borneman, of Gray's 
Inn, Barrister-at-Law, which is published today, 
contains reports and notes on the judgments of the 
following ten cases: Crole v. Lloyd (Ch.D.); Albion 
Rovers Football Club Ltd v. CIR (C.S.); MacMahon 
and MacMahon v. CIR (C.S.); In re A. & D. Fraser 
Lid (C.S.); Sharp’s Trustees v. Lord Advocate (C.S.); 
In re Lander (Ch.D.); Drummond v. CJR (C.8.); 
Rellim Ltd v. Vise (Ch.D.); Asia Mill Lid v. Ryan 
(H.L.); Davies v. Shell Company of China Ltd (C.A.). 
The annual subscription to the Annotated Ta: 
Cases is 30s post free, the publishers being Gee & Co 
tebe) Ltd, 27-28 Basinghall Street, London, 
2. 


Recent Publications 


Tax CONVENTIONS BETWEEN THE Swiss CONFEDERATION 
AND THE Unitep States, by Dr Mitchell B. Carroll and 
Dr Kurt Locher. 53 pp. 94 64. Swiss frs. 7-20; $165. 
ee Bureau of Fiscal Documentation, Amster- 

ami S 

Tue Profits Tax Simru, Third edition, by Arthur 

- Rez, B.COM.(LOND.), F.R.ECON.S., F.A.C.C.A. 34 pp. 8} 54: 

. 4s net, 4s 4d post free, Barkeley Book Co Ltd, Stanmore, 
Middlesex. oe We 

INTERNATIONAL COMBINES IN Mopern Inpustry, third 
edition, by Alfred Plummer, B.LITT., M.SC.(ECON.), LL.D. 
ix+309 pp. 9X54. 25s net. Sir Isaac Pitman & Sons 
Ltd, London, s - ; 

ACCOUNTANCY Questions AND Key, by William Pickles, 
B.COM.(VICT.), “F.C.A., A.S.A.A.(HONS.), ` F.R.S.A.; second 
edition in conjunction with G. W. Dunkerley, m.c., 

ACA, vili-+-664 pp. 9X54. 35s net. Sir Isaac Pitman & 
Sons Ltd, London. i 

STUDIES IN PRACTICAL BANKING, third edition, by R. W. 
Jones, prp xvii+323 pp. 9X54. 15s net. Sir Isaac 

. Pitman & Sons Ltd, London. : . d 

HANDBOOK ON ACCOUNTING, STATISTICS AND BUSINESS 
Orricz Procepures ror Hospiras; Section I, Uniform 
Hospital Statistics and Classification of Accounts, 

x+ 155 pp. 9 X 6. American Hospital Association, 
Chicago. . - : 
Our Contemporaries 


‘THe SECRETARY. (September. i 

District Bank REVIEW. - (September.) ‘Accounting as 
Metaphysics’, by Dr Colin A. Cooke, Fellow and Bursar 
of Magdalen College, Oxford. ; 

THe CONTROLLER. (New York.) (August.) ` ` 

THE New York CERTIFIED PUBLIC ACCOUNTANT. (New 
York.) (August.) ‘Non-Profit Institutions Accounting.’ 
` JOURNAL OF THE SAVINGS BANKS InstiTuTE. (September.) 
‘Report of the Annual General Meeting of the Savings 
Banks Institute, Edinburgh, ro5r.’ - S 


THE ACCOUNTANT 


- September 15th, 1951 


~ 


e Other Publications Received 
Avorro. (Buenos Aires.) (April.) ` g 
ENGINEERING INDUSTRIES BULLETIN. (August-September. 
Revera yr Ciencias Economicas. (Buenos Aires.) (March 
pril. : 
La ‘GAZETTE FISCALE ` COMMERCIALE ET INDUSTRIELLE. 
(Alexandria.) (May-June) r 
MonTtHLY Review oF THE Bank OF Nova Scotia. (Toronto.), 
July-August.) 
Tue CERTIFICATED ACCOUNTANT. (August.) 
JOURNAL OF THE ROYAL SOCIETY op Arts. (September.) 
‘Tue COMMERCIAL Accountant. (July.). $ 
‘THE INDIAN CHARTERED ACCOUNTANT. (New Delhi.) (July.) 
‘THe BUILDING SOCIETIES’ GAZETTE. (September.) ` 
Tue Secrerary, (Sydney.) (July.) A 
JOURNAL OF THE INDIAN INSTITUTE OF ACCOUNTANCY AND 
_ Taxation. (New Delhi.) (August.) 


SEVENTY-FIVE YEARS AGO ` 
From Ühe Accountant OF SEPTEMBER 16th, 187 
To the Editor of ‘The Accountant’ 
Public Accountant 


Sır, — Your article in last Saturday’s issue upon the 
above title has no doubt been written more with the 
intention of obtaining the opinions of the members. 
of the profession, than with the view of arbitrari 
deciding the question at issue. Ji 
I submit, sir, that the term ‘public accountant’ is 
still a necessity, to distinguish between the,accountant 
‘employed by a private firm of traders or a public 
company, and one who is employed by the public 
generally’; and that it is a convenient and compre- 
hensive designation, being understood by the public 
as meaning that such an accountant seeks its patron- 
age, and is prepared to serve it in the capacity of 
financial adviser, auditor, trustee, etc. ` SG 
It seems to me a pity to alter a familiar designation, 
unless some real good can be effected by the change: 
Yours etc, - | 


PA" 
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‘CONTROL OF DIVIDENDS 


HE difficulties and doubts surrounding the dividend 

limitation position have been lessened a little, but only a 

little, by the Treasury announcement of September 12th. 
This covered three main points. In the first place, it stated that 
wholly-owned subsidiaries to a parent company will be excluded 
from the dividend control legislation it is proposed to pass in the 
autumn. No logical case for the inclusion of such companies could 
have been made and their exclusion is therefore a concession to 
common sense. But many will ask why the logic has stopped at 
that point. Some companies have allowed small minority interests 
to remain in their subsidiaries. On the face of it, it seems that if 
minority interests exist at all, no matter how insignificant they are, 
dividend limitations will apply. 

The other two points covered by the announcement are more 
negative in character. They amount to a public washing of hands 
by the Treasury, pending the passing of the relevant Act, in the 
matter of permitted exceptions. To quote from the statement: 

‘In view of inquiries which have been made, it should be made 
clear that the Treasury cannot give rulings in individual cases in 
advance of forthcoming legislation.’ 

The onus of the decision to pay more than the maximum laid 
down in the White Paper when exceptional circumstances exist 
is left with the firm. Yet a hint is given that the Act (if it ever is 
passed) will make some provision for the cases where, for example, 
a holding company has recently been interposed whose standard 
is smaller than that of the company acquired; or where a successful 
family business, whose profits had for the most part been ploughed 
back, has recently become a public company. But these must wait 
until the measure has become law. 

The announcement refers specifically to the case of rubber- 
producing companies deriving their income from properties in 
the Far East which have been overrun by the enemy. It will be re- 
called that the special position of these companies was the subject of 
a recent representation to the CHANCELLOR by the Rubber Growers’ 
Association. The announcement says that the CHANCELLOR has 
taken note of this case, but again reiterates that no decision 
can be given in advance of legislation. No reference is made to 
Malayan tin and other overseas operations which may be equally 
deserving of consideration. 

It is of interest, in this respect, to note that three Rhodesian 
copper producers have recently declared dividends in excess of 
the proposed minimum. The whole situation is an example 
of the confusion which arises when regulation in advance of 
legislation is attempted. 

t Reproduced in -The Accountant, September 15th, 1951, at page 255. 
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“COSTING FOR INFLATION - 


A wider interpretation of integrated cost and financial accounts ` 1 
by A. H. TAYLOR, M.G., "A.A.G.C:A. l 


N { Y justification for adding to the wealth 
of words which have been uttered on 
— the subject of inflation accounting is to 
_ point out what appears to be a simple but import- 
ant omission from the debate. Recent discussion 
has centred on the correct basis for the deprecia- 
tion charge. Whilst no generally accepted practice 
has yet resulted, the trend of opinion seems to 
be directed towards continuing.to charge depre- 
ciation on original cost, and to make a separate 
entry in the profit and loss account to cover 
replacement costs which are likely to be in excess 
of the depreciation’ charged in the accounts, 
whether or not assets are revalued. 8 
Such a method has received fairly widespread 


approval amongst accountants perhaps because . 
_it is neat and tidy in execution, and involves no. 
radical departure from established conventions — 


the excess replacement costs representing an 


appropriation made after the trading profit has 
been computed. But this procedure affects only ` 


the financial accounts; and apparently the more 
domestic statistics of industry, such as job and 
departmental cost figures, will continue to show 
no reflection of rising prices so far as the depre- 
ciation element in those figures is concerned. 

vs False Pictures 2 

As. an overhead charge, and a ‘fixed overhead’, 

depreciation is often included in factory cost, 
and in some form or another it finds its way into 
the total cost of each job as presented to manage- 
ment and the sales department. If job costs 
include depreciation calculated on original cost 
alone, anomalous and false pictures of efficiency 
and profitability will be presented to management 
in the guise of truth. Such false pictures are 
undoubtedly being prepared at the present time. 
A factory which acquired its plant many years 
ago may well show job costs indicating greater 
profitability on sales than those drawn up in 
another factory whose plant was purchased at 
recent high prices, but which produces the same 
article with greater economy of time, labour and 
material, and sells at the same price. In any one 
factory a comparison of the profitability on indi- 
vidual products is quite misleading where the 
various items of plant were purchased at different 
price levels, and the use of the plant varies as 


_turnover, and requires definite figures to work 


-cepartment will be impressed if. they are told 


inclusion of reserves for the replacement of 


between one job and another. This, of Course, 
is the situation in the vast majority of companies. 
Ii it is objected that overall job costs, i.e: 


those which include depreciation amongst other 
_overheads, should not "be used for measuring 
: efficiency, then a re-education in the use of costs 


is zequired, for, in the minds of most business 
men, efficiency is, with some justification, closely 
allied ‘to Profitability. Sales departments gener- 
ally require dn ‘overall cost’ as a basis for price 
fixing, and one vital question which the account- 
ani is expected to answer is: how much money 
are we making on this job? 

It is little help to reply that the ‘sales of that 
jo> had made a contribution of {x to paying ford 
the overheads of the business. Management is’ 
usually fully aware that the accuracy of the over- 
head element applied to prime cost depends on 


| 
! 


oi — got dissertations on the theory’ of cost. 


A Major Function of Costing 


D. on the other hand, overheads are allocated 
to the job, neither management nor- the sales 


that the resulting profit has made no allowance 
for thè replacement of worn out machinery; w 
without which manufacture cannot continue. 

. The financial accounts may show quite clearly 
zhe cost of running the business as a whole, ` 
including the cost of keeping it running, by the | 








assets, and, incidentally, the payment of tax, 
interest on capital, appropriations for develop- 
ment, etc. But a major function of costing is to 
show how the expenses set. out in the financial 
accounts are allocated to products and depart- 
ments, to the work or divisions which made 
those expenses necessary. T'he expression ‘costing’ 


‘surely implies the cost of keeping the capital 


intact. A loss is, in effect, a loss of capital — the 
capital with which the business started the period 
in question. It is therefore submitted that costing’ 
should represent a complete analysis of the 
financial accounts, including provisions and 
appropriations for maintaining the capital. The 
necessity for such a complete integration of cost 
and financial accounts has become of i increasing 
importance in ‘recent years, when the cost ‘of 


j 
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“merely protecting the capital has risen by leaps 
and bounds. 


Seo 


A Suggested Job Cost Statement 

It is suggested that provisions and appropria- 
tions of the nature referred to above should not 
be ‘lost’ in one composite figure of cost, but that 
a job cost statement might well be drawn up in 
. something like the following form: ae: 
1. Total variable cost ` 
2. Semi-variables 

3. Fixed cost a 


Total historical cost 
4. Maintenance of capital e 


di 


` Current cost .. Se 








_ Whilst the foregoing has been concerned with 
the necessity for allocating to costs'a depreciation 
charge based on current replacement values, the 
argument inevitably leads to the costing of other 
charges necessary for the purpose of preserving 
the capital, such as appropriations for research, 
interest on capital at an equitable rate for the 
énterprise, anid possibly- tax. With such items 
included, the excess of sales receipts over ‘current 
cost’ will represent true profit, i.e. the additional 
amount which can either be put to general 
resérve as a genuine accretion to capital, or (if 
and when allowed by the Legislature) added to 
the dividend’ over and above the return the 
proprietors could expect if they had merely lent 
money to the concern. A fully developed system 
(of budgetary control should embrace an estima- 
tion of the sum required for the maintenance of 
‘capital, in much the same way as the more con- 
ventional overheads are estimated. The cost 
returns will then show: 
- (a)a true comparison of cost and hence 
profitability between jobs for sale; 
(Ia true comparison of efficiency between 
departments in the same factory; 
(c) a true comparison of efficiency between 
factories producing the same product; and 
. (d) an. accurate basis for price fixing. 


Past Deficiencies 

Clearly this wider interpretation of the meaning 
of integrated cost and financial accounts would 
GE some difficult decisions as to what is 

“current cost’ compared with provision for the 
future or allowance for past deficiencies. So far 
‘as the replacement costing of assets is concerned, 
it is perhaps necessary to point out that the 
following figures will appear in the accounts of 
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a company when it first adopts the principle of 
replacement costing: - 

(1) The normal depreciation for the year based 
on the original cost of the assets; 

(2) An amount to cover the current year’s 
deficiency in this depreciation charge, 
representing the difference between the 
depreciation on historical cost and that 
based on present-day values; 

(3) An amount: to cover “the accumulated 
deficiencies of past years. 

How are these sums to be shown in job and 
departmental costs? The. normal depreciation on 
original cost will be included as a matter of course 
and will appear under the third heading, ‘Fixed 
costs’, of the suggested form of cost statement. 
shown above. The deficiency for the current year 
would be included under the fourth heading of 
the cost statement, ‘Maintenance of capital’. The 
amount which refers to deficiencies of past years 
should not appear in statements of the current 
year’s cost at all, for it represents an ‘error’ of the 
past which cannot now be rectified without great 
practical difficulties. In special cases, and: for 
special purposes, it might be advantageous to 
recalculate past years’ costs, such as in ship- 
building or heavy engineering work which. 
extends over several years. But, in any case, a 
revision of the past will. be of little assistance to 
management in maintaining present-day effici- 
ency, for the assistance that accountancy. offers 
depends to a large extent on comparisons. of. 
current costs and statistics. Similarly. any allow- 
ance made in the financial accounts for a reserve 
or provision for future rises in prices should. 
be omitted from integration with current costs. ` 


‘Replacement’ Costing System Required 
If accountancy is to fulfil its function as a really 
effective tool of management, and not merely a 
system of recording debit and credit, a realistic. 
and generally acceptable method of costing for. 
replacement values must be adopted; for there are 
indications that business leaders are beginning to, 
regard conventional accountancy with suspicion. 

A solution to the.problem of accounting for 


inflation is on its way so far as the profit and loss 


account is concerned. I have endeavoured to 
draw attention to what I regard as an equally 
vital aspect of the general problem — whether 
costing is to reflect the inflated cost of replacing 
assets, and perhaps of other charges affecting 
capital. As it is of little help merely to state the 
problem, I have suggested a solution on broad 
lines, not dogmatically, but Gen to promote 
debate. . . 
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_ NORTH AMERICAN COMMENTARY—XXVII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A(S.A.), 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, 
New York, June and Fuly, 


Retirement Income for Professional Men 


HE American Bar Association is said to” 
Jl favour legislation to allow self-employed 


professional men a tax credit or deduction 
for amounts put towards a retirement fund, since 
the Social Security Law now excludes them from 
old-age benefits. A bill has been introduced in 
Congress to permit the exclusion from gross 
income, in such cases, of either 15 per cent of 
earned income or $10,000, whichever is the less, 
if paid within the taxation year to a restricted 
retirement fund. Amounts distributed after re- 
tirement age would be taxable. 


Relieving the Year-end Peak for Auditors 
Pending more general adoption of the natural 
business year, Mr Leonard F. Beckers, c.p.a., 
outlines an interim method for dealing with the 
situation. Since most sizable companies in the 
United States have satisfactory quarterly, if not 
monthly statements, he advocates the selection 
of a date during the last quarter of the calendar 
year as an interim examination date for the 
auditor. It would be chosen with an eye to leaving 
normally a definite pattern of transactions 
between then and the year-end. Study of the 
final quarter’s transactions for several years 
should establish reliability of the pattern. This 
procedure, says Mr Beckers, would merely go one 
step further than the present practice of sub- 
stantiating book debts and inventories, when 
under proper control, as at dates other than the 
year-end. The requirements for this substantia- 
tion, be it noted, are much more exacting and 
definite in the United States than in Britain. 


Retirement Reserve Accounting for 
Fixed Assets 
Under ‘Current accounting and auditing prob- 
lems’ the question of whether the retirement 
reserve method still finds general acceptance is 
fully discussed. This method is the American 
equivalent of accounting for fixed assets under 
the strict theory of the double-account system. 
Among commercial and industrial companies it 
ceased to be a generally accepted principle in 
America many years ago, and in the public 


utility field, after its hey-day in the ‘twenties 
and early thirties, it is now found only ona 
greetly diminished scale. The National Associa- 
tion of Railroad and Utilities Commissioners, 


although chiefly responsible for its widespread. 


adoption, abandoned it in favour of normal 
depreciation accounting in 1936. With reference 
to the British Transport Commission’s rejection 
of the double account system, the fact is wel- 
comed that the leading accountancy bodies in 
Britain and the United States have had their 
influence in the same direction. It seems neces- 
sary to comment, however, that in Britain the 
double account form has long been used together 
with normal depreciation accounting. 


Accelerated Amortisation 
Denouncing ‘fuzzy thinking’ on the subject, the 
July editorial speaks of the utter absurdity of 
saying that accelerated amortisation should be 
‘allowed’ for tax purposes but not recognized as 
a cost in pricing products, on the grounds that 
the business man ‘gets it twice’. Whereas in 
Werld War II 100 per cent could be written off 
during the emergency period, today only that 
portion applicable to a five-year emergency period 
may be amortised over five years, the rest being‘ 
excluded. Hence it is emphasized that the 
amount of costs certified for accelerated amortisa- 
tion is the most authoritative possible determin- 
ation of cost. 


Auditing Defence Contracts 
Mr J. Harold Stewart, immediate past president 
of the American Institute, is reported to have 
urged the minimization of auditing of defence 
contracts by basing them as far as possible on 
competitive prices. Re-negotiation and income 
and excess profits taxes should ensure that no 
one profits unduly from defence business. 
Hundreds of thousands of man-hours spent- on 
auditing without useful result might therefore 


be saved, with great relief to the accounting, 


profession. 


Law and Accountancy Inter-related 


~ad 


) 


pene a 


A lengthy symposium is given from the Towa ` 


Law Review, which devotes its whole Winter, 
1950, issue to the relationship between the two 
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professions. All the evidence suggests a trend 
towards co-operation and a growing recognition 
by lawyers that they need a sound knowledge of 
accounting principles. The editorial points out 
the real danger that, if lawyers and the Courts 
are unfamiliar with accounting principles and 
conventions, the gap may widen. between actual 
business income and income for tax purposes, 
rate regulation, etc. Writing on this subject in 
the July Accounting Review, Professor James O. 
Eaton, of Michigan State College, rightly warns 
‘of the necessity for training lawyers in ‘accounting’ 
and not mere ‘book-keeping’, for the latter would 
‘convince the law student only that we are not a 
profession but rather skilled clerks’. 


The Accounting Review, 
Menasha, Wisconsin, July 


Visual Aids in Teaching Auditing 


An America which uses projectors with film 
Strips for instruction in accounting is certain to 
‘seek in this direction some help in coping with 
the special difficulties of teaching auditing. 
Professor Robert Dinman of the University of 
Southern California, tells of the opaque projector 
which enables pages of books, actual working 
papers, etc., to be projected on to a screen, with 
the disadvantage, however, that the room has to 
be darkened. The machine which he considers 
most suitable has many features which help 
those who have the task of teaching auditing. It 
projects transparent materials on to a screen 
jbehind the operating instructor as he faces his 
,class. He simply lays the material on a glass in 
front of him and if he points details with a pencil 
this is reflected on the screen. This new develop- 
ment undoubtedly has real possibilities. The one 
danger to be avoided, it might be remarked, will 
be that of treating auditing as a purely practical 
subject, with omission of much-needed theory 
and case law. 


Allocation of Factory Costs 


Professor John A. Beckett, of Massachusetts 
Institute of Technology, challenges the over- 
emphasis on profit measurement which assumes 
that all overheads must be allocated but overlooks 
the fact that costs so allocated cannot properly be 
used for cost’ control. They are useless, for 
‘example, as a basis for discussion with the 
department foreman, if he has no control of 
overheads. Different costs serve different pur- 
poses and, while in the short run costs can be 
controlled only at their source, cost allocation 
is necessary for long-run pricing purposes. 
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Statistical Analysis for Accountants 
Mr Philip Warriner, of General Motors Corpora- 
tion, develops in some detail the advantages to 
accountants of the analytical techniques of 
statistics in the field of aid to management. He 
tells how economists, expecting to find a more 
complicated relationship, have proved by severe 
statistical tests that costs and expenses show a 
straight-line relationship to volume. Account- 
ants are therefore justified in viewing a tendency 


‘to curve,.as showing a lack of cost and expense 


control. Also, if such control is effective, differ- 
ential costs tend to be constant between extremely 
low and extremely high volumes, which makes 
their calculation much easier. Mr Warriner urges 
that statistical measures are exact calculations 
which can be audited and so used by accountants 
in their reports without any loss of accuracy and 
consistency. He considers that a large firm should 
find it worth while to have at least one staff 
accountant with thorough training in technical 
analysis. What is needed, he says, is a manual 
on the subject prepared specifically for account- 
ants, to illustrate the kinship between statistical 
measures and the averages and ratios familiar 
to the accountant. 


The Canadian Chartered Accountant, 
Toronto, Fune 

The Profession in Canada 
The editorial reviews the great changes in the 
accounting profession in Canada since pre-war 
days. The number of Canadian chartered ac- 
countants is now 4,445 as compared with only 
1,998 in the last pre-war year. Also before the 
war none of the nine provincial institutes had 
any special right in the practice of the profession 
within the bounds of the respective Provinces. 
Today practice in Prince Edward Island and 
Quebec Province is, with limited exceptions, 
restricted to members of the two Institutes 
of Chartered Accountants. In Ontario other 
accounting societies are recognized, but required 
standards have to be met and practice in public 
accounting has been made subject to the jurisdic- 
tion of a public board on which all recognized 
societies are represented. In ‘other Provinces 
similar developments are under discussion. 


The Tucker Report: Stock-in-trade 
Commenting on the Tucker Committee’s refusal 
to recommend specific provisions for the valua- 
tion of stock-in-trade, the editorial regrets the 
rigid rules for valuation laid down by Canada. 
The Dominion Institute has repeatedly SC 
their deletion. 

C 
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; Professional Status 
In a brilliant analysis of the criteria for profes- 
sional status, Professor J. E. Smyth, M.COM., 
GA, of Queen’s University, comments that 
Canadian accountants seem more willing to 
adapt themselves to changes in income-tax law 
than to oppose them on grounds of accounting 
theory. There does indeed seem to be a tendency 
to accept provisions which cannot be regarded 
as sound accounting, though it is true, firm action 
by the profession has brought some change. 
Nevertheless, we are saddled with diminishing 
balance depreciation of an extraordinary kind 
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. and the recent budget is quite original in deferring 


for four years any provision for depreciation for. 

income-tax purposes, in the case of new capital 

assets not connected with defence. Writing of 

fears of a trend in the professions generally , 
towards extreme specialization, Professor Smyth 

says that government regulation of industry and ` 
commerce has contributed substantially to the 

private practice of many professional men, 

especially lawyers and accountants. He. observes 

that accountancy seems to be the one profession 

most disposed to reach a modus vivendi with" 
the State. 


WEEKLY NOTES 


The Institute’s Summer Course 


Details of the Institute’s fifth summer course have 
been published in previous issues, and we now have 
pleasure in presenting our readers with a photograph 
of certain personalities specially ‘taken on the second 
day at Christ Church, Oxford. 

The Very Rev J. Lowe, M.A., Vice-Chancellor of 
Oxford University and Dean of Christ Church, and 
Lieut.-Colonel D. V. Hill, M.A., Steward of Christ 
Church, are included in the group, with the Institute 
representatives, group leaders, speakers, and certain 
members of the Summer Course Committee. 

As we have already stated, we hope to reproduce 
the papers read during the course in later issues. 


- Has a Price Decline Begun? 


Piquancy has been added to the tug-of-war between 
the shopping public and the retail trade (and behind 
the latter the wholesalers and manufacturers) by the 
advice tendered by a Minister of the Crown to hold 
off purchasing until further price falls occur. The 
political and economic implications of this move by 
a Cabinet Minister need not be discussed here. 
Apart from the controversy which this has aroused, 
there are signs that the public’s reluctance to buy 
because it expects further price reductions is already 
having an effect. 

The decision to reduce the price of carpets has 
quickly brought a mark-down in carpet prices in the 
West End of London, for instance. The question 
now arises whether carpets are going to be an isolated 
example, governed by special factors, or whether 
price reductions in household fabrics and furniture 
are going to follow. Normally the price trends of these 
groups are closely related. Carpets are not the only 
goods to come under the axe, however. Price reduc- 
tions are beginning to appear in certain lines of 
‘women’s wear in London. 

These adjustments are not merely panicky 
manoeuvres by a few retailers. The recent downward 
movement. of knitting wool prices was passed off 
rather casually by the wholesale and retail trades. 


d 


The feeling behind it all is, however, very far from 
casual. In the knitwear and hosiery industry, for 
example, there is a very real apprehension of the 
effect of continued consumer resistance on produc- 
tion and employment. If there were to be a general 
fall in prices — if only for a short period ~ there might 
be quite a stress to be borne by business at the whole- 
sale and the retail level. A shake-out, without chronic 
distress, would, of course, have its salutary aspects. 


Britain’s Continued EPO, Deficit 


Ever since last April this country’s balance with the 
European Payments Union has been receding. In 
that month its credit position reached a maximum ~ 
so far as current experience is concerned — and an ebb 
tide has gradually set in. The monthly settlement for 
August has left Britain with £67-3 million of a deficit 
to clear up. This is equivalent to about 188 million, 
units of account which are rated at one unit perf! 
United States dollar. In settling this balance this 
country will have to transfer back the gold which it 
had accumulated’ from E.P.U. in the months up to 
March and the rest will be settled by drawing on this 
country’s credit surplus with the Union. 

Part of this deficit for August has been caused by 
the seasonal inflow’ of fruit and vegetables from ine 
Continent and by the outlay of British tourists 
abroad. But this is not sufficient to account for the 
whole of the decline. Some of it must be caused either 
by a drop in Western Europe’s purchases from the 
sterling area or by heavier imports by the sterling 
area from Western Europe ~ or both. It will be 


recalled that this country’s account with E.P.U. is 


for the whole of the sterling area and not for this 
country alone. 

This country’s weak external trade position is thus 
becoming reflected in its dealing with the Union. If! 
the present trend of a series of deficits went on it 
could become critical. It could mean among other 
things that this country’s weaker external position, 
which is reflected in no small degree in the accumu- 
lation of funds by the rest of the sterling area‘in 
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London, was working itself out on the sterling area’s 
trade position with Western Europe. It could mean 
-that the sterling area was getting rid of its sterling by 
increasing its trade with the members of E.P.U. At 
the moment the rigours which could attend the 
worsening of this country’s visible trade balance are 
being avoided just because the rest of the sterling 
area has not hastened to change all its mounting 
sterling assets into imports from places other than 
this country. 


Bank Advances Rise Further 
Over the quarter ended with August, bank advances 
“forged further ahead. According to the quarterly 
returns of the British Bankers’ Association, total 
advances reached {£1,964 million last month com- 
pared with £1,895 million in May. The instruction 
issued by the Governnient in July on the restriction 
of bank accommodation to only essential uses did not 
come into operation until late in the period under 
review so it is impossible to tell if it has had any 
great effect on the supply of credit. 

Whatever administrative injunctions may come out 
of Whitehall there is little doubt that inflationary 

| pressure is building up over a wide range of industries 
for one reason and another and that this pressure is 
having an effect on the amount of credit which firms 
need to finance their current operations. 

This fact seems to be coming out in the figures. 
Prominent among the industrial categories receiving 
higher advances in the quarter under consideration 
were cotton and other textiles excluding wool. The 
largest increases were recorded, however, by engineer- 
ing (higher output and higher prices in the defence 
industries?), agriculture (a seasonal one before the 
harvest), and unclassified industries (suggesting 
general upward pressure). 


Problems for G.A. T.T. 

"The sixth session of the members of the General 
Agreement on Tariffs and Trade meets this week at 
Geneva. There are on the agenda such items as the 
establishment of a permanent secretariat and a good 
many arbitrational matters arising out of the inter- 
pretation of the detailed tariff agreements which have 
been negotiated at previous meetings. 

There are, however, some more bitter winds for 
this shorn lamb of good international relations to 
withstand. There are three items in this category: 
import restriction, which comes up for review auto- 
matically at each meeting and can be the occasion for 
some - disconcerting ‘manoeuvring; the disparity 
between European tariffs, which was dealt with at 
the last meeting by the time-honoured delaying 
tactic of setting up a committee — 9 device which 

„might be used this time; third, the dispute between 

‘the United States and Czechoslovakia in which the 
United States threatens to withdraw all concessions 
to the Czechs as a Communist nation. Behind this 
last dispute lies a tangle of political questions on 
relations between the East and the West in which the 
United States Congress is greatly interested. G.A. T.T. 
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is hardly mature enough to deal with issues of this 
kind which could rock a much more high-powered 
international conference than one dedicated to the 
reduction of the undergrowth in the world’s tariff 
jungle. 
End to Airline Losses ? 

Results of the two state-owned airline corporations 
for the year ended March 31st, 1951, were rather ` 
below expectations but they were encouraging never- 
theless. B.O.A.C. cut its deficit on the year from 
£73 million to £46 million, and B.E.A. reduced 
its losses from £1-4 million to must under £1 million. 
Both corporations increased their revenue and their 
break-even load factor- that is the percentage of 
carrying capacity which they needed to fill in order 
to cover operating costs. 

Most of the loss of B.O.A.C. was incurred on the 
South American route, that of B.E.A. by rising costs. 
and less fortunate traffic results over the four winter 
months of the financial year. 

The promise of even better things to come which 
the results for the corporations’ trading year indicated’ 
is already showing signs of fulfilment. Only recently 
Sir Miles Thomas, the chairman of B.O.A.C., 
announced ‘that the results for the first four months 
of the new financial year were ‘the best and the most 
encouraging that the corporation has ever produced’. 
For the four months taken together the deficit 


„was reduced to £65,000 compared with a loss of 


£1,748,000 for the same period last year. For the, 
last month of the four, July, an actual overall surplus 
was recorded. In ordinary commercial parlance this 
means that the corporation has made a net profit 
for that month. 


Lay-up Levy for Deep-sea Tramps 


Following years of discussion that go back to before 
the war, a scheme has been inaugurated to compen- 
sate owners for loss of income on laid-up cargo ton- 
nage. The plan is not an innovation for there has been 
for some time a similar scheme in operation for 
tankers, 

The arrangement has not as yet received the formal 
official sponsorship of the Chamber of Shipping or 
the industry which that body represents but the 
sponsorship is of the highest quality. A company 
called Tonnage Stabilization Association Ltd has 
been registered with offices at the Chamber of Ship- 
ping. Membership is open to any shipowner whose 
fleet is of the kind to be affected by the scheme, 
irrespective of nationality. 

The objects of the Association will be to compen- 
sate members upon the mutual principle against. 
losses incurred in the business of ship-owning or in 
connexion with the operation of merchant ships; and 
the carrying into effect of a tonnage stabilization ` 
sckeme on the mutuality principle. The necessary 
furids will be raised by a levy on the gross earnings of 
ie in employment and it is proposed that compen- 
sation shall be paid on tonnage which has been laid, 
i for a minimum period of twenty days. 
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FINANCE AND COMMERCE 


Worsening of the balance of payments position which 
has brought weakness to British Government stocks 
has also reinforced the trend towards foreign govern- 
ment bonds and overseas securities generally. The 
volume of business in home stocks remains small with 
the market uncertain. 


Under Control 


The directors of Phoenix Telephone and Electric 
Holdings Ltd, whose first accounts we reprint this 
week, provide an obvious case for exceptional treat- 
ment under the proposed dividend control. The 
company came before the public in December 1950, 
when a quotation was obtained for its ordinary shares. 
First operating profits reported have exceeded the 
average then given and the prospective 10 per cent 
dividend is recommended. 

Mr G. F. Shipman, the chairman, in his statement 
points out that the effect of the White Paper on 
Control of Dividends as regards a new company — 
one which has not completed two accounting periods 
by July 26th, 1951 -is that ordinary dividends may 
not exceed 7 per cent annually, with a corresponding 
lower rate for a financial period less than a year. 
Dividends in excess of the permitted rate declared 
after July 26th must be set off against permissible 
distributions for future accounting periods. 

The position of the company on a strict interpre- 
tation of the White Paper is a permissible distribution 
of 7 per cent for a full year and only 1} per cent for 
its first accounting: period, so that if 10 per cent is 
paid for the first financial period there could be no 
dividend at all for the year to February 29th, 1952, 
and only 5} per cent for the following year, namely 
7 per cent less 1$ per cent: 


Shareholders to Decide 


The directors, believing that the company has a good 
case for exceptional treatment, recommend the 10 
‘per cent payment for the first financial period. They 
point out that it was the basis on which a quotation 
on the London Stock Exchange was obtained for the 
shares and that since the period was slightly less than 
three months, the permissible dividend would only 
be 1? per cent although the dividend will relate for 
a full year’s operations. 

It has not been practicable, they add, to seek a 
ruling because they understand the Treasury is not 
prepared to give such rulings. They therefore recom- 
mend the ro per cent and leave the final decision to 
the shareholders. 

If the ordinary shareholders ‘should consider that 
it would be more in their interests for a lower rate ‘of 
dividend than 10 per cent to be declared, they could 
at the annual general meeting adopt a resolution 
providing for a lower rate of dividend accordingly”. 


A 
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Beecham Accounts 


The annual publication by Beecham Group Ltd ranks 
very high in company accounting. From illustrated 
cover~d print of the company’s London head- 
quarters — to the erd page, it is full of facts, Pictures 
are mainly of the Group’s products, for which purpose 
the report is divided into the groups within the 
company, Maclean, Eno, Food Products, etc. 

One important thing that puts these accounts into 
the top flight is the fact that the report on trading 
begins with the sales figure. We take the following 
from the first page of the review of the year’s activities 
by Sir J. Stanley Holmes, the chairman: 


TRADING RESULTS 


The total trading profits of the Beecham Group for the year ended March 
3ist, 1951, amounted to £2,735,077 compared with £2,427,430 for the 
previous year. 


The Group's income from sales of Its products amounted to 
Of this income, the following amounts were required fort 


23,066,769 


` Raw materials, supplies and services . 14,513,771 

Salaries, fees, wages, pensions and pension ‘scheme costs, 

paid to or on behalf of directors and d employees, including 4 

staff participation in profits., š 2,605,907 
Advertising A 2,941,582 
Depreciation of plant znd cther fi xed assets Š Se 270,432! 
British income-tax and pro‘“its tax and overseas taxation Ge 1,602,166 
Redemption payments and fixed dividends to preference 

shareholders and dividends to other outside shareholders 

in subsidiaries. . 7 361,668 
Dividends on the deferred shares of the company - i 331,237 
Leaying, for ratention In the Suing as: additional work! i 

cdoital, d: sum of es i 440,006 


The view of the als Soston is taken further as 
the review progresses. A five-year table shows home 
szles split into food products, manufacturing ‘com- 
panies and wholesale companies; toilets and cosmetics; 
pharmaceuticals; and veterinary, sundries, etc. A 
two-year table gives export and overseas sales under 
four headings and the proportion which each head» 
tears to the total. The total is then analysed into the | 


_ Several world markets with a five-year comparison ' 


and the profits derived from abroad are similarly set 


` out. Beechams brought in £1} million of profit from 


abroad in the year to March 31st, 1951, of which 
£286,000 came from the U.S.A. and Latin America, 
and £186,000 from Canada. 


Insured Value 


Fixed assets are given in the consolidated balance 
sheet of Murex Ltd at £2,894,246 gross and 
£1,512,933 net after aggregate depreciation. The 
chairman, Mr George P. Joseph, draws attention to 
the fact that the current replacement cost of these 
assets is greatly in excess of their original cost. As an 
indication of the board’s assessment of their present 
worth, he points out that the insured value of these, 
assets is £5} million. ` 

In the absence of an up- -to-date valuation, the 
value for insurance purposes is probably the nearest 
shareholders can get to real as compared with book 
figures. Moreover, it is information so much in the 
balance sheet context that we favour its insertion as 
a note to the fixed assets total. 
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PHOENIX TELEPHONE AND ELECTRIC HOLDINGS LIMITED 
Profit and Loss Account, Period December 4th, 1950, to February 28th, 1951 
tr £ : £ D 
To Secretarial Services et E SS Gë 300 By Interest (gross) e KS an 3,840 
» Directors’ Emoluments: 1 Dividends Receivable (gross): 
Fees SS Y Gi Ss oe ge 128 The Phoenix Telephone & Electric Works Ltd: 
Salaries i Sa d e we 1,750 Preference Shares 3 months to February 28th, 
Commission oe Se SS os a 735 IST si 161 
— 2,613 Ordinary Shares 12 months to February 28th, 
» Audit Fee .. E A oid 105 1951 .. Se Se Sa wee 18,569 
s» Taxation on Profits for the perlod: 18,730 
Income Tax 4 ag ee z% ‘os 9,268 
+» Proposed Allocations: 
Provision for Dividend 3 months to February 
28th, 1951 (less Income Tax): 
5} per cent Cumulative First Preference A 
Shares d 1,528 
6 per cent Cumulative Redeemable Second : be 
Preference Shares Dé Sg Sie 394 ` 
e — 1,922 
Dividend on Ordinary Shares: 10 EES Cent (less 
i Income Tax) .. S ei 7,875 
„ Balance to Balance Sheet .. oie ae Sek 487 
£22,570 £22,570 
Balance Sheet, February 28th, 1951 
Share Capital £ £ Investment at cost £ £ 
Authorized and Issued and fully paid: The Phoenix Telephone & Electric Works Ltd: 
211,695 5$ per cent Cumulative First Preference Whole of the issued Share Capital 211,695 
Shares of £1 each i 211,695 Current Account including Dividend recelvable 201,927 
50,000 6 per cent Cumulative Redeemable 413,622 
Second Preference Shares cf £1 each 50,000 Preliminary Expenses Sé Se Ee 12,546 
600,000 Ordinary Shares of 5s each Si gh 150,000 Less Share Premlum .. Së Ge ai 5,000 
, 411,695 — 7,546 
Revenue Reserve Current Assets 
Profit and Loss Account x og 487 Sundry Debtors and Debit Balances: ae d 750 
Current Liabilities and Provisions Income Tax Recoverable oy, ; 1,357 
j Sundry Creditors and Credit Balances .. a 2,423 Balance at Bankers .. are Se a 1,127 
Proposed Ordinary Dividend (net) 7,875 — 3,234 
Provision for Preference Dividends three months 
to February 28th, 1951 (net)... An DÉI 1,922 
date G. E SHIPMAN 
£424,402 E. N. EPSTEIN } direciors £424,402 
PHOENIX TELEPHONE AND ELECTRIC HOLDINGS LIMITED AND SUBSIDIARIES 
Consolidated Balance Sheet, February 28th, 1951 
Share Capital £ £ Fixed Assets £ £ 
Authorized and Issued and fully pald: Freehold Land and Buildings at Gost 308,382 
211,695 52 per cent Cumulative First Preference Less Depreciation .. ae 15,202 
Shares of £1 each Se 211,695 ——- 293,180 
50,000 6 per cent Cumulative Redeemable Plant and Machinery, Furniture, Fixtures, etc.: 
K Second Preference Shares of £1 each 50,000 At Book Value, July ted 1948 .. SN D 18 
f£ . 600,000 Ordinary Shares of 5s each SN ae 150,000 S Ac Cost ve E £465,461 
i 411,695 Less Depreciation eg SS 245,548 
$ Capital Reserve oe 261,353 219,913 
Do. Excess Profits Tax Post-war Refund.. déi 17,598 219,933 
278,95! 
Revenue Reserves 513,118 
' Depreciation Reserve da Së ae ie 43,565 Investments at Cost .. 738 
Taxation Contingencies os DÉI ER ee 8,500 (Market Value at February Zo, 1981, £966) 
* Profit and Loss Account ae SC Se 19,151 Investments at Cost, Trade. ate ae 500 
R for 1 Tax 1951-52 A Current Assets GR 
eet fob neome: ax $ WW s Stock-in-trade, certified by the Companies’ Officlals 547,961 
Overdraft at Bankers (secured by a Debenture) ` 158,152 Sundry Deb: d Debit Bal less provision 
Provision for Deferred Repairs .. Me T 15,268 Kl eg eech SOE aan cess ES 
; for Bad Debts D oe 169,733 
Current Liabilities and Provisions Balance at Bank id Cash in hand 4173 
Sundry Creditors and Credit Balances se ee 200,723 SES an en nee ge : 721,867 
Taxation ‘sie oe 44,297 Notes. KR 
Employees’ Profit-sharing Scheme. ds SN 15,861 1. The Excess Profits Tax Post-war Refund may R 
Proposed Ordinary Dividend (net) 7,875 be subject to alteration upon the final settiement 
Provision for Preference Dividend three months of the claim in respect of Deferred Repairs. 
to February 28th, 1951 (net) .. .. oe 1,922 2. There are Capital Commitments estimated 
—— 270,678 at £16,000. 
Minority Interest in a Subsidiary es .. 106 e 3. The Capital Reserve has been arrived at as - 
follows: 
General Reserve and Unallocated Profits In The 
Phoenix Telephone & Electric Works Ltd and 
Its Subsidiaries at February 28th, 1950 419,301 
S Less Difference between nominal value of 
: shares issued as consideration for the 
acquisition of the issued share capital of 
The Phoenix Telephone & Electric Works 
- Ltd and nominal value of that share capital 150,402 
d 4 268,899 
Less Preliminary Expenses of the Holding 
Company .. ia oe Ss se 7,546 
£261,353 
— G. F. SHIPMAN Se 
£1,236,216 E. N. EPSTEIN H ectorss £1,236,216 
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THE PHOENIX TELEPHONE AND ELECTRIC WORKS LIMITED AND SUBSIDIARIES 
Consolidated Account, Year ended February 28th, 1951 
Profit and Loss.Account 
1950 ` 1950 
£ $ £ £: D ` £ 
53,780 To Depreciation of Fixed Assets .. ‘ea 62,576 186,477 By Profit from Trading and Rents Receivables, “e. 200,592 
2,427 ww Interest on Overdraft and Loan.. 12,508 5. » Income from Investments Se 3 e 6) 
vw Interest on Loan, Phoenix Telephone & Déi o Profit on Realization of Property SES DÉI Kg 
oe ` Electric Holdings Ltd .. i 3,840 377 vw Interest on War Damage Cialm m. 
s» Directors’ Emoluments: R Note. For the period from December 4th, 1950, S 
Ion Fees .. we se 192 to February 28th, 1951, the emoluments of such 
7,500 Management Salaries ` 5,750 of the Directors as are also Directors of Phoenix 
6,495 Commission ., 4,379 Telephone: and Electric Holdings Ltd are charged 
10,321 In the accounts of that company i and amount to 
vw Employees’ Pension Fund (including £2,613 
K £1,065 8s 4d In respect of E 8,114 
15,877 n Employees’ Profit Sharing Ss 5,940 P 
24,054 
857 „ Audit Fee .. 935 
» Taxation on Profits for the year: 
11,055 Profits Tax S 13,250 
29,430 Income Tax .. oo SE 34,43! 
47,681 
>>. 814  „ Expenses of Increasing Capital .. Se — 
vw Net Profit for year: 
Ea Minority Interest In a Subsidiary .. 60 
44,038 Appropriation Account... «- 38,678 
"38,738 
£187,768 £200,653 £187,768 £200,653 
. Appropriation Account 
s £ 
To Goodwiti and Preliminary Expenses si Subsidiaries 8 By Profit and Loss Account: ` 
z, written off .. e Sg 10,004 ‘Net Profit for ver ` oe Ve Se sie a 38,678 
» Proposed Allocations: | 
6 per cent Cumulative Preference Shares: ` ` 
Dividend paid 6 months to.November 30th, ` 
1950 (Jess income Tax)... 177 j 
Dividend 3 months to February 28th, 1951 
(less Income Tax) 84 
Ordinary Shares Dividends Year to February 28th, ` 
1951 (less Income Tax): 
Class A at 7s Id per share wa w «=: 608 
Class Bat 2s 10d per share — |. ve 610 
Class C at 6s 6d per share .. DÉI .. 68,531 
10,010 
vw Balance carried to Balance Sheet: A 
The Phoentx Telephone & Electric Works Ltd .. 18,217 
Subsidiary Companies se D .. oe 447 : 
R 18,664 
£38,678 £38,678 
| een maana 


Consolidated Church Accounts. 


‘In our opinion the above statement has been properly 
prepared so as to give for such year under simple 
headings a fair view of the annual income and out- 
goings of the Church of England according to the 
accounts consolidated.’ This certificate, over the 
sigriature of Messrs Pannell, -Crewdson and Hardy, 
Chartered Accountants, is the finishing touch to 
what has been a monumental work of consolidation. 

A description of the work involved is given in The 
Work and Revenues of the Church of England, a book- 
let already reviewed in The Accountant of August 18th. 
To obtain the figures, it was necessary to bring 
together the accounts of over 12,000 parishes, 43 
dioceses, and 34 church societies and weave the totals 
into a table with the accounts of the Church Com- 
missioners, the Central Board of Finance, and the 
Pensions Board. 

The result is a summary of church annual receipts 
and payments in which the figures read horizontally 
under vertical headings on the income side of 
‘Endowments (interests, dividends, rents, etc.), 
subscriptions, donations, collections, other sources, 


including legacies treated as income’; and on the 


payments side under ‘Clergy, including lay workers, 


maintenance of buildings, including church services, 
religious education, training for ministry and lay work, 
missions, administration, miscellaneous, and additions 
to endowments and provision for superannuation’, . 

In grappling with this task- of compilation and 
simplification, the investigators often faced problems 
‘where even a trained accountant would not be sure: 
which of two alternative answers, both financially, 
correct, would give the reader the best picture of the 
whole’. Was “a final payment relating to interest on 
war damage claims, for example, to be regarded as 
relating to previous years and excluded from the in- 
comeand expenditure:account for the year in question? 

It is emphasized therefore that the final statement’ 
must be read in conjunction with the explanatory 
notes and comments because, isolated from their 
context, the figures alone might be misunderstood 
and misused. 

Money Market 


Applications for Treasury bills totalled £332,140,000 
on September 14th and the market obtained 67 per 
cent of requirements. The average rate was 10s 3:07d 
per cent and this week’s offer is reduced to £240 
million, There is a call of £25 million against Treasury, 
deposit receipts. 
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Contract: Warranty 


In Shanklin Pier Ltd v. Detel Products Ltd (Law 

Times, July 27th, 1951) the defendants represented 

to the pier owners that a certain paint of their manu- 

facture was suitable for repainting the pier and, in 

reliance on this representation, the pier owners 

directed the contractors to use this paint. They did 
_80, but the paint proved defective. The pier owners 
“sued for damages for loss as the result. 

McNair, J., held that the representation was a 
warranty, for which the consideration was that the 
owners should cause the contractors to contract with 
the manufacturers for the supply of the paint. The 
warranty was thus enforceable and the plaintiffs 
accordingly succeeded. 


Contract for Underlease 


In Hollington Brothers Lid v. Rhodes and Another 
pclae Times, August roth, 1951) the plaintiffs sued 


the defendants for a declaration that they were: 
entitled to an underlease for seven years of certain ` 


premises occupied by the plaintiffs. An underlease 
for seven years and counterpart were signed by the 
respective parties but not exchanged. Nevertheless the 
plaintiffs entered into possession. The defendants 
assigned to a purchaser who gave the plaintiffs notice 
to quit, and an agreement was entered into whereby 
the plaintiffs were granted a lease of four years at a 
higher rent and a premium. The defendants argued 
that there was no contract between them and the 
plaintiffs and that, if there were, it could have been 
‘enforced against the purchaser. The plaintiffs had, 
therefore, suffered no damage for which the defend- 
` ants had any responsibility. | 
Harman, J., held that there was no contract. He 
said, however, that if there had been, it could have 
been registered as a Class C (iv) charge. As it was not, 
it would thus have been void against a purchaser. On 
the other hand, if there had been a contract, the 
defendants would have committed a breach by putting 
it out of their power to grant the underlease and the 
plaintiffs would have been entitled’to damagés. 


Trading with the Enemy 


The Privy Council was recently called upon to 
decide between the rival claims of two citizens of 
Hong Kong, in Hangkam Kwingtong Woo v. Liu Lan 
Fong, alias Liu Ah Lan (Law Times, August ioth, 
1951). The appellant had a house in Hong Kong 
d subject to heavy mortgages. During the Japanese 
- occupation he decided to leave Hong Kong and gave 
his power of attorney to C., authorizing him to sell 
his house if he should think fit. The Japanese made 
military yen the only permissible currency in the 
Colony. Later C. sold the house, which he had 
represented to be free of encumbrances, but the sale 
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was not completed by registration at the Hong Kong 
Land Office and later again the mortgages were paid 
off in military yen. When the appellant returned to 
the Colony he found himself liable to pay the 
mortgagees a sum in Hong Kong dollars over and 
above the military yen already paid. The purchaser 
sued for specific performance of the agreement for 
sale of the house. 

It was held that, the Colony being in enemy 
occupation, the courts of the occupied territory could 
not regard either as enemies of the King or of each 
other those who had left the Colony or those who had 
stayed behind; therefore, the power of attorney was 
not: abrogated and the appellant was bound by the ` 
documents executed under it. The change of fortune 
resulting in the additional burden to the appellant 
was not so fundamental as to strike at the root of the 
agreement and there was thus no frustration. 


Contract: Altered Circumstances 


The Accountant for October 14th, 1950, gave the 
decision of the Court of Appeal in British Movietonews 
Ltd v. London and District Cinemas Ltd, in which the 


-defendants tried to terminate an arrangement for 


the exhibition of films supplied by the plaintiffs, on the 
ground that the circumstances in which the contract 
was entered into had entirely altered. The agreement 
provided that it should remain in force so long as the 
Cinematograph Film (Control) Order, 1943, was in 
force. Slade, J., construed the contract in favour of 
the plaintiffs but the Court of Appeal reversed his 
decision. ‘The House of Lords restored.the judgment 
of Slade, J. ([1951] 2 All E.R. 617). 


Dividend Free of Tax up to 6s in the £ 


The House of Lords in July last construed the 
articles of a company in relation to its dividend. The 
articles provided that certain shares were entitled to 
a dividend at such rate that 


‘after deduction of income-tax thereon at the 
current rate for the time being . . . the amount 
remaining shall be the clear sum of 6 per cent per 
annum on the capital paid up thereon less the 
amount of any income-tax for the time being payable 
in excess of 6s in the pound computed on the gross 
sum of 6 per cent per annum on such capital... .’ 


The Court held that for any year in which income- 
tax exceeded 6s in the £, the deduction in respect of 
the excess should be calculated on the amount of 
£6 per cent on the paid-up capital and not on that 
amount grossed up at 6s in the £. The result would 
be that for a year in which tax was gs in the £ the 
net amount of dividend on {100 capital would be 
£6 less 18s (Friends’ Provident and Century Life 
Office and another v. Investments Trust Corporation 
Lid and Others (Law Times, August 17th, 1951)). 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. ] 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Orthodox Profits 


Sm, -I should like, if I may, to congratulate Mr 
Jeffery English on his article, ‘Another view on 
orthodox profits’, published in your issue of August 
4th last. A 

I agree that the profit and loss account items should 
be converted at the average rate for the ‘year, but I 
would suggest that the balance sheet items in the trial 
balance should be converted to the currency of the 
date of the balance sheet. 

If this were done, the trial balance (Schedule No. 4 
in Mr English’s article) would be: 


Fickles 
Capital D D Sie? 82,800 
Fixed Assets 72,000 
Opening Stock 9,000 
Purchases 75,000 
Sales 103,500 
Expenses site 12,150 
Closing Stock .. 18,000 15,000 
Depreciation as d 12,000 14,400 
Cash .. ds Sch de 16,350 
Loss on Exchange ve 1,200 


£215,700 £215,700 


The balance sheet will then show cash at its face 
value and would, if there were debtors and creditors, 
reflect the amounts receivable or payable. 

The accounts would show that, while a capital 
profit of 27,600 Fickles might have been expected as 
a result of inflation during the year, only 26,400 
Fickles were realized, leaving 1,200 Fickles to be 
provided out of the profit on trading. 

Yours faithfully, 
JOHN WIMBLE, F.s.a.a., C.A.(S.A.) 

Johannesburg. 


‘Education: Progress and Regress’ 


SIR, — I question whether the availability of secondary 
education to all aged 11 and over is such a ‘signal 
advance’ as appears to be accepted by the writer of 
the leading article in your issue of September rst. 

The only difference, using the empirical yard-stick, 
seems to lie in the change of label. That is to say, the 
old elementary school is now called ‘secondary’ and 
what was formerly secondary has graduated to a 
higher status in name only. 

It is still possible that real progress will be made 
when the lack of school buildings and shortage of 
teachers has been overtaken, but it is a long way off 
on present indications, My own observations show 
that the attainments of the average secondary school 
leaver at 15 years of age are little higher than the 
14-year-olds of 25 years ago who had received no 
more than an elementary education. 

Yours faithfully, 


Prittlewell, Essex. L. G. COVELL. 


Sir, — In your leading article on education (September 
Ist) you state that 


‘Such a decision bears hardly in areas where the 
proportion of grammar school places is small, and 
where pupils really suited for a grammar school edu- 
cation are forced to attend secondary modern schools.’ 


I have been concerned with this problem for a 
long time, but my local education authority and the 
Ministry of Education deny that any child is refused- 
admission to a grammar school solely on the ground . 
of lack of accommodation. 

The relative merits of the different types of 
secondary schools are not involved in stating that 
children who, at the age of eleven, might be assumed 
will enter the proféssion of their parents in due course, 
should take the type of education most suited for 
that eventuality. l j 

As other readers may be faced with the sane 
problem, it would be helpful if you could state the/ 
source of your evidence or authority for this statement. 
Yours faithfully, ' 

T. A. WHITFIELD. 


[Section 76 of the 1944 Act makes it clear that the 
wishes of the parent should be paramount in deciding 
upon the type of education which a child should have, 
while the relationship between the number of grammar 
school places and the number of children deemed 
suitable to occupy them must be, to a certain extent, 
fortuitous. It is illogical to think that they can be 
equal every year in every place. — Editor.] ` 


m 


a 


Totteridge, N20. 


Dividend Control 


Sir, ~ After studying the White Paper and the recent 
Treasury statement on ‘Control of dividends’, I am 
still uncertain on one point with which I am faced. 

On September rst, 1950, company A. — without 
increasing its issued capital — purchased the whole of. ` 
the share capital of company B. The financial year of ` 
company A. ends on August 31st and that of company 
B. has been altered to correspond. 

The Treasury statement of September 11th shows 
that there is to be no limitation of the dividend which 
the subsidiary company B. may pay to the parent 
company A., but neither this statement nor the White 
Paper gives any indication of the dividend which the 
parent company may pay in these circumstances. 

Since the legislation is designed to limit the divi- 
dends declared by industry as a whole, would it not’ 
be within the spirit of the proposed law for company. 
A. to declare a dividend being its own ‘average’ 
standard plus the statutory amount in respect of 
company B.? 

Yours faithfully, 
JAGO. 


September 22nd, 1951 \ 
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The papers which were read at the Incorporated 
Accountants’ course at Gonville and Caius College, 
Cambridge, which lasted from Thursday, September 
13th, until last Monday, balanced nicely the essentials 
of such a function. On this occasion the emphasis 
was on professional practice. 


„~~ “Taxation and Company Practice 


On practical matters, Mr C. V. Best, F.S.a.A., and 

Mr J. A. Jackson, F.C.A., F.S.A.A., shared the responsi- 

bility for taxation. Mr Best dealt with basis periods 

under Cases I and II of Schedule D in a variety of 
circumstances, which made us wish again that the 

Millard Tucker Committee’s ‘predilection for some 

kind of change’ had been translated into practicable 

proposals for amendment of the law. Mr Jackson 
traced a path through the labyrinthine provisions 
relating to settlements, from whose welter of negatives 
it is so difficult to extract a positive. The latest profits 
-tax complications were also reviewed. 
Mr Philip Randall’s paper on “Practical aspects of 
t company law affecting the prectising accountant’ 
contained much clear advice on matters which are 
not only topical but difficult, such as bonus issues in 
relation to writing up fixed asset values, and the 
position of redeemable preference shares. On voting 
rights in relation to matters in which directors are 
personally interested, there can be few who do not 
have some unquiet moments of reflection — a jerk to 
complacency in practice is something such a course 
would surely administer. It is possible only to note 
very briefly some of Mr Randall’s points, namely: 
(1) Although there is no positive authority from 
~the Courts, it appears to be accepted that a bonus 
issue may be made from a credit balance created by 
, writing up fixed asset values (but not from introducing 
anew goodwill item). Some danger that, in liquidation, 
the shares might be claimed not to be fully paid, as 
issued without full consideration, should be countered 
in advance by using this expedient only after advice 
of counsel and an independent valuation of the fixed 
assets. 

(2) If an undertaking is being acquired as from a 
prior date, the income character of profits accruing 
from that date until completion of the contract may 
be preserved by authority in the purchasing company’s 
articles and suitable wording in the vending agree- 





ment. This cannot, of course, apply to acquisition ` 


* of shares, so as to constitute relationship of holding 
and subsidiary. 

(3) The necessity for warranties in vending agree- 
ments for shares was sharply contrasted with their 
comparative rarity in practice. Suitable subjects are 

_ regularity of tax affairs, absence of undisclosed 

y liabilities, estate duty liability under Section 46, 

I Finance Act, 1940, and for sur-tax under Section 21 
of the 1922 Act. 

(4) Redeemed preference shares remain part of the 
authorized capital and in the absence of provisions in 
the memorandum as to their subsequent status, should 
be shown as part of that total, but unclassified. 

(5) A requirement in articles that a director may 


THE ACCOUNTANT 


269 


THE SOCIETY’S SUMMER COURSE 
INCORPORATED ACCOUNTANTS AT CAMBRIDGE 


retain personal interest in contracts of the company, 
provided that he abstains from voting on any relevant 
resolution, may be largely nullified in practice unless 
they also provide that he should be omitted from the 
quorum at the same time. In the absence of an inde- 
pendent quorum, there is no alternative to approval 
of members in annual meeting, when the director may 
vote by virtue of his holding, so long as there is no 


fraud or oppression of the minority. 


Accounting Principles 


One cannot help thinking that Mr F. Sewell Bray, 
F.C.A., F.S.A.A., a member of the Council of the Society 
and Nuffield Senior Research Fellow, Department of 
Applied Economics in the University of Cambridge, 
aS accountant-economist-philosopher, would have 
gladdened the heart of the late Lord Stamp. Whether 
he has time or not, Mr Bray is apt to ‘stand and stare’, 
to question doctrines and practices most of us too 
glibly accept, and to work towards securing for 
accounting, fundamental principles which would raise 
its status into something more of a science. In his 
paper at Cambridge, Mr Bray traces five such prin- 
ciples, arising from the economic concepts of periodic 
income and wealth, namely, the dual aspect of account- 
ing embodied in double-entry; the notion of accounting 
for some entity, whether it be person or group; the 
conception of periodic income flowing from recogni- 
tion of that entity as a continuing one; the principle of 
consistency; and, finally, an accounting design which 
is expressed by a set of related accounts which, in 
everyday practice, are known as income statement, 
appropriation account, and balance sheet, with the 
addition of a ‘resting account’ or reconciliation of the 
application of retained income, i.e. the emergence of 
capital as a result of saving. Mr Bray was unable to 
trace the full implications of his analysis within his 
limited compass, but accountants must accept his 
proposition that at least a large proportion of the 
inventories of a continuing enterprise have the 
character of fixed assets, from which the step is not 
long to a constant valuation for the purposes of the 
periodic income measurement. Analysis of assets into 
real assets (including inventories), intangibles, and 
those arising from money claims is similarly facilitated. 


American Developments 


The course was fortunate in a visit from Mr J. Harold 
Stewart, c.p.a., of Boston, Immediate Past-President 
of the American Institute of Accountants. In his review 
of developments in the United States, Mr Stewart 
graciously referred to the independence of the pioneers 
of public accounting who had originated in this 
country. ‘Is not independence the corner stone upon 
which the profession rests? he asks, and, strikingly, 
‘independence . . . was the climate into which the 
profession was born’, The growth of the profession 
in twenty years from less than 5,000 certified public 
accountants to 40,000, of which nearly half are of no 
more than ten years’ standing, is equally striking. It is 
evident that greater thought has been given in, the 
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United States to precise wording of reports and 
certificates for all purposes, so as to protect all those 
who may place reliance on the professional signature. 
A clear-cut indication of the character of the examina- 
tion is required, and either an expression of opinion 
on the character of the statements or an assertion, with 
reasons, that such an expression cannot be given. 
It is interesting, too, to learn Mr Stewart's opinion 
that government policies are producing an unwar- 
ranted interference with accounting practices. Our 
diversion on initial allowances is matched by ‘certifi- 
cates of necessity’ which allow of amortisation of 
capital expenditure for tax purposes over five years, 
with its attendant controversy as to validity for costing 
and accounting. : 


Productivity, Profits and Prices 


This was the title of the paper given by Mr C. E. 
Sutton, A.S.A.A., F.C.W.A., and practising accountants 
should be grateful for the clear'way in which he dealt 
with a subject which, for them, is necessarily difficult. 
Productivity, or productive effectiveness, as the British 
Institute of Management prefers, is defined most 
satisfactorily, in Mr Sutton’s view, as ‘the relationship 
of output to input’, but it is suggested that there is no 
means of measurement which is suitable for universal 
application. More rewarding than emphasis on pro- 
ductivity of labour is a continuing inquiry into all 
cost factors for the avoidance of waste in all forms. 
‘Those factors, the use of labour and machine capacity, 
effective buying, selling and administration, require 
séparate consideration and do not lend themselves to 
resolution as overall indices or ratios. Comparisons of 
detail-are necessary and this passes logically to the 
‘technique of standard costs and, budgetary control. 
Standards may be ‘current’ or ‘ideal’ or both; they 
should be based on what should be, rather than a 
variation of what happened previously; and present 
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standards should be compared not only with present 
performance but with past standards. Mr Sutton next 
analyses the effect of variations in productivity on 
profits, by increased recovery of fixed overheads, 
reduced variable costs and additional profit at normal 
margins on additional output. A plea is added for 
measurement of costs, including depreciation, on the 
same monetary basis as income, and for taxation and 
reserves for replacements to be deducted before ‘real’ 
profits emerge. A frank statement as to the negligible 
effect of demand in price-fixing over most of the 
industrial field is none the less disturbing for being 
familiar, and Mr Sutton deals separately from the 


standpoint of price policy with the three factors into>. 


which the effect of productivity on profits was divided. 

An address entitled ‘Some effects of inflation’ was 
delivered by Dr R. F. Henderson, Lecturer in 
Economics in the University of Cambridge and Mr 
Noel Hall, Principal of the Administrative Staff Col- 
lege, read a paper entitled “Towards a profession of 
management’. 


Guest Night Dinner 
Mr C. Percy Barrowcliff, F.s.a.a., President of the 


Society, presided at guest night dinner held last 


Monday, and the guests included 


Mr S. C. Roberts, MA, (Vice-Chancellor, 
University, and Master of Pembroke); Sir Lionel E. H. 
Whitby, C.V.O., M.C, M.A, M.D. (Vice-Chancellor Elect, 
Cambridge University, and Master of Downing); Mr J. 
Harold Stewart, c.p.a., Boston (Immediate Past President of 
the American Institute of Accountants); Dr W. G. Humphrey 
(Headmaster, Leys School); The Rev E. W. Heaton (Dean of 
Gonville and Caius College); Dr F. C. Powell (Gonville and 
Caius College); Dr A. R. Prest (Department of Applied 
Economics, Cambridge University); Messrs T. C. Thomas, 
M.A., LL.B. (Trinity ‘Hall, Secretary of the Faculty of Law); 
C.F. Carter, M.A. (Emmanuel College); J. E. G. Utting, M.A. 
(Department of Applied Economics, Cambridge University). ` 


ACCOUNTANTS IN ENGLAND AND WALES 


The following is-a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on September sth, 1951, who 
completed. their Fellowship or Membership before 
September 18th, 1951. 


Associates elected Fellows 


Arnold, Joseph Edward Oliver; 1933, A.C.A.; 295 Së 
Street, London, Wr. 

Curtis, John Harold; 1932, A.C.A.; (Curtis & Co), 162 
Uxbridge Road, Ealing, Middlesex. 

1938, A.C.A.; (Clarkson Webb 
& Dewar), Granville House, ‘Arundel Street, London, 

1 WCa2. : 

Fare, John Parkinson; 1921, A.C.A.; (J. Parkinson Fare & 
Co), Midland Bank House, 26. Cross Street, Man- 
chester, 2 

Mather, William Denton, M.A; 1932, A.C.A, (Hardy, 
Lawton & Co), 21-25 York Street, Shefħeld, 1. 

Meades, Alan Macdonald; 1936, A.C.A; (W. Lacon 

i Threlford & Co), Liverpool House, 15-17 Eldon Street, 
London, EC2. 


* placed against a Firm Name signifies- that the Firm is 
not exclusively composed of members of the Institute. 


Melbourne, Samuel John; 1938, A.C.A; (*Mitchell, 
Melbourne & Co), 112-114 City Road, London, EC: 

Morton, Samuel Stuart; 1946, A.C.A.; (Edward Boyles & 
Co), Empire House, St, Martin’ sle- Grand, London; 
BOL and at East Molesey, Northwood, Romsey and 

aris 

Norman, Harold William; 1940, A.C.A.; (Thorne, Lan- 

_ caster & Co), 1 Draper’s Gardens, Throgmorton Avenue, 
London, EC2. 

Nyfield, Abraham Arthur; 1938, A CA: (Passer, Miller & 
Co), Eldon Street House, Eldon Street, London,.EC2. 

Smith, David Clifford; 1925, A.C.A; (Rawlinson, Har- 
greaves, Smith & Wood), 7 Grimshaw Street, Burnley, 
and at Manchester. 

SE Arthur Charles; 1939, A.C.A.; (Arthur Bourbon 

0), 

Watford. 

Swinbank, Roland William; 1937, A.C.A.; 70 High Street, 
Stockton-on-Tees. ; 

Townend, Norman; 1940, A.C.A.; 
Co), Carlisle Chambers, Carlisle Street, Goole. 

Tripp, Dermot Alker; 1937, A.C.A.; (Thorne, Lancaster & 
Co) 1 Drapers’ Gardens, Throgmorton Avenue, London; 
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(*G. W. Townend & 


Ni 


Cambridge "` 


13 Finchley Lane, Hendon, Middlesex, and at . 
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Admitted as Associates 
(In Practice) 
Gegen Herbert Leslie, 146 Oxford Street, London, W1. 


McAndrew, Walter Leonard (*Robson, Laidler & Co), 

_ 20 St Mary’s Place, Newcastle upon Tyne, 1. 

Maurice, Cyril Julian, 130 Crawford Street, Baker Street, 
London, Wr. 


(Not in Practice) 


Abbott, Denis Edward, with J: B. Boyd, Wrigley & Co, 
55 Brown Street, Manchester, 2 


Clayton Chambers, 61 Westgate Road, Newcastle upon 

me, I. 

d, Clifford Roy, with Holyoak, Evason & Co, Bank 

Chambers, Mardol Head, Shrewsbury. 

Ainley, Morris Clifford, with F. Yarwosd (F. Yarwood & 
Co), 64 Central Buildings, Horley, Surrey. 

Albury, Arthur James, with *James Christie & Co, Mansion 
House, Princes Street, Truro, Cornwall. 

Allam, Ronald Victor, with Russel! & Mason, 29 Ludgate 
Hill, London, EC4. 

Alen Antony William, with W. G. Allen (Gilbert Allen 

Co), 8 Drapers’ Gardens, Throgmorton Avenue, 

Fondo, EC2. 

Alun-Jones, Edward Tudor, with Stead, Taylor & Stead, 

. 10 The Temple, Dale Street, Liverpool, 2. 

Alweiss, Manfred, with Robert H. Marsh & Co, 73 Ethel- 

-7 burga House, 91-93 Bishopsgate, London, EC2. 


~ Street, Great Yarmouth. 

Amos, Alan William, with E. G. F. Cartwright, 4a Carfax, 
Horsham, Sussex. 

Arliss, Kenneth Robert, with *Spain Brothers & Co, 1 Old 
Burlington Street, London, Wr. 

Arnell, Reginald Richard William, with Nevill, Hovey, 
Gardner & Co, 43 Church Road, Hove 3, Sussex. . 

Arnold, John Adams, with Robbins, Calverley & Co, 
17 Shaftesbury Avenue, London, Wr. 

Ash, Roger Dixon, with Agar, ‘Bates, Neal & Co, 106 
Edmund Street, Birmingham, 3. 


Backshell, Thomas Christopher, with Edward Moore & 
Sons; Thames House, Queen Street Place, London, EC4. 
dal Brian William, with *Thoseby, Son & Co, District 


Bank Chambers, Market Street, Bradford. 

Barratt, Gerald Wilfrid, with Littlejohn, Wilson, McKnight 
& Co, 15 Cullum Street, Fenchurch Street, London, 
EC3. 

Barter, George Livingstone, with *Darke, Robson & Co, 
80 Bishopsgate, London, EC2. 

Bartlett; Ronald Percy, with *Bishop, Fleming. & Co, 
Strand Chambers, Torquay. 

Barton, Basil David, with *Barton, Mayhew & Co, Alder- 
‘man’s House, Bishopsgate, London, EC2. 

Bathe, Eric Julian, with “Singleton, Fabian & Co, 65 
London Wall, London, ECa. 

Beacroft, 
Nottingham. 

Beaver, David William, with Beaver, Bowen & Co, 1 
Hoghton Street, Southport. 

Becker, James Oliver, ‘Hillview’, Roke - Lodge Road, 
Kenley, Surrey. 

Bell, George Edward, with B. Davis & Co, 59 Sloane 
Street, London, SWı. 

Benison; John Herbert, DEG with *Price Waterhouse & 
Co, 3 Frederick’s Place, Old Jewry, London, EC2. 

` Bettson, Eric Thomas, with R. J. Weston & Co, Probate 
House, 37 & 38 St Mary’s Gate, Derby. 

` Bingham, Thomas Henry,.with W. H. Walker & Co, 42 
Castle Street, Liverpool, 2. 

Binsted, John Wadkin, with Arthur Stubbs & Spofforth, 
10 Shelley Road, Worthing. 

Birchall, Alfred Henry, 39. Webb Street, Horwich, Bolton. 

Bird, John Leslie, with Dangerfield, Brewis & Co, 56 Can- 
non Street, London, EC4. 
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Adamson, Charles’ Bertram, with *Riddell, Stalker & Co; 


! Amis, Alan Stephen, with *Cross & Fairhead, 36 Regent. 


Edward Arthur, 61 Trowell Road, Wollaton, 
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Bizley, John Geoffrey, with *Smallfield,. Rawlins & Co, 
Candlewick House, 116-126 Cannon Street, London, 
EC4. 

Blatchford, Raymond Bruce, ‘with J. B. Cruse, Queen 
Anne Chambers, The Strand, Barnstaple. 

Bliss, John Cecil, with Reddall, Osborne & Co, 1 Guildhall 
Chambers, Basinghall Street, London, EC2. 

Bloss, Geoffrey Charles, with *Hill, Vellacott & Co, 33 & 
34 Chancery Lane, London, WCa. 

Bolton, John Barker, with *Jones, Crewdson & Youatt, 
7 Norfolk Street, Manchester, 2 

Bolton, John William, with C. A. Hunter, Callon: & Co, 
Britannia Chambers, George Street, St Helens, Lan- 
cashire. 

Bostock, Christopher Ingram, M.a., with Annan, Dexter & 
Co, 21 Ironmonger Lane, London, EC2. 

Bottjer, Alan George, with Hubert Leicester & Co, 15 
Foregate Street, Worcester. 

Bowden, Brian James, with Lancaster, Newman & Co, 
Finsbury Pavement House, 120 Moorgate, London, 
EC2. 5 

Bradley, Eric, with W. H. Shaw & Sons, Midland Bank 

. Chambers, Market Place, Dewsbury, 

Bramley, Edward James Michael, with Cooper-Parry, 
Hall, Doughty & Co, 16 High Street, Burton-on-Trent, 

Brandon, Colin John Charles, with Vernon Baxter & Co, 
Barclays Bank Chambers, 26 High Street, Southend on 
Sea. 

Brief, Morris, B.A., with S. Brief & Co, Gwydir Chambers, 
104 High Holborn, London, WC1. 

Brooks, Kenneth, with Blakemore, Elgar & Co, 124 
Chancery Lane, London, WC2. 

Brown, Russell Milton, with: Saffery, Sons & Co, 200 
Gresham House, Old Broad Street, London, EC2. 

Browning, David George, with Bolton, Bullivant & Co, 
6 Friar Lane, Leicester. 

Bruce, John, with Edwin Bradshaw & Son, 3 Springfield 
Street, Warrington. 

Burden, ’ Arthur James, 43 Dudley Road, Whalley Range, 
Manchester, . 16. 

Burns, Martin Wolfe, c/o Anerbach Hope & Co, 12 
Theobalds Road, London, WC1. i 

Burton, Rex Norwood, with *David Smith, Garnett & Co, 
61 Brown Street, Manchester, 2 2. 

Butterfield, John Anthony, with Russell & Bishop, St 
Martin's Chambers, 8 New Street, Leicester. 

Butterworth, Peter John, with *Butterworth, Jones & 
-Co, 7 Castle Street, Bridgwater, Somerset. . 

Buxton, Herber: Edward Derek, with Hawkin & Co, 
30 Ely Place, Holborn Circus, London, EC, 


Carmichael, Keith Stanley, with Baber, Owen & Co, 9 
Denmark Street, Bristol, r. 

Carr, Bernard Horace, with Farrow, ‘Bersey, Gain, Vincent 
& Co, 53 New Broad Street, London, EC, 

Carr, Michael Derek, with Sturges, Fraser, Cave & Co, 
KH Chambers, 31-34 Basinghall Street, London, 

2. 

Carr, Richard Coventry, with Leach, Johnson, Travis & 
Co, 32 Kennedy Street, Manchester, 2. 

Cass, John Henley, with Moore, Stephens & Co, 30 Corn- 
hill, London, EC3. 

Catchesides, Albert William, with A. T. Chenhalls & Co, 
115 Chancery Lane, London, WC2. í 

Catherwood, Henry Frederick Ross,, M.A., with *Price 
Waterhouse & Co, 3 Frederick’s Place, Old Jewry, 
London, EC2. 

Ceha, Ronald Hubert, A.F.c., with Barker, Smiles & Co, 
Regent House, 89 Kingsway, London, WC2. 

Charlett; Arthur Victor, with Paul, Dowd & Co, 216 
Martins Bank Buildings, Water Street, Liverpool, 2. | 

Charlton, William Leonard, with Rawlings & Wilkinson, 
55 John Street, Sunderland. 

Christie, John Raymond, with *Jackson, Tavlor, Abernethy 
& Co, 24 St Mary Axe, London, EC3, 

Clarke, Geoffrey Ernest, with J. Mayhew-Sanders (Mayhew-: 
Sanders & Co), 62 Oxford Street, London, Wr. : 
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Clayden, Jack, with J. R. Train (James Train & Co), 
t Ripple Road, Barking, Essex. 

Clayton, David, c/o Nyman Libson & Co, 53 Queen Anne 
Street, London, W1. 

Clayton, Donald Eric, with Brough, Postlethwaite & Co, 
Midland Bank Chambers, High Street, Doncaster. 

Clayton, John Robert, with Winkley & Clarke, Russell 
Chambers, 2 King Street, Nottingham. 

Clee, Peter William, with J. & H. S. Metcalf, 10 St Andrews 
Crescent, Cardiff. 

Clegg, John Neville, 15 Princess Avenue, Windlehurst, 
St Helens, Lancashire. 

Clegg, Owen Hargreaves, with *John F. Heap & Co, 
101 Manchester Road, Burnley. 

Clifford, Frank Gouge, with James Watson & Son, Lloyds 
Bank Chambers, Lowther Street, Carlisle. 

Collett, Niels Wolff, B.A., 14a Allen House, Allen Street, 
London, W8. 

Collins, Geoffrey Edwin, with *Chalmers, Wade & Co, 
21 Bennetts Hill, Birmingham, 2. 

Collins, Peter Leslie Robert, with F. W. Stephens & Co, 
Liverpool House, 15 & 17 Eldon Street, London, EC, 

Collis, John Neville, with *Barton, Mayhew & Co, Alder- 

- man’s House, Bishopsgate, London, EC2. 

Colvin, John Anthony, with J. W. Davidson, Cookson & 
Co, 515 Martins Bank Building, 6 Water Street, Liver- 
“pool, 2. 

Cooke, Basil Vosper, with Lovewell Blake & Co, 2 South 

` Quay, Great Yarmouth. : 

Cooke, George Arthur, with A. L. & S. Honey, 3 Palace 
Gate, Exeter. 

Cooke, Ronald William, with H. Overton, Salt & Co, 
52. High Street, Sutton Coldfield. 

Corbett, Frank Peter, with Stothert & Chappell, Wimborne 

- House, Richmond Hill, Bournemouth. i 

Coulthard, Brian Edward, with *Richard Stirrup & Son, 
33 Cannon Street, Preston. 

Cox, Derek Ernest, with Forrester, Boyd & Co, 26 South 
St Mary’s Gate, Grimsby. 

Cox, Edward Denyer, with Sharp, Parsons & Co, 120 
Colmore Row, Birmingham, 3. ` 

Croft, William Alan, c/o Donald McKelvie & Co, 4 Lloyd’s 
Avenue, London, EC3. 

Crossley, William Oliver, with G. H. Murray (G. H. 
Murray & Co), Hollins Chambers, 64a Bridge Street, 
Manchester, 3. 

Curry, William Roy, B.com., 30 Deneside Avenue, Low 
Fell, Gateshead, 9. 

Custis, Patrick James, with Josolyne, Miles & Co, 28 King 
Street, Cheapside, London, EC2. 


Daly, Justin Louis England, with P. D. Leake & Co, 
1 Cornhill, London, EC3. 

Darroch, Joseph Burnie Campbell, with *Chalmers, Wade 
& Co, 5 Fenwick Street, Liverpool, 2. 

Daukes, Tony Clendon, with *Deloitte, Plender, Griffiths 
& Co, 5 London Wall- Buildings, Finsbury Circus, 
London, EC2. . 

Dauney, Robert Anthony, with Thorne, Lancaster & Co, 
1 Drapers Gardens, Throgmorton Avenue, London, 


EC2. 
Davie, Felix George, with Chambers, Edwards & Co, 
Minster Chambers, 28 Church Street, Kidderminster, 
Davie, John Norris, with W. Y. Thomson & Co, 16-18 
Clapham Junction Approach, London, SW11. 

Davies, James Wallace, with Wilsher, Louis & Co, 70 
Finsbury Pavement, London, ECz. 

Davies, Peter James, c/o Thomson, McLintock & Co, 
33 King William Street, London, EC4. 

Dawson, Leonard Fredrick, with Clark, Battams & Co, 
32 Victoria Street, London, SW 


I. 
Day, John Herbert, with W. T. Walton & Son, Marlow 


House, Lloyd’s Avenue, London, EC3. 

Deakin, Geoffrey Ross, with *Jones, Crewdson & Youatt, 
7 Norfolk Street, Manchester, 2. 

Delahunty, Paul Vincent, with F. Wilkinson, 327 Stretford 
Road, Manchester, 15. 
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Delderfield, George Herbert William, with Andw. W. Barr 

Pe Abbott’s Chambers, 202 Bishopsgate, London, 
2. 

Denham, Walter, with Atkinson, Smith & Atkinson, 10 
East Parade, Leeds, 1. 

Dixon, Arthur, M.M., 23 Cypress Avenue, Crews Hill, 
Enfield, Middlesex. 

Douglas, Robert Alexander, B.com., with Blackburns, 
Robson, Coates & Co, s9 New Cevendish Street, 
London, Wr. 

Duffin, Arthur Aubrey, with *H. G. Ellis, Kennewell & 
Co, Imperial Building, Victoria Street, Nottingham. 

Dunand, Pamela Lennox, with *Booth, Anderson & Co, 
63a Northbrook Street, Newbury. 

Durnin, John Charles, with Clark, Battams & Co, 32 
Victoria Street, Westminster, London, SW1..-— ` 


Eastwood, Neil Clive, with Franklin, Wild & Co, Orient 
House, 42-45 New Broad Street, London, EC2. 

Eaton, Edward John, with Brake, Large & Co, 56 Bryanston 
Street, London, W1. 

Edge, Arthur, with Martin & Stone, St James’s House, 
44-Brazennose Street, Manchester, 2. 

Edwards, Donald Lloyd, with McPhersan, Timmins & 
Ednie, 7 St Paul's Square, Bedford. 

Eldridge, Cyril Henry, with Holman, Pryke & Co, 30 
Finsbury Square, Moorgate, London, EC2. 

Espie, Douglas Henderson, 11 Skellbank, Ripon, Yorkshire. 

Evans, Barton Edward, ‘Rutland’, Alfreda Road, Whit- 
church, Glamorgan. 7 

Evans, David Llewelyn, B.A., with Spicer & Pegler, 19 
Fenchurch Street, London, EC3. 

Evans, Leslie Thomas, with Tribe, Clarks, Montgomery 
Williams & Co, 11 & 12 Wind Street, Swansea. 

Evenhuis, Patrick Henry, with Brake, Large & Co, 56 
Bryanston Street, London, W1. 


Farley, Donald Edward, with Kimberley, Morrison & Co, 
47 Temple Row, Birmingham, 2. 

Faulkner, John Oliver, with *Monahan & Co, 34 Regent 
Circus, Swindon. 

Fawcett, William Sutcliffe, with *Charles E. Dolby & Son, 
11 Dale Street, Liverpool, 2. 

Feldman, Albert, with Harrison, Son, Hill & Co, 52 
Gloucester Place, London, Wi. 

Fisher, Gordon Edward Humbert, with Warmsley, 
Henshall & Co, 29 Eastgate Row North, Chester. 

Fisher, Robert Arthur, with Carter, Chaloner & Kearns, 
Royal Mail House, 76 Cross Street, Manchester, 2. 

Flatley, Michael Derek, with Amsdon, Cossart & Wells, 
103 Cannon Street, London, EC4. 

Fletcher, James Bruce, with John Gordon, Harrison, 
Taylor & Co, 7 Bond Place, Leeds, r. 

Flint, Bernard Joseph, M.B.E., B.COM., with Crombie, 
Lacon & Stevens, 34 Waterloo Road, Wclverhampton. 

Forsyth, Kenneth Norman, 27 Bideford Road, Stockport. 

Foskett, Robert William, with-*Evans, Davies & Co, 36 
Dover Street, London, Wr. 

Fowler, Norman Alfred, with Franklin, Wild & Co, Orient 
House, New Broad Street, London, EC2. 

Frank, Thomas Robert Herman, with A. C. Palmer & Co, 
SE House, 7 Laurence Pountney Hill, London, 


EC4. 

Frisby, Eric Ernest, with Cooper & Cooper, 27-28 Finsbury 
Square, London, ECz. 

Fudge, Leslie Alfred, with Hudson Smith, Briggs & Co, 
Exchange Chambers, Corn Street, Bristol, 1. 


Gallop, Leslie James, with Curtis, Jenkins, Cornwell & ` 


Co, 44 Corn Street, Bristol, r. 

Gamble, Ernest John, with Hays, Akers & Eays, 1 Queen 
Victoria Street, London, EC4. 

Gay, Michael Algar Parrish, with Wilkinson, Chater & 
Co, 28 Queen Street, London, EC4. 

Gibb, Ian Grant, with *Major & Co, 89 Cornwall Street, 
Birmingham, 3. i 
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Gilbert, John Edwin, with *Hopps & Bankart, 25 Friar 
Lane, Leicester. 
Gledhill, Kenneth, with Armitage & Norton, Station Street 
` Buildings, Huddersfield. 
Godkin, John Richard Hayward, c/o Herbert Godkin & 
. Co, 53 Baxter Gate, Loughborough. 
Goldsmith, John Arthur, M.A., with W. B. Keen & Co, 
Finsbury Circus House, Blomfield Street, London, EC2. 
Goldwyn, Leslie, with Goldwyn Bros. & Co, 115-119 
Moorgate, London, EC.2 f 
Goodall, Norman Jack, with Adams, Beeny & Co, 2 Central 
Buildings, London Road, Bognor Regis. 
Green, David Frank, with Ware, Ward & Co, 21 Cathedral 
Yard, Exeter. 
Green, Peter James, with Lord, Foster & Co, Rex House, 
38 King William Street, London, EC4. 
SZ renfell, Nicholas, with MacIntyre, Hudson E Co, Craigs 
"- Court House, 25 Whitehall, London, SW1. 
Griffiths, Wynne, with Sheard, Vickers & Winder, 34 Castle 
Street, Liverpool, 2. 
Gunary, Brian Arthur, with Iion V. Cummings & Co, 32 
Queen Victoria Street, London, EC4. 
Guppy, Fr 
ro South Street, Bridport. 
Guthrie, Allan Cochrane, with *Jones, Crewdson & Youatt, 
7 Norfolk Street, Manchester, 2. 4 


Hadfield, Clive, with Lysons, Haworth & Sankey, 71 King 
Street, Manchester, 2. 
Haigh, Harry, ro Dane Street, Burnley. 
Hailstone, Frank Nelder, with *A. C. Brading & Co, Lloyds 
Bank Chambers, Basingstoke. 
Haines, Clive Emeris, Carlton House, Moorland Road, 
Bournemouth. 
Hallen, Arthur Herbert, with Broads, Paterson & Co, 
1 Copthall Close, Moorgate, London, EC2. 
Hallwood, Arthur, with *Chalmers, Wade & Co, 5 Fenwick 
Street, Liverpool, 2. 
Hargreaves, William, with *Kidsons, Taylor & Co, 1 
_ Booth Street, Manchester, 2. 
Harrison, Ronald, with Glass & Edwards, 3 Stanley Street, 
© Liverpool, 1. . 
Haslam, Edward Leigh, with J. O. Young & Co, 9 Acres- 
- field, Bolton. 
Hawdon, Sidney, with Vasey, Oliver & Co, 3 Westoe 
+ Village, South Shields. 
Haworth, David Roger, with *Sir Charles H. Wilson & 
Co, 7 Greek Street, Leeds, 1. : 
Hay, Gordon? Alexander, with Henry Pell & Co, 63a 
_ Princes Street, Stockport. 
Hay, John Norman, with *Tansley Witt & Co, 22-24 Ely 
_ Place, London, ECr. : 
Hayling, Arthur John, with H. S. Dunk, 21 High Street, 
Dartford. . : 
Haywood, James Harry, with P. S. Taylor (P. Spence 
Taylor & Co), Palladium House, Sansome Road, Shirley, 
Birmingham. $ 
Hemming, Keith Blakemore, with Forrester, Boyd & Co, 
-26 South St Mary’s Gate, Grimsby. 
Henson, David, with J. C. Graham & Spoor, Art Gallery 
` Chambers, 5 Higham Place, Newcastle upon Tyne, 2. 
Hewett, Thomas Hugh, 9 North Street, Didsbury, Man- 
chester, 20. 
Hewitt, Philip Arthur, with Edwin Guthrie & Co, 71 King 
Street, Manchester, 2. 
Heywood, Samuel Frank Bruce, with Peter Gregson & Co, 
9 Chapel Walks, Manchester, 2. 
Hibbs, Roger Weymark, with Brown, Peet & Tilly, Bank 
` Buildings, 1 High Street, Croydon. 
4 Hill, Geoffrey Alan, with Harker, Holloway & Co, Regent 
House, 89 Kingsway, London, WCS, 
Hill, Neil Fleming, with W. A. Brown & Co, 307 Win- 
chester House, London, ECz. 
Hilliar, Edwin John, with Cozens, Bate & Co, Carlton 
Chambers, Baldwin Street, Bristol, 1. 
Hilton, John Alfred, with E. F. Kellett (E. F. Kellett & 
Co), 6 Byron Road, Ealing Common, London, Ws. 
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Hodge, Gerard’ Mark, with Turquand, Youngs & Co, 
19 Coleman Street, London, EC2. 

Hodge, Reginald Alfred, with *Peat, Marwick, Mitchell & 
Co, rt Ironmonger Lane, London, ECa2. 

Holbrook, Robert Charles, with Calder-Marshall, Ibotson 
& Bound, 11-13 Dowgate Hill, London, EC4. 

Holey, Brian, with Brough, Kirkman & Co, 2 Fishergate, 
Ripon, Yorkshire. 

Holland, John Herbert, with *Robson, Laidler & Co, 
20 St Mary’s Place, Newcastle upon Tyne, 1. 

Holland, Nigel Francis, with Smallfield, Fitzhugh, Tillett 
& Co, 24 Portland Place, London, Wr. 

Holloway, Michael Kenneth, 5 The Drive, Banstead, 
Surrey. : 

Hopkins, Geoffrey Douty Borrough, with *Deloitte, 
Plender, Griffiths & Co, 5 London Wall Buildings, 
Finsbury Circus, London, EC2. 

Hoskin, Peter William, 69 Deacon Crescent, Bitterne, 
Southampton. 

Howarth, Harold, with Williamson, Butterfield & Roberts, 
City Chambers, 2 Darley Street, Bradford. 

Hubbard, Colin Campbell, with *Chantrey, Button & Co, 

Africa House, Kingsway, London, WC2, 

Hudson, Derek Ernest, with Derbyshire & Co, Hanover 
House, 73-78 High Holborn, London, WC1. 

Hughes, Cyril Fred, with Walter J. Edwards & Co, 15 
Bridge Street, Walsall. 

Hughes, David Lingford, with *Peat, Marwick, Mitchell 
& Co, 2 Park Place, Leeds, r. 

Hughes, Hugh Vansittart, with Edward Moore & Sons, 
Thames House, Queen Street Place, London, EC4. 

Humby, Reginald Herbert George, with *A. J. Whitington, 
Wootton & Co, 17 St Peter Street, Winchester. 

Hunt, Roy John, with Hemsley, Miller & Co, 5 Cheapside, 
London, EC2. 

Hutchinson, John Frederick, with *J. W. Armstrong & 
Sons, Northern Assurance Buildings, 2 Collingwood 
Street, Newcastle upon Tyne, 1. 

Hyatt, Frank, with W. G. Hawson, Wing & Co, Harthead 
Chambers, Sheffield, 1. 


Ironside, Donald James, with Grace, Darbyshire & Todd, 
19 Whiteladies’ Road, Bristol, 8. 


James, John Colston, with Cozens, Bate & Co, Carlton 
Chambers, Baldwin Street, Bristol, 1. 

Jasper, James Desmond, B.com., with Jones & Jasper, 
86 High Street, Cradley Heath, Staffs. 

Jeffreson, Michael, with Edmonds & Co, Pearl Buildings, 
Commercial Road, Portsmouth. 

Jehring, Peter John Yarington, with Morison, Rutherford 

- & Co, 20 Eastcheap, London, EC3. 

Jennings, John David, with *Whinney, Smith & Whinney, 
4B Frederick’s Place, Old Jewry, London, EC2. 

Johnson, Geofirey Leonard, with B. Gould (B. Gould & 
Co), Trinity Square, Axminster, Devon. 

Johnson, Kenneth Claude, with Baker, Sutton & Co, 
Eldon Street House, Eldon Street, London, EC2. 

Jones, John Pierce, with G. E. Holt & Son, ‘C’ Building, 
Queen Insurance Building, ro Dale Street, Liverpool, 2. 

Jones, Wilfred Henry, 8.coM., with Sidney H. Buckland & 
Son, Moorgate House,-6 Christina Street, Swansea. 

Jones, William Caerwyn, with *Peat, Marwick, Mitchell & 
Co, Dowlais Chambers, West Bute Street, Cardiff. 

Jose, Bernard Gordon, with Wilkinson, Chater, Kinney 
& Co, 17 Ship Street, Brighton, 1. 


Kelly, Thomas Donald Gumbrielle, with Wenn, Townsend 
& Co, 55 Cornmarket Street, Oxford. 

Kendall, David Edward John, with Black, Geoghegan & 
Till, 67 Watling Street, London, EC4, 

Kilsby, Douglas William, with *Kingdon, Marbeck, Antill 
g Co, 14 St Mary Abbot’s Terrace, Kensington, London, 

14. 

Kinnair, Peter Lock, with A. L. Friends & Co, 3 Win- 

chester Street, South Shields, Co. Durham. 
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Knight, John Oliver, with Stanley Blythen & Co, 12 , Low 
Pavement, Nottingham. 

Lamb, James, _ with Newton ` & Co, 63 Temple Row, 
Birmingham, 2. 

Lamble, John Edwin, with Humphreys, Bushell & Co, 
49 Sheepcote Road, Harrow, Middlesex. 
Lambourne, Ralph ’Rosoman, with Harmood -Banner, 
Lewis & Mounsey, 3 Lombard Street, London, EC3. 
Larbey, John Guy Fraser, with Reynolds & Lane, 39 Albert 
Road, Ashford, Kent. 

Larkins, Brian Hunter, with. Howard Smith, Thompson 
: Co, Bank Chambers, 11 Waterloo Street, Birming- 
am, 2. 

Laws, ‘Michael Lutener, 99 Millway, Mill Hill,, London, 


H. 

Lawton, Peter Lines, with *Warriner & Co, 47 Temple 
Row, Birmingham, 2. 

Laycock, Frank Raymond, with H. V. Wood & Co, Bank 
Chambers, Market Street, Huddersfield. 

Leach, Alan Edward, with Josolyne, Miles & Co, 28 King 
Street, Cheapside, London, EC2. 

Lee, Alan George; 8.coM., with P. T. Duxbury, 25 North- 

` umberland Square, North Shields. 

Lees, Geoffrey, with S. Carr, 14 King’s Head Buildings, 
Cloth Hall Street, Huddersfield. 

Legge, Gerald Humphry, with Binder, Hamlyn & Co, 
River Plate House, 12 & 13 South Place, London, EC2. 

Leonard, Brian, with Josolyne, Miles & Co, "28 King Street, 
Cheapside, London, EC, 

Lewis, Dennis Stanley, with *T’emple, Gothard & Co, 
7 & 8 Norfolk Street, Strand, London, WC2. 

‘Lister, Frank, with Taylor, Patchett & Co, 150 High 
Street, Scunthorpe. 

Lithgow, Denis, with W. H. Grigg & Perkins, Central 

_ Chambers, 8-16 Park Street, Bristol, 1. 

‘Littlemore, Peter East, with A. L. Price (A. L. Price & Co), 
7 Pall Mall, Manchester, 2. 

Littlewood, Herbert Charles, with SC F. Middleton & 

_ Co, 73 Basinghall Street, London, EC2. 

Littlewood, Kenneth Herbert, with W. G. Hawson, Wing 
& Co, Hartshead Chambers, Sheffield, 1. 

Lockhart, Geoffrey John Charles, with Ware, Ward & Co, 

. 1 Grosvenor Mansions, Sidmouth, Devon. 

Lockley, Donald Osborne, with H. Dawson, 14 Liverpool 
Road, Chester. 

Longworth, John Francis, with SA. A. Thomas, Rogers & 
Co, Midland Bank Chambers, Llandudno. 

Lowe, John Andrew Pennington, c/o Hollows & Hesketh, 
37° King Street, Wigan. 

Lucas, Howard Spencer, with A. C Lucas (A. C. Lucas & 

! Son), Brettenham House, Lancaster Place, Strand, 

` London, WC2. ` 


Lunt, William Thomas, with de Paula, Turner, Lake & ` 


Co 17 Coleman Street, London, ECz2. 
Lynn, Peter, B.COM., ‘with A. C. Palmer & Co, Norfolk 
House, 7 Laurence Pountney Hill, London, EC4. 
Lyon, Francis George, c/o Thomson McLintock ‘ee Co, 
` 33 King William Street, London, EC4. 


McBrien, William Robert, with *Allan, Baldry, Holman & 
; poe Bilbao House, 36 New Broad Street, London, 
2. 

McCombie, Patricia Mary, M.A., with S. McCombie 

`” (8. McCombie & Co), Barclays Bank Chambers, Hitchin. 

McConnell, Frank Howard, with W. L. Gallant (W. L. 
Gallant & Co), 28 East Parade, Leeds, 1. 

Macdonald, James Douglas, with Lovewell Blake & Co, 
8 The Close, Norwich. 

Mackey, Milburn Ralph Simon James, “with *Allan, 
Charlesworth & .Co, 17 St Helen’s Place, Bishopsgate, 
London, EC3. 

Macro, Neville, with Proctor & Proctor, Central Chambers, 
Market Street, Nelson, Lancashire. 

Mallett, Vivienne Eveline, with Burke, Covington & Nash, 
20-21 Took’s Court, Cursitor Street, London, EC4, 

Mann, Stanley Victor, with Leech, Evans & Co, 45 War- 
wick Road, Coventry. 
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Marjoribanks, Ian Douglas, M.c., with Viney, Price & 
Goodyear, Empire House, St Martin’s-le-Grand, 
London, EC1. ` 

Martin, Frederick Whitton, with C. D. Bromhead E Co, 
‘Coryton Villa’, Trematon Terrace, Mutley, Plymouth. 

Mason, John Brien, with *Peat, Marwick, Mitchell & Co, 
Lombard House, Great Charles Street, Birmingham, 3. 

Matthews, James Arnold McCalmont, with Brough, 
Postlethwaite & Co, Midland Bank Chambers, High 
Street, Doncaster. 

Maxwell: -John Edward, with Sydenham, Snowden; 
Nicholson & Co, 27 "Martin Lane, Cannon Street, 
London, EC4. 

Meader, Norman Frank, with *Turner, Hamilton & Wilton, 

_ 35 St.Leonard’s Road, Bexhill-on-Sea 

Mellor, Arthur Raymond, with J. S. Johnson, 7 Tithebarn 
Street, Liverpool, 2. - 

Mellor, James Peter, with Shuttleworth & Haworth, Lloyds 
Bank Buildings, 53 King Street, Manchester, 2 

Mellor, John Douglas Hyde, with James & Cowper, 144 
Northbrook Street, Newbury, Berkshire. 

Meynell, Richard Walter, with *Price Waterhouse & Co, 
3 Frederick’s Place, Old Jewry, London, EC2. 

Miller, John Anderton, with Simon Jude & West, 11-13 
Victoria Street, Liverpool, 2. 

Milsom, Sydney Follwell, with Ham, Jackson & Brown, 
Albion Chambers, Small Street, Bristol, 1. 

Mitchley, John Anthony, with- *Stepherson, Smart & 
Co, 6 Market Hill, Huntingdon. 

Montague, Derek Hadley, with *Spain Erothers & Co, 
1 Old Burlington Street, London, Wr. 

Mooney, Joseph Geoffrey, c/o E. Heaton, 23 Chapel 
Walks, Preston. . 

Moore, Kenneth Alfred Baynes, with Fuller, Wise, Fisher 
& Co, 55-61 Moorgate, London, ECa2. 

Moorhead, Patrick Denton, with Hawkin & Co, 30 Ely 
Place, Holborn Circus, London, ECr, 

Morgan, John Richard, with “Sprague, Nicholson, Morgan 
& Co, 68-72 Horseferry Road, London, SW1. 

Morley, Kenneth John, with Deakin Hale, Reid & Co, 
e Moorgate, London, ECz2. 

Morris, Eric James, with F. W. Bright (Francis W. Bright ` 

"E Co), zen Nodehill, Newport, Isle of Wight, 

Mortlock, Percy John, with *Jas. W. Elliott & Co, 47 

- Orsett Road, Grays, Essex. 

Moss, Sidney Norman, with Clark, Battams & Co, 32, 
Victoria Street, London, SW1. 

Moss, Stanley, with Wykes & Co, 24 Friar Lane, eet 

Moxham, Douglas Gordon, with F. Sedcdéle eeh 
Sedeole & Co), 4 Great Winchester Street, London, 
EC2 

Murphy, Joseph Daniel, with *Price Waterhouse & Co, 

. 3 Frederick’s Place, Old Jewry, London, ECz. 


Neate, William Arthur, with Patrick Joy & Co, 11 Havelock 
Road, Hastings. 

Nettleton, John Oldfield, with Broads, Paterson & Co, 
I Copthall Close, Moorgate, London, EC2. 

Nicholas, Peter Norman, Flat 4 57 Westbourne Road, 
Sheffield, 10. 

Nichols, Maurice Blackburn, with Hudson Smith, Briggs 

- & Co, Exchange Chambers, Bristol, 1. 

Niven, William Gillies, with Ware, Ward & Co, 7 Unity 
Street, College Green, Bristol, 1. > ` 

Nixon, johnston, with Armstrong, Routledge & Co, City 
Chambers, 57 English Street, Carlisle. ` 

Norfolk, Peter John, with Evans, Smith Boothroyd & Co, 
-99 F enchurch Street, London, EC3. , 

Norfolk, Stanley, with Evans Smith, Boothroyd & Co, ` 
99 Fenchurch Street, London, EC3. W 

Norris, David Colin, p sc. with Haythornthwaite & Norris, 
20 Richmond Terrace, Blackburn. 

Norris, Gordon Hubert, with Fisher & Firkins, 12 Cherry 
Street, Birmingham, 2. 

Norris, John Randall, with Ralph D. Higgs, Foreman & 
Co, Holly Hose, d Paddockhall Road, Haywards Heath; 
Sussex. 


| 
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Buildings, 1 High Street, Croydon. 


‘Nunn, Ernest Charles, with *J. & A. W. Sully & Co, 


Midland Bank Chambers, zo High Street, Barnstaple. 
Nurden, Donald Broderick, with James Rodd & Co, 
781 Salisbury House, London Wall, London, EC2. 


Oates, Stanley John, ro Hendon Valley Road, Sunderland, 
Overton, Robert Henry Hunter, with *Stanley Holmes & 
Co, 68 Pall Mall, London, SWr. 


Palmer, Geoffrey Stewart, with Charlton, Long, Houghton 
& Wintle, Winchester House, Victoria Square, Birming- 
ham, 2. i 

Palmer, William Gordon, with Turquand, Youngs & Co, 

19 Coleman Street, EC2 


Pearse, William Richard George, with Goodland, Bull & 


Co, 7 Hammet Street, Taunton. 

Pearson, Roy, with W. J. Campbell, 
Hull. 

Peart, Simon Willis, with Sharp, Parsons & Co, 120 
Colmore Row, Birmingham, 3. 

Peat, Gerrard Charles, with *Peat, Marwick, Mitchell & 
Co, 11 Ironmonger Lane, London, ECz. 

Pegley, Leonard Charles, with Hesketh, Hardy, Hirshfield 
& Co, Norwich House, 13 Southampton Place, London, 
WC. 


‘Penketh, Ronald William, with Edward Denton & Son, 


2730 Exchange Street East, Liverpool, 2. 

‘Philp, Melvin Harry, with Howard Smith, Thompson & 
Co, Bank Chambers, 11 Waterloo Street, Birmingham, 2. 
Phipkin, Harold Joseph, with Lucas, Allen & Co, 1 Lans- 

downe Place, Warwick Road, Coventry. 

Pickworth, Stanley Frederick; M.A., with J. H. Champness, 
Corderoy, Beesly & Co, 10 St Swithin’s Lane, London, 
EC4. 

Polhill, Anthony Nathaniel, with J. Dix Lewis, Caesar, 
Duncan & Co, 112-114 Cannon Street, London, EC4. 

Price, ae James, with Howard Smith, Thompson & 
Co, Bank Chambers, 11 Waterloo Street, Birmingham, 2. 

Priestley, Allan Trevvett, with S. V. Bye, 137 Albert Road, 
Middlesbrough. 

Priestley, John Joseph, with D. W. H. Phipp & Son, 4 
East Circus Street, Park Row, Nottingham. ` 

Pritchard, Eric Glenn, with Callingham, Brown & Co, 
Balfour House, 119-125 Finsbury Pavement, London, 
EC2. - ‘ 

Prue, Norman John, with H. Overton, Salt & Co, 85 
Edmund Street, Birmingham, 3. 


Ragheb, Hafez Mostafa, 36 Blythwood Road, Crouch Hill, 
London, N4. 

Raitz, Gerald Norman, with Leonard G. Lane, Scotten & 

" Co, 34-40 Ludgate Hill, London, 2C4. 

Ramsay, Francis Fawcus, with Price Waterhouse & Co, 
31 Mosley Street, Newcastle upon Tyne, 1. 

Rao, William Pascoe, with Wilkinson & Mellor, Leadenhall 
Buildings, 1 Leadenhall Street, Lendon, EC3. 

Reader, John Grove, with Lodge & Winter, 19 Lemon 
Street, Truro, Cornwall. 

Reid, John, with Thomas Bowden, Sons & Nephew, 
42 Mosley Street, Newcastle upon Tyne, 1. 

Reynolds, Peter Arthur, with Stevenson, Chapman & Co, 
31-33 High Holborn, London, WCr. 

Rice, Richard William Francis, with Harker, Holloway & 
"Co, Regent House, 89 Kingsway, London, WCz. 

Richards, David Gordon, with Harmood Banner, Lewis & 

SÉ Mounsey, 3 Lombard Street, London, EC3. 

Richardson, Charles Bulmer, with *Peat, Marwick, 
‘Mitchell & Co, 13 Mosley Street, Newcastle upon Tyne, 1. 

Rickard, Ronald Edward, with Lord, Foster & Co, Rex 
House, 38 King William Street, Landon, EC4. 

Riley, Edward Ronald, with Stanley Blythen & Co, 12 Low 
Pavement, Nottingham. 

Ringwood, ‘George, with Basil L. Denton & Co, 3-7 
Scarborough Street, West Hartlepool. 
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North, Philip Anthony, with Brown, Peet & Tilly, Bank 


49a Whitefriargate, 
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Roberts, Raymond’ Arthur, with Edmonds & Co, 66 
Victoria Street, London, SW1.. 

Roe, Dennis Henry Ogle, with Derbyshire & Co, Bentinck 
Buildings, Wheeler Gate, Nottingham. 

Rogers, Stanley, . with Muras & Co, 49 Queen Street, 
Wolverhampton. 5 

Rolph, John Mair, with Turquand, Youngs & Co, 19 Cole- 
man Street, Londen, ECz2. 

Rolt, Henry Ernest Adrian, with G. E. Rolt (G. E. Rolt & 
Co), 4 Westbury Avenue, London, N22. 

Rood, Gerald Arthur, 114 Upper Shaftesbury Avenue, 
Highfield, Southampton. 

Rothburn, Aubrey, with E. H. Baring, 7 Brazennose Street, 
Manchester, 2 

Rowe, Charles Henry, with Maw, Ellis, Warne & Co, 
Maypole House, Finsbury Square, London, EC2. 

Rumsey, Allen Edward Wynn, M.C., 15 Herschell Road, 
Leigh-on-Sea, Essex. 

Rumsey, Ronald Lionel, with *Larking, Larking & 
Whiting, 18 Hatter Street, Bury St Edmunds. 

Rutter, Joseph Morley, 3 Ivy Cross, Shaftesbury, Dorset. 

Ryley, Brian Edward, with Wykes & Co, 24 Friar Lane, 
Leicester, 


Sadd, Michael John Gower, with *Thomson McLintock 
& Co, 5 St Philip’s Place, "Birmingham, 3 3. 
Samworth, Robert James, with William S. Ogle & Co, oo 
Gresham House, 24 Old Broad Street, London, ECz.’ 
Sanderson, John Frederick Richard, with Ham, Jackson & 
Brown, 26 Gay Street, Bath. 

Sansom, Douglas, c/o Henry Trew & Co, 22 Park Lane, 
Croydon. 

Sargent, John Eric, with Herbert Hill & Co, 552-555 
Salisbury House, London Wall, London, ECa2. 

Sarson, Michael Barry, with Thornton’ & Thornton, 
8 King Edward Street, Oxford. 

Schofield, Jack, c/o, Pattimore & Dyson, Barclays | Bank 
Chambers, Market Place, Huddersfield. 

Scrimshaw, Thomas Arthur, with Carline, Watson, Bird & 
Co, 57-59 Saltergate, Chesterfield. 

Senn, Stanley Alfred, with H. C, Richardson & Son, 
3 Broad Street Buildings, Liverpool Street, London, EC2. 

Settle, Henry Frederick, with Sheard, Vickers & Winder, 
34 Castle Street, Liverpool, 2. 

Shear, Henry Baron, with Herbert Pepper & Rudland, 
33 St James’s, Street, London, SW1. 

Shelton, Kenneth Edward, with Tebb, Beevers & Co, 
Sun Buildings, 15 Park- Row, Leeds, 1: 

Shield, James William, with "*Percy F. Ward & Co, 27 
Mosley Street, Newcastle upon Tyne, 1. 

Shirley-Beavan, Michael, with Binder, Hamlyn & Co, 
River Plate House, 12-13 South Place, London, EC2. 

Shulman, Herbert Norman, with Harrison, Son, Hill & 
Co, Charter House, 52 Gloucester Place, London, W1. 

Simmons, Gordon Geoffrey, with *Alfred Simmons & 
Co, The Market Hall, Redhill, Surrey. ` 

Simpson, Edward Derek, with James Todd & Co, 7 
Winckley Square, Preston. 

Slack, Kenneth, with Mellor, Snape & Co, 36 Chestergate, 
Macclesfield. : 


Slade, Gilbert John, with Fairbairn, Wingfield & Wykes, 


67 Watling Street, London, EC4. 

Slator, Maurice Henry, with Moore, Stephens & Co,, 
30 Cornhill, London, EC3. 

Smallbone, Michael John, with J. R. Train (James Train | 
& Co), Barclays Bank Chambers, 1 Ripple Road, 
Barking, Essex. 

Smith, Anthony Langford, with Swanwick, Terras & Co, 
64 Cross Street, Manchester, 2. 

Smith, Basil Benjamin, with *Cassleton Elliott & Co, 

4 & 6 Throgmorton Avenue, London, EC2. 

Smith, Peter Holbourn, with *Stephenson, Smart & Co, 
69 Wrawby Street, Brigg, Lincolnshire. 

Speight, Charles Edmund, with Boyer, Thwaites & Co, 
22 Bridge Street, Deansgate, Manchester, 3. 

Spruce, Eric Wilfred, with French, Wallis & Forsyth, Groat 
House, Collingwocd Street, Newcastle upon Tyne, 1. 
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Squires, Eric Geoffrey, with Crew, Turnbull & Co, 
1 George Street West, Luton. 

Staddon, John Frederic, with Prideaux, Frere, Brown & 
Co, 12 Old Square, Lincoln’s Inn, London, WC2. 

Stephani, Christakis Costas, B.cOM., with *Pannell, 
Crewdson & Hardy, 9 Basinghall Street, London, EC2. 

Stevens, Richard Bridges, with Baker, Sutton & Co, Eldon 
Street House, Eldon Street, London, EC2. 

Steward, Francis, with Ensor, Son & Goult, 30 Museum 
Street, Ipswich. 

Stones, William Marcus, with Graves, Goddard & Horton- 
Stephens, 7 Pavilion Parade, Brighton, Te 

Stuart, Humphrey John James, B.a., Horn’s Cottage, 
Crondall, Hampshire. 

Stuttard, Derek, with Wade & Co, 37 Cross Street, Man- 
chester, 2. 

Suffell, William, with N. R. Rigby, 5 
Manchester, i: 

Sullivan, John James, with R. C. Johnston, 59 Hamilton 
Square, Birkenhead. 

Sunderland, John Victor, with H. Titterton (Harold 
Titterton & Co), 79A Wellington Road South, Stockport. 

‘Sutherland, Bruce Wilson, with *Hubbart, Durose & 
Pain, 9 Low Pavement, Nottingham. 

Swindlehurst, John Onslow William, with Thornton & 
Thornton, Nuffield House, 41-46 Piccadilly, London, W1, 


Taffs, Alfred John, with *Barton, Mayhew & Co, Alder- 

. man’s House, Bishopsgate, London, EC2. 

Taylor, Alan Guy, with Waterworth, Rudd & Hare, 
Central Buildings, Richmond Terrace, Blackburn. 

Taylor, Denis Brook, with Bridgford, Bardsley & Co, 
Martins Bank Buildings, 10 Norfolk Street, Man- 
chester, 1 

Taylor, George Lewis, with *Armitage & Norton, Station 
Street Buildings, Huddersfield. 

Taylor, Maurice Derrick, with Warmsley, Henshall & 
Co, 29 Eastgate Row North, Chester. 

Taylor, Walter William, with P. H. Stone & Co, 47 Temple 
Row, Birmingham, 2. 

Telfer, Selvyn Walker, B.com., with Winter, Robinson, 
Sisson & Benson, 16 Market Street, Newcastle upon 
Tyne, 1. 

Thomas, Alfred Brian, with Bolton, Bullivant & Co, 
6 Friar Lane, Leicester. 

Thomson, William Noble, with *Cooper Brothers & Co, 
Century House, St Peter’s Square, Manchester, 2 

Tomlinson, Norman Edward, with Blackburns, Robson, 

_. Coates & Co, 59 New Cavendish Street, Loncon, Wr. 

Tonkinson, David Harry, with Nevill, Hovey, Gardner & 
Co, 43 Church Road, Hove, 3. 

Touche, Anthony George, with George A. Touche & Co, 
Suffolk House, Laurence Pountney Hill, London, EC4. 

Townend, Charles Russell Balme, with *Cooper Brothers 
& Co, 14 George Street, Mansion House, London, EC4. 

Townley, Eric Samuel, with H. W. Fisher & Co, Dudley 

_ House, 36-38 Southampton Street, Strand, London, WC2. 

Townsend, Douglas Vincent, with James, Edwards & Co, 
Salisbury House, London Wall, London, EC2. 

Tuck, Eric Sydney, 33 Woodlands Grove, Isleworth, 
Middlesex. 

Turner, Geoffrey Leonard, with Morison, Rutherford & 
Co, 20 Eastcheap, London, EC3. 


55 Market Street, 


Unsworth, Kenneth, with Bryce Hanmer & Co, 1-3 
Stanley Street, Liverpool, a 


Veale, John Henry, go Foxhall Road, Ipswich. 
Viersen, John Arthur, with Dangerfield, Brewis & Co, 
56 Cannon Street, London, EC4. 


Wales, Kenneth Collinson, B.COM., with Smith, Willcox 
& Co, 38 Queen Street, Scarborough. 

Walkden, Clifford, with F. Hunter, Gregory & Lord, 
Irwell Terrace, Bacup. 

Walker, Donald, with *Price Waterhouse & Co, 7 South 
Parade, Leeds, I. 
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Walker, John David Pearson, with E. M. Owen & Co, 
11-13 Victoria Street, Liverpool, 2. 

Walker, Roland Geoffrey Watson, with *Hill, Vellacott-& 
Co, Law Courts Chambers, 3 33 & 34 Chancery Lane, ` 
London, WC, 

Walker, Vernon Arthur, with Williamson, Butterfield & 
Roberts, City Chambers, 2 Darley Street, Bradford. 

Walters, Frank, with Stowell & Bayley, 57 King Street, 
Manchester, 2. 

Warburg, George Albert Siegmund, 40 Rutland Gate, 
London, SW7. 

Ward, Bryan Derek, with Frank J. Smith & Co, 52~54 
High Holborn, London, WC1. 

Ward, William Ronald, with Bruce-Cuvilje & Co, ro Mount 
Stuart Square, Cardiff. 

Watts, Donald, with W. J. Gilbert & Co, 61 Fore Street, « 
Moorgate, London, EC2. 1 

Weavers, Frank Paton, with Carter & Co, Lancaster 
House, Newhall Street, Birmingham, 3. 

Webb, Lawrence Albert, with Clark, Battams & Co, 32 
Victoria Street, London, SWr. 

Webber, John James, m.c., with Amherst & Shapland, 
10 Holloway Street, Minehead. 

Wells, Arthur George, with Weeks, Hillyard & Co, 
Weavers’ Hall, 22 Basinghall Street, London, EC2. 

Wells, Malcolm’ Henry Weston, with *Peat, Marwick, 
Mitchell & Co, rr Ironmonger Lane, London, ECz. 

Wesson, Charles Robert Corbey, with *Larking, Larking 
& Whiting, 13 Hatter Street, Bury St Edmunds. 

Westwood, Peter Conway, with *Frederick Griffith Eé 
Son, Westmorland Chambers, 31 Stricklandgate, Kendal. í 

Wevell, William Beckerleg, with *J. & A. W. Sully & Co, 
16 King Square, Bridgwater. 

Whitby, Dennis Victor, with W. H. Gillings & Co, County 
Chambers, Weston Road, Southend-on-Sea. 

Whittaker, Terence Roy Reginald, with F. E Hawkes & 
Co, 27 Dunstable Road, Luton. 

Wicks, Merlin Whitfield, with H. D. Leete & Co, Northern 
Assurance Buildings, 9 Princess Street, Manchester, 2. 
Wight, Geoffrey Glendinning, with ®Alfred Wright & 

Co, 17 Curzon Street, London, Wr. 

Wild, Kenneth Frank, with SD. Philips Ell & Gross, 
54 Welbeck Street, London, Wr. 

Wildy, Michael Charles William, with *Deloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London, EC2. > 

Willey, Gerald Jeffrey, with Crew, Turnbull & Co, 1 George 
Street West, Luton. 

Williams, Allan, with Parsons & Jolliffe, Belvoir House, 
45 Chepstow Road, Newport, Monmouthshire. 

Williams, Frederick John Sidney, with Clark, Battams & 
Co, 32 Victoria Street, London, SW. 

Willis, Guy Russell d’Anyers, M.A., with *Barton, Mayhew 
& Co, Alderman’s House, Bishopsgate, London, ECa2. 

Wilson, Arthur Brian, with Viney, Price & Goodyear, 
Empire House, St Martin’s-le-Grand, London, ECr. 

Wilson, John Humphrey Lydiard, with *Price Waterhouse 
& Co, 3 Frederick’s Place, Old Jewry, London, ECz. 

Wilson, Michael Denton, with Spencer, Wilson & Co, 
Equitable Chambers, Central Street, Halifax. 

Wilson, Richard James Mark, p.¥.c., with Harmood Banner, 
Lewis & Mounsey, 3 Lombard Street, London, EC3. 
Wiltshire, Geoffrey Orville, with William S. Ogle & Co, 

Gresham House, Old Broad Street, London, ECa2. 

Winstanley, Harold Keith, with France & Pardey, 23 King 
Street, Wigan. 

Wood, Peter Bruce, 27 Helix Road, London, SW2. 

Woods, Walter Jefferson, with Smallfield, Fitzhugh, Tillett, 
& Co, 24 Portland Place, London, W1. 

Woodthorpe, John Desmond, B.A., with *Hogg, Bullimore . 
& Co, River Plate House, Finsbury Circus, London, 
EC2. 

Woodyer, Alan Raymond, with Blease & Sons, 223 India 
Buildings, Water Street, Liverpool, 2. . 

Wright, Michael Oliver, with *Pannell, Crewdson & geen 
9 Basinghall Street, London, ECa2. 
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Wright, Norman Gainsford, with Winter, Robinson, Sisson 
& Benson, 27 Grey Street, Newcastle upon Tyne, 1. 

Wright, Stanley, with *Henry Taylor & Co, Brighton 
Chambers, Victoria Square, Cleveleys. 

Yates, Geoffrey John, with Tribe, Clarke & Co, Albion 
Chambers, Small Street, Bristol, r. 
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Yeandle, Henry Square, with Slater, Dominy & Swann, 
Sussex House, Hobson Street, Cambridge, 


(Not in England or Wales) 
Walker, William Derek, with *Deloitte, Plender, Griffitas, 
Annan & Co, Charter House, P.O. Box 138, Ndola, 
Northern Rhodesia. 


NOTES AND NOTICES 


Personal 
Messrs Percy F. Warp & Co announce that as from 
September ist, 1951, Mr THomas S. Lopes retired 
from the firm, and that the practice will be carried 
on by Mr JOHN ARTHUR Crisp, F.c.a., and by Mr 
Ivor CHARLES STOREY, A.C.A., who has been admitted 
as a partner. 

Messrs Ancus, War & Co, Chartered 
Accountants, of 8 Crosby Square, London, EC3, 
announce that they have admitted to partnership, as 
from September "et, 1951, Mr DONALD ARTHUR 
BLOFIELD, F.C.A., who has been for many years in 
practice in the City of London. 

g Professional Notes 

ive K. B. Howell, a.1.M.7.A., D.P.A., senior assistant 
county treasurer to the Lancashire County Council, 
has been appointed deputy county treasurer. Mr 
Howell, who ts a native of Glamorgan, was formerly 
county treasurer of Merioneth and was first appointed 
to the staff of the Lancashire County Council in 1946 
as chief audit officer. The post carries a salary of 
£1,700 rising by £75 per annum to a maximum of 
£2,000. 

Mr W. G. Orriss, A.s.A.4., who has been chief 
accountant of the Road Transport and General 
Ansurance Co Ltd for the past thirty years, has been 
appointed secretary of the company as from October 
‘Ist next. 


Worshipful Company of Farriers 
` CHARTERED ACCOUNTANT INSTALLED AS MASTER 


At a recent quarterly court of the Worshipful 
Company of Farriers, Major G. A. Warley, F.C.A., 
was installed as Master of the Company for 1951-52, 
with Mr Oswald Lewis, M.A., Professor J. B. Buxton, 
M.A., F.R.C.V.S., and Mr Deputy S. R. Walker, c.c., 
as War-ens. His Grace the Duke of Devonshire, and 
Mr Montague Berryman, K.C., were elected to the 
court, 


Merger of REES Institutes 


The Institute of Industrial Administration, which 
has worked for many years to foster the scientific 
study of management, has been merged with the 
British Institute of Management and all members of 
the LI.A. become Founder Members, Associates or 
Students of the B.I.M. B.I.M. membership is not 
intended to constitute a professional qualification 
and the LIA has therefore been incorporated as a 
general management professional institute within the 
framework of the B.I.M., its membership being open 


only to members of the B.I.M. The LIA in effect 
thus becomes the professional wing of the BIM. 
The Institute of Industrial Administration was 
fougded in 1920 with the general aim of developing 
the science and technique of industrial administra- 
tion. The British Institute of Management was 
established in 1947 on the advice of a committee of 
industrialists headed by Sir Clive Baillieu, then 
President of the Federation of British Industries. 
Both institutes are non-political and concerned solely 
with management practice and education. The terms 
for merger between the Councils of the two bodies 
required ratification by the written consent of at least 
75 per cent of the total membership of the LIA. and 
this percentage was achieved in the astonishingly 
short time of a little over a week after the issue of the 
voting papers. The many centres and groups of the 
LIA. throughout the country will remain intact. 


Double Taxation Relief: Norway 
Instruments of ratification of the double taxation 
relief convention between the United Kingdom and 
Norway were exchanged at Oslo on August 31st, 1951. 
The terms of the convention have already been 
published as a draft statutory instrument. 


Register of Industrial Premises 


The Board of Trade announced on July 2gth last 
that the Government had decided to create a small 
organization under Sir Philip Warter within the 
Board of Trade, which would be responsible for the 
establishment of a Control of Factory and Storage 
Premises in the event of an emergency. This organiza- 
tion is now the Factory and Storage Premises (De- 
fence Planning) Division. 

One of the first tasks of the Division is to bring 
up to date its register of industrial premises, and 
soon industrialists throughout the country will be 
receiving, from Board of Trade Regional Controllers, 
a letter asking them to supply certain basic informa- 
tion about their premises. However, by limiting the 
approach to firms occupying a floor space exceeding 
5,000 sq. ft., and omitting those industries which 
are already heavily committed to the rearmament 
programme, only about one-third of the industrialists 
throughout the country will be asked to complete 
a short questionnaire. 

The Board of Trade wishes to assure industry 
that the information obtained through this appeal 
will be regarded as strictly confidential and only 
used for the purposes of the register as an essential 
Dart, of the country’s defence plans. 
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. Inter-American Conference on Accounting 


The Second Inter-American Conference on Account- 
ing will be held at Mexico City from November 12th 
to 16th next, when it is expected that accountants 
from about twenty nations in the Western Hemisphere 
will attend. 

The theme will be “The accountant as a factor in 
world economic development’. Specific topics will 
include accounting terminology, education, and pro- 
fessional ethics; technical problems in accounting and 
auditing; impact of fluctuations in the purchasing 
power of money; public finance; accounting for spegial 
industries; and cost accounting. A programme of 
entertainment is also being arranged. The Fournd® of 
Accountancy, New York, says that the American 
Institute of Accountants expects to send a large 
delegation. 


Co-operative Societies’ Finance 
Financial details of co-operative societies for the 
years from 1940-1950 are presented in a statistical 
summary! recently issued by the Registry of Friendly 
Societies. The details have been gathered from the 
annual returns of distributive and productive societies 
(other than agricultural societies) registered under 
the Industrial and Provident Societies Acts, 1893 to 
1928, and are classified in two sections: (1) retail 
societies, and (2) wholesale and productive societies. 

At the end of 1950 there were 1,110 retail societies 
with a membership of 10,527,587 — over a quarter of 
a million more than in the previous year and nearly 
two million more than in 1940. Sales during 
1950 amounted to £599,865,000 compared with 
£296,963,000 in 1940, and dividends during the 
year totalled £38,202,000, against {24,411,000 in 
1940. The total assets of the retail societies rose by 
£350,000 during 1950 to £398,925,000-—a figure 
£158,638,000 greater than that of 1940. The assets 
of the 185 wholesale and productive societies fell 
from {222,605,000 in 1949 to {210,903,000 at the 
end of last year; the 1940 figure totalled £128,594,000. 





1 ‘Co-operative Societies: Statistical Summary, 1940-1950” 
H.M.S.O. Ge net. 


Glasgow Transport Inquiry | 
A proposal to appoint an independent panel to 
investigate the operation and financial position of 
Glasgow’s transport system was approved at a recent 
meeting of the City Corporation reports The Scotsman. 
: The Socialist members of the Corporation strongly 
recommended that a committee of inquiry should be 
set up under the Secretary of State for Scotland, but 
the original proposal of Glasgow’s Transport Com- 
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mittee for an independent panel, consisting of a K.C., 
a chartered accountant and a traffic expert, was 
carried by 54 votes to 46. : 


The Nottingham Chartered Accountant 
- Students’ Society: 


LECTURE MEETINGS, 1951-52 


The first lecture in the 1951-52 programme of the 
Nottingham Chartered Accountant Students’ Society. 
is to be given next Wednesday when Mr F. G. Naylor, 
solicitor, will address members on ‘Practical steps in 
the formation of a limited company’. ` ; 
Meetings during the seven months’ session which 
concludes on April 16th, will be held on Wednesdays. 
at the Mikado Restaurant, Long Row, Nottingham 
commencing at 5.30 p.m., though on certain occasions 
they will start at 4 p.m., when there will be two 
lectures, one before and one after tea. The chairman 
of each meeting is kindly providing tea. . s 
The Society’s annual dinner ja to be on Friday, 
November oh, at the Victoria Station Hotel,’ 
Nottingham. FC 
Courses of Lectures on Taxation 
It is proposed to hold, at Kingsway Hall, Kingsway,’ 
London, WCa2, two courses, each of seven lectuies,. 
on taxation law and practice as detailed below. All 
lectures will commence at 6.15 p.m. and will last 
for 1} hours, including time for questions. The 
lectures will take place on Wednesdays and Thurs- 
days, commencing September 26th and zb, ` ` 
Wednesdays. - Commencing September 26th, 1951; 
for advanced students and practitioners.. : 
Lecturers: Mr Percy F. Hughes, a.s.a.a., F.C.LS.; 
Assistant Editor of Taxation, and Mr T. L. Graham, 
AS.A.A., of Taxation. ` iy 
Subjects: (1) ‘Profits tax’, by: Mr Hughes; (2) 
‘Property assessments and claims’, by Mr Graham; 
(3) “The Finance Act, 1951’, by Mr Hughes; 
(4) “Taxation of trading profits’, by Mr Hughes; 
(5) ‘Capital allowances’, by Mr Graham; (6) ‘Con- 
duct of appeals’, by Mr Hughes; (7) ‘Double taxa- 
tion’, by Mr Hughes. - i 
To practitioners the lectures should present an 
opportunity of revising and bringing up to date 
their knowledge of the subject. ` Gef: 
Thursdays. — Commencing September 27th, 1951: 
Introductory and for Intermediate students. CR 
Lecturers: Mr T. L. Graham, as.a.a., and Mr 
J. M. Cooper, a.a.c.c.a., A.C.1.8., of Taxation. 
Subjects: (1) (a) “‘Income-tax reliefs and allow- 
ances’, (b) ‘Schedule A’, by Mr Graham; GG) ‘Sched- 
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ule E’, by Mr Cooper; (3) ‘Schedule D, Cases I and 
Ir, by Mr Graham; (4) “Trading losses and partner- 
"ship assessments’, by Mr°Graham; (5) ‘Schedule D, 
Cases IV and V’, by Mr Cooper; (6) ‘Profits tax, DG 
by Mr Graham; ei ‘Profits tax, Il’, by Mr Graham. 

“These lectures should be found of value to 
students preparing for the various professional 
examinations, supplementing their studies and pre- 
.senting the practical aspect of the subject. 

Fee for each course £1 18; admission cards for the 
lectures can be obtained from Mr Ernest T. Green, 
F.c.c.s., Kingsway Hall, Kingsway, WC2. Telephone 
‘Holborn 8860. Light refreshments at reasonable 
‘prices can: be obtained on the premises between 
5 p-m. and 6 p.m. before each lecture. 


Science in the Study of Administration 


A lecture entitled ‘Science in the study of administra- 
tion’ is to be given at the London School of Economics 
and Political Science, Houghton Street, Aldwych, 
WCz2, on Monday, November sth. The lecturer will 
be Professor W. J. M. Mackenzie, M.A., LL.B., Pro- 
fessor of Government and Administration in the 
University of Manchester, and the chair will be taken 
by Professor K. B. S. Smellie, Professor of Political 
Science i in the University of London. 

"The lecture commences at 5 p.m. and is addressed 
to students of the university and to others interested 
in the subject. There will be no admission charge and 
tickets are not required. 


Recent Publications 


"ug ELEMENTS OF PUNCHED CarD‘'ACCOUNTING, by Harry P. 
Cemach, A.C.A., A.I.L. x+137 pp. 84X54. 185 net., Sir 
Isaac Pitman & Sons Ltd, London. 

THE LEASEHOLD PROPERTY (‘TEMPORARY PROVISIONS) ACT, 

+ yost, by T. J. Sophian, Barrister-at-Law, and G. E. 

, Llewellyn ‘Thomas, Barrister-at-Law. xii+84 pp. 

E 94 X 5. 12s 6d net. Sir Isaac Pitman & Sons Ltd, London. 

\Dzatx Duties, rst Supplement to the Eleventh Edition, by 

© Robert. Dymond, Solicitor, and Reginald K. Johns, 

` LL.B. 56 pp..94 X 6. es net. The Solicitors’ Law Stationery 
Society Ltd, London. 

THe FINANCE "ACT; 1951, by Butterworth’s Legal Editorial 

.. Staff v+77 pp. 94 x6}. 12s 6d net, by post 5d extra. 
Butterworth & Co (Publishers) Ltd, London. . 

METHODS OF WAGE PAYMENT IN Brerrisu INDUSTRY, by 

i: Norman C. Hunt, B.COM., PH.D. viit+160 pp. 18s net. 
` Sir Isaac Pitman & Sons Ltd, London. 

Ce to Economics, Second’ Edition, by Alec 

` Cairncross, Professor of Applied Economics at Glasgow 

: University. viii-+ 592 pp. 9X 54. 18s 6d net. Butterworth 
“& Co (Publishers) Ltd, London. 

MOTORISTS AND THE Law, by K. McFarlane, LL.D., J.P. 
vii+119 pp. 7X4. 55 net. Stevens & Sons Ltd, London. 


Our Contemporaries 


THe FEDERAL Accountant. (Melbourne.) (July.) 
THe CANADIAN., CHARTERED. ACCOUNTANT. (Toronto.) 
(August. ) 
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THE ACCOUNTANTS JOURNAL. (September:) 
- LOCAL GOVERNMENT FINANCE. (September.) 
Te Cost ACCOUNTANT. (September.) ‘Résearch, De- 
velopment and Design Costs’, by H. Tennant, a.c.w.a. 
Other Publications Received 


Tue Law Sociery’s GAZETTE. (September.) 

Tue BANKER. (September.) 

Tue CHAMBER OF COMMERCE JOURNAL. (September.) 

Der WIRTSCHAFTSPRUEFER. (Berlin.) (September.) i 

JOURNAL OF THE ROYAL SOCIETY or Arts. (September.) 

ACCOUNTANCY. (September.) . . 

THE BRITISH MANUFACTURER. (September.) 

BULLETIN oF THE OXFORD UNIVERSITY 
STATISTICS. (August.) 

Economica. (August.) 


SEVENTY-FIVE YEARS AGO 
From The Accountant or SEPTEMBER 23rd, 1876 | 


To the Editor of ‘The Accountant’ 
Public Accountant 

Sir, — I can sincerely endorse your remarks upon the 
use of the term ‘public accountant’ by members of 
the profession. Why should an accountant be more 
‘public’ than a solicitor? Surely, it must be absurd 
that accountants should think they require to 
adjective themselves thus. Did anyone yet hear of a 
‘public solicitor’, a ‘public barrister’, a ‘public 
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doctor’, or a ‘public soldier’? By all means let the 


brass-plate gentlemen dub themselves ‘public’ this, 
that and the other, and let the public take their high- 
flown and self-imposed titles cum grano salis. | would 
advise the public to do so. If a man be an accountant, 
that is, from my point of view, quite sufficient — let 
him be one; but I think there is little to be got out of 
his assumption of such long-winded words as ‘public 
accountant and auditor’, which go merely to fill up 
the vacant space on a brass plate, and appear more to 
advertise outside that .which is sometimes not to be 
found in. I have been an accountant as clerk and as 
official for fifteen years, and should take it as an 
insult to be called a ‘public’ accountant. Is it to be 
supposed that because one man is earning his living. 
with direct communication with the community that 
he should arrogate to himself a title to which another 
employed as an official might perhaps not strictly 
speaking have a claim? This is a sample of those 
detestable ‘petty jealousies which are ‘keeping our 
profession back. And the lawyers know it. If I change. 
my title at all, I shall call myself a ‘public, private, 
official, general, universal, financial, and auditorial 
accountant’. It seems to me, however, i a pity to alter 
a familiar designation unless some real good can be 
effected by the change, therefore I will, until further 
notice, sign myself, 
Yours plainly but emphatically, 
AN ACCOUNTANT. 
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OFFICIAL NOTICES 





Institute of Chartered Accountants in 
England. and Wales 


Examinations 
The next ExAMINATIONS will be held as follows: 
Preliminary November 13th, 14th, rsth and 16th, r951. 
Intermediate November 2oth, 21st and 22nd, 1951. 
Final November 27th, 28th, 29th and 3oth, 195r. 


The Preliminary examination will be held in London and 
Manchester, Entry fee £3 35 od. 

The Intermediate and Final examinations will be held in 
London, Birmingham, Leeds, Liverpool and Manchester. The 
entry fee for the Intermediate examination is £4 4s od and for 
the Final examination £5 5s od. i 

'The prescribed examination entry form, together with the 
appropriate fee, must be received at the Institute NOT LATER 

. THAN 35 CLEAR DAYS before the commencement of any examina- 
tion. Late entries will not be accepted. 

Candidates are advised in their own interests to submit their 
entry forms AS SOON AS POSSIBLE. Entry forms may be obtained 
from the Secretary of the Institute, Moorgate Place, London, 

2. 








‘Merseyside and North Wales Electricity Board 


Applications are invited for the position of Deputy Cnrer 
ACCOUNTANT at Area Board Headquarters in Liverpool, at a 
salary within the range £1,450-£1,750. 

Candidates should be qualified accountants, members of 
recognized accountancy bodies, and have had wide experience of 
modern accounting practices. A knowledge of budgetary control 
and experience in electricity supply or some other public utility 
are also desirable, ` S 
_ The appointment will be superannuable and subject to medical 
examination. 

. _ Applications, on forms obtainable from the undersigned at 
Electricity House, Ref. 7.H, Love Lane, Pall Mall, Liverpool, 3, 
should be returned not late than Friday, September 28th, 1951. 

JAMES RANKIN, 
n . Secretary. 





SE 


East Midlands Gas Board 
Lincolnshire Division 


Group Accountant — GRIMSBY /CLEETHORPES GROUP 


Applications are invited from suitably qualified Accountants for 
the above appointment. The duties will involve responsibility 
for the supervision of the accounting work in the Group and the 
preparation of final accounts, The salary range will be £800-£950 
per annum, the commencing salary to be determined in accordance 
with the experience and qualifications of the successful candidate. 

‘The post is superannuable and the successful candidate may be 
required to undertake a medical examination. 

Applications, stating age, qualifications, experience, present 
appointment and salary, together with the names of two referees, 
should be sent to the undersigned, to be received not later than 
September 27th, 1951. 

A. GWYNNE DAVIES, 

Beverley House, Secretary. 

University Road, 
Leicester. 
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County Council of the West ‘Riding of 
Yorkshire 


County Supplies Department “sy 
APPOINTMENT OF ACCOUNTANCY ASSISTANT 


Applications are invited for the above permanent appointment 
which is subject to the provisions of the Local Government 
Superannuation Act, 1937 (as amended by the West Riding 
County Council (General Powers) Act, 1948), end to the Council’s 
Conditions of Service. 

The commencing salary will be £645 per annum rising by two 
annual increments of £20 and one of £25 te £710 per annum, 

Candidates must have had good general experience of account- 
ancy work, including costing, and must be familiar with the 
principles of internal financial control. 

Preference will be given to persons holding a recognized 
accountancy qualification. ` 

The person appointed will be subject to the immediate control | 
of the Accountant, and will be required to devote his full time to 
the duties of the office. N 

Application forms, obtainable from the Chief Officer of Supplies, 
County Supplies Department, Cliff Lane, Wakefield, should be 
returned not later than October 6th, r951. 








University of the Witwatersrand 


Johannesburg, South Africa 


Applications are invited for appointment to a full-time post of 
SENIOR LECTURER IN MERCANTILE Law on the permanent staff of 
the Department of Law. . 

The salary is on the scale £800 X £40-£1,000 per annum, 


- together with a temporary cost-of-living allowance which atf 


present is {150 per annum for a married man or a person with 
dependants, and £109 As od per annum for others.’ 
f possible, duties are to be assumed on January and, 1952. 

Further particulars and information as to the method of 
application may de cbtained from the Secretary, Association of 
Universities of the British Commonwealth, 5 Gordon Square, 
London, WC, > 

The closing date for the receipt of applications is October 
15th, 1951. 


His Majesty’s Colonial Service 
Hong Kong 
A vacancy exists for a Tax Assessor (Grade I), Inland Revenue 
Department, Hong Kong. Appointment will be either on two 
years’ probation for permanent and pensionable employment or 
on agreement for three years, in the salary scale $1,130 rising 
to $2,248.33 per month (£847 ros od, rising to £1,686 5s od ay 
year approximately). A temporary and variable non-pensionable 
cost-of-living allowance is also payable (at present this allowance 
amounts to $480 a month (£360 a year), at the minimum of the 
scale, for a married officer with children), The point of entry 


into the salary scale will be determined by war service, qualifica- 


tions and experience. - 

Government quarters are provided at a rent not exceeding 
one-eighth of basic salary. Free passages up to five in number are 
provided for the officer, his wife and children under the age of 
18. Leave is granted at the rate of one cay for each week of 
residential service in a tour of four years. 

Candidates must possess recognized accountancy qualifications 
plus accountancy experience gained after obtaining the qualifica- 
tion, or income-tax assessing experience. They should write for 
further particulars and a form of application to the Director of 
Recruitment (Colonial Service), Colonial Office, Sanctuary 
Buildings, Great Smith Street, SW1, quoting reference number 
27042/4/51. 


(Continued on page x.) 





ROYA 


ASSURANCE : 


EXCHANGE 


INCORPORATED A.D. 1720 


Accountants are + 


invited to apply for the 
Corporation’s Agency. 


Hean Orrice: ROYAL EXCHANGE, Lonpon. Branches throughout the Country. 
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ESTABLISHED 1874 
VOL. CXXV NO, 4006 


NATIONAL HEALTH SERVICE 
FINANCE: SELECT 
COMMITTEE’S OBSERVATIONS 


HE Select Committee on Estimates has now published its 

eleventh report which deals with the estimates and accounts 

of the national health service! The report contains a 
general review of the financial structure of the service, and an 
examination of the reasons why the methods employed to secure 
control of expenditure and. check ere have proved 
inadequate. 

One of the chief reasons given for the Se is interference 
by the Ministry of Health which brought about a deterioration in ` 
the position of the regional hospital boards in the matter of 
financial control. Until March 31st, 1951, these boards had the 
power to allow hospital management committees to transfer their. 
expenditure from one sub-head to another, but with effect from 
this date the power was withdrawn and reserved to the Ministry 
of Health. Strong protests by the boards, however, secured ‘a 
compromise for the financial’ year 1951~52, under which the 
Ministry and the boards are both to have power to authorize 
hospital management committees to make such transfers. Another 
reason given is the difficulties experienced by boards in under- 
taking their duty of scrutinizing the accounts of hospital manage- 
ment committees and checking wasteful expenditure. The accounts - 
are not audited by the boards but by the Ministry of Health, who 
send copies of the annual reports of the auditors to the boards. 
But this has sometimes taken place several months after the audit 
and one board claimed that it had to re for the right to see these 
reports. 

Difficulties also exist in connexion with estimates. In the White 
Paper of 1946,” which outlined the structure of the service, it-was 
stated that boards and hospital management committees were to 
enjoy 

‘as much financial freedom — by a system of block Sch budgets 

or otherwise — for local initiative and variety of enterprise as general 

principles of Exchequer responsibility make possible.’ . 
The Committee reports that the present position of boards. and 
hospital management committees is very different from this. The 
reasons of the Ministry for introducing stricter methods of control, 
and for interfering with the powers of regional hospital boards 
were, when analysed, twofold. .In the first place, very large 
1 Eleventh Report from the Select Committee on Estimates, Session 1950-51. 
H.M.S.O. 12s net. 


2 National Health Service Bill. Summary of the proposed New Service. 
Cmd. 6761. 
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supplementary estimates were presented for the 
hospital services in both 1948-49 and 1949-50, 
and it was considered necessary to introduce 
stricter control in order to prevent a recurrence 
of this in 1950-51. In the second place, the 
Ministry considered it to be their duty to ensure 
that different standards were not being applied to 
hospitals in different regions. The boards are still 
expected to scrutinize the estimates of hospital 
management committees before passing them on 
to the Ministry, but the time allowed for this, 
which should be among the most important tasks 
of the boards, is only about six weeks, which is 
totally inadequate. In spite of the system of 
approval of estimates by boards and the Ministry, 
the desired end of closeness of estimating does 
not seem to be achieved. 

Much evidence was given to the Committee by 
both boards and hospital management com- 
mittees tending to show that the strict limitation 
of expenditure to the sub-heads of estimates 
approved by the Ministry was a deterrent to 
economy. A saving under one sub-head may not 
be transferred to another sub-head without the 
Ministry’s consent and since at the end of every 
financial year, the authority to spend any un- 
spent money lapses, the hospital authorities are 
tempted to make their estimates for every sub- 
head as large as possible and then to spend all 
the money allocated to them on what they can 
‘within that sub-head. Coupled with the request 
of hospital management committees to be allowed 
to transfer between sub-heads was the request 
to be allowed to carry over unexpended balances. 
It was urged that hospitals would be more 
economical if they knew that any saving they 
might make on their estimates would not be lost 
at the end of the year. The Ministry of Health 
resisted the proposal on the ground that such a 
system is quite contrary to established principles 
regarding voted moneys other than grants in aid. 
In the event of the introduction of a system of 
grants in aid or ‘block grants’, the authorities 
receiving such grants would automatically possess 
powers of transfer and carry-over. Possession of 
these powers appeared to be one of the main 
objects of the advocates of block grants. For a 
block grant system to be effective, however, it is 
necessary for the grant to be made either of a 
fixed amount or at least in accordance with a 
definite formula for a series of years. 
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The only hospital accounts which are published 
are the summarized accounts presented to Parlia- 
ment with the report of the Comptroller and 
Auditor-General thereon. These accounts, say 
the Committee, are not only out of date by the 
time they are presented —the accounts for 1949-50 
were not published until the end of April 
1951 — but they are also useless as a means of 
studying and checking expenditure. It considers 
that the Ministry of Health should be able to 
prepare their accounts by the statutory date 
(November 30th), and it recommends that the 
Ministry should present them with an analysis 
which would be of real value in examining unit. 
costs in different types of hospitals. 

The Ministry of Health favour the local 
publication of hospital accounts, but the Treasury 
have suggested to the Ministry that the accounts 
should be coupled with the auditors’ reports. The 
Ministry think this would cause difficulties as 
their auditors’ reports have not hitherto been 
designed for public consumption; they fear that 
if auditors know that their reports are to be 
published, they may be less frank in their com- 
ments and may even be influenced by fear of 
actions for libel. The Committee share the view 
of the Ministry that early publication locally of 
the general financial position of hospitals is 
desirable but they hesitate, however, to accept 
any proposal which would limit in any way the 
full freedom of the Ministry’s auditors to make) 
any comments they think necessary, particularly i 
as they are informed that the Çomptroller and. 
Auditor-General relies very largely on the reports 
of these auditors in his examination of hospital 
expenditure. 

It is obvious from the above general summary 
of the report that all is far from well with the 
financial arrangements of the service, and equally 
obvious that an urgent necessity exists for a radical 
change from the niggardly control on a year-to- 
year basis and other ineffective methods. Having 
shackled the service with a rigid system of finan- 
cial control likely to discourage local initiative, 
the Ministry has increasingly shown alarm at the 
rising costs and swollen staffs and in a series of} 
measures has added further shackles which 
appear to have only intensified the problem. As 
the Committee says: ‘The development of the 
health service appears to have reached the parting 
of the ways.’ 
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COMPANIES REPORT 


Te Board of Trade has published the 


general annual report on matters relating 

to companies for the year 1950, the second 
complete year during which the Companies Act, 
1948, was in force. It shows a continuance of the 
decline in new registrations previously noticed, 
although at a reduced rate. The figures for the 
_last three years of new companies are 16,344, 
14,448 and 13,906 respectively. Of the 13,906 
new companies, 13,746 were registered with a 
share capital but only 26 of these were public 
companies, although 36 more were speedily con- 
verted to public companies after registration. 
The total number of companies on the register 
increased further during the year, the number 
dissolved or struck off being only 10,479. Of 

, these only a quarter represented companies 

\wound up in the ordinary way, the remainder 
being moribund companies struck off the register 
as a result of action taken by the Registrar. In 
view of the expense and trouble of forming a 
new company it is strange that more use is not 
made of the device of acquiring the shares in one of 

~these dormant companies, particularly as objects 
clauses may now be altered without difficulty. 

_ Winding-up petitions dealt with by the Court 
numbered 658, against 604 in 1949, and 464 

orders (against 413) were mace, another indica- 

Don of the altered economic situation. It is 
interesting to recall that in 1944 only 44 orders 
were made. Voluntary liquidations numbered 
2,013, a decline on the previous year. The swing 
from public to private companies continues. Just 
under 60 per cent of the latter had the status of 
exempt private companies, 177 having acquired 
it under the proviso to Section 129 of the Com- 
panies Act. In relation to the remainder, the 
Board of Trade have authorized the appointment 
as auditors of 403 persons whe are not members 
of a ‘recognized’ body of accountants. Roughly 
half of these hold overseas qualifications, the 
remainder having practised in this country before 
August 6th, 1947. 

7 Once again the Board of Trade had to veto as 
many as 6,000 new names as being undesirable, 
80 per cent of them being too like names already 
on the register. Obviously this problem will in- 
crease as time goes on. Over 1,600 companies 


were allowed to change their names during the 
year. There was a sharp increase in prosecutions 
for offences under the Companies Act, the total 
being 286 against 180. This was probably due 
not so much to an increase in the incidence of 
default as to a stiffening attitude on the part of 
the authorities. The chief failure was in the 
lodging of annual returns, for which there were 
124 prosecutions, against 54. When this figure, is 
compared with the 7,953 companies struck off a 
moribund under Section 353, it is clear that 
proceedings are taken for this kind of lapse in 
only a small fraction of the possible cases, a fact 
which goes far to temper the severity of an Act 
which bristles with penalty provisions. Failure 
by voluntary liquidators to file accounts produced 
63 prosecutions, failure to keep a register of 
directors and secretary produced 44. There were 
two successful prosecutions for the improper use 
of the word ‘limited’ and only one for failure to 
keep proper books of account, from which it 
would appear that the task of showing a ‘true and 
fair view’ of the state of the accounts of over a 
quarter of a million companies has been ade- 
quately performed. 

` Applications to appoint inspectors numbered 
83 but appointments were made in only eight 
cases. Earlier investigations resulted in proceed- 
ings in two cases, one resulting in acquittals and 
the other in convictions. The comparative 
minuteness of these figures reflects great credit 
on the business community in general and 
emphasizes the fact that but for a very tiny 
minority of dishonest persons the Companies 
Act could be made very much simpler and less 
onerous. The right of the public to inspect 
company files is by no means a theoretical one; 
it was exercised some 315,000 times in 1950, a 
fact which may surprise even those who are 
familiar with the bustle of the inspection room at 
Bush House. 

The Board of Trade collected nearly £14 
million in capital duty in 1950, and over £200,000 
in fees, and received over 502,000 documents for 
filing. Perhaps the most depressing change in 
this year’s report is its price. The last report, 
published in December and of the same length, 
cost sixpence; the present one costs ninepence. 
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THE ACCOUNTANT IN INDUSTRY 


Proposed New Qualification in Management Accounting 


ants has just announced the following 

proposed alteration in its grades of 
membership which, if adopted by its members, 
will create a new and distinctive qualification in 
management accounting: 


Members of the Institute of Cost and Works 
Accountants have before them a scheme to 
establish the Fellowship grade of the Institute as 
a qualification in management accountancy. This 
scheme, when approved, will provide a qualifica- 
tion of high standing that will benefit the account- 
ancy profession as a whole and provide reliable 
evidence to industry of competence and experience 
in management accountancy. 

The Institute will thus award two grades of 
membership, viz. the Associate member, as at 
present, for a qualified cost accountant, and the 
Fellow member for a qualified management 
accountant. Both grades of membership are, as in 
the past, open to members of other recognized 
professional accountancy bodies. 

Post-war experience has emphasized the import- 
ance of the dynamic functions of the accountant 
in industry in providing management with the 
means of efficient day-to-day control of the opera- 
tions of a business undertaking. In recent years, 
industry has made increasing use of the cost 
accountant’s activities, while new techniques of 
management accountancy have been developed, 
standard costing and budgetary control systems 
and the provision of control statements to operating 
departments and in consolidated form to top 
management are being more and more widely 
employed. 

The trend in industry today is towards inte- 
grated systems of accounts, combining both the 
newer management accounting functions and the 
financial accounting functions under the control 
of one person, competent in the techniques of 
both. 

It is clear that the holders of key appointments 
in industrial accountancy must be fully qualified 
men with wide experierice of the requirements of 
managements. While Associate membership of the 
Institute of Cost and Works Accountants has long 
been recognized as the appropriate qualification 
for the cost accountant and indicates that the 
holder possesses a good part of the knowledge 
required by the management accountant, no recog- 

‘nized superior qualification is offered by any 
professional’ body to indicate overall competence 
and adequate experience appropriate to the senior 
appointments in management accounting. 

The. award of Fellowship of the Institute of 


Ts Institute of Cost and Works Account- 


Cost and Works Accountants in management 
accountancy will provide this qualification. 
Fellow membership under the scheme will be 
open to all Associate members of the Institute and 
to members of other accounting organizations, 
provided they pass the Institute’s Fellowship 
examination in those subjects not adequately 
covered by their own examining bodies and comply 

with the conditions laid down, which prescribe a 

minimum age limit of 26 years, evidence of five 

years’ experience in, and current engagement in, 

a responsible position in management accountancy. 

Hitherto, the Institute has existed as a specialist 
body confined to the field of costing and, as 
such, has been careful not to encroach on the 
work of the accountant in general practice. It 
now considers that, as the training and back- 
ground of its members already go a long way 
towards providing an overall qualification in 
management accounting, this proposed extension 
of its activities is a logical development, justified 
by the ever-increasing demand for highly skilled 
accountants in industry. 

The standard of competence expected of 
candidates for membership of the Institute has 
always been commendably high and there is no 
reason to doubt that to become a Fellow, if the 
scheme is adopted, will be a meritorious achieve- 
ment. Whether, however, it will secure for its 
possessor quite the distinctive advantage which 
the announcement implies remains to be seen. 
This is an age of specialization, and the careful 
blend of the academic and the practical in the 
training afforded by the principal accountancy 
bodies strengthens character and stimulates initi- 
ative, both of which are essential to the successful 
management accountant. 

As we have so frequently urged, the alte 
aim of the accountant, whatever his angle of 
approach to the profession he has chosen, should 
be efficiency and any objective move to encourage 
this ideal must be welcomed. The Council hopes 
that, as in the past, many members of other 
accounting bodies will seek to avail themselves, 
of the further qualification the Institute offers, 
A number of points — among them the scope of 
the examinations and the status of existing 
Fellows — await clarification, but full particulars 
will no doubt be forthcoming in due course. 
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EASING AN EXECUTOR’S BURDENS 
) by A. R. ENGLISH, A.C.A. i 


The author suggests steps which the owner of a family business might take to 
reduce the difficulties his executor may face when seeking to raise funds for the 
payment of estate duty. 


Difficulties Created by Finance Act, 1951 
N my article ‘Finance for executors’, con- 
ie was given to the position of an 
executor of an estate the main asset of which 
was shares in an unquoted company.! The 
difficulties brought about by the necessity to 
raise substantial amounts for estate duty were 
considered and suggestions as to the means of 
liquidating such liabilities were advanced. Since 
the writing of that article, a new Finance Act 
has become law and certain fiscal sanctions have 
been imposed upon the redemption of bonus 
issues which were suggested as a means by which 
„the necessary funds could be raised. 
| Under the Finance Act, 1951, bonus issues 
are to be treated as distributions for the purposes 
of Section 35, Finance Act, 1947, as‘and when 
redeemed or, in liquidation, repaid. Although 
this may appear to be an impediment to the issue 
of bonus shares or debentures, it should not be 
-regarded as an insurmountable obstacle. In the 
original article it was suggested that the issue by. 
way of bonus of redeemable shares or debentures 
was designed to produce an investment attractive 
to the institutional investor. It should not, how- 
EE be imagined that such an investor would 
insist on a redemption date merely to secure 
repayment at a given time, but rather that he 
wished to limit the period or term of an invest- 
ment with a view to being able to renegotiate at 
stated times under the conditions then ruling. 
In consequence, it is extremely unlikely that a 
company in which an institutional investor holds 
a block of redeemable shares or debentures would 
be put in jeopardy by the enforcement of the 
redemption provisions. 

If, during the life of the investment, the com- 
pany has prospered and through expansion has 
not the liquid resources available to redeem at the 
due date, the company should have no difficulty 
in raising funds even, as would be extremely 
unlikely, if the original investor were not willing 
to extend his interest in the company for a 
further term of years. In fact, it is hardly con- 
ceivable that any factor other than unprofitable 
trading or inépt management would cause the 





1 The Accountant, March 3rd, 1951. 


holder of redeemable securities to bring about 
a position which might give rise to liquidation. 

Nevertheless, it has to be admitted that the 
Finance Act, 1951, has made more difficult the 
position of an executor of an estate holding large 
blocks of unquoted shares. It therefore behoves 
all business men who might, by default of 
immediate action, place their executors in such 
a position, to consider carefully the course to 
adopt during their lifetime. 


Living Shareholders to take Precautionary 
Steps 


Since the owner of shares in an unquoted com- 
pany has in most cases far greater flexibility of 
manoeuvre than his executor is likely to have, it 
is usually easier to prepare and negotiate schemes 
for the provision of the necessary finance in the 
autumn of life rather than to wait until death 
intervenes. If, during the course of the negotia- 
tions for the provision of the funds with which to 
pay the expected estate duty, the owner is able 
to arrange his affairs in such a way as to reduce 
the potential liability to estate duty, he will be 
conserving a valuable business as well as saving 
his executors much financial worry. Unfortun- 
ately, Finance Acts view with disfavour attempts 
at conservation and in consequence, all arrange- 
ments to save éstate duty must be considered in 
the light of the various enactments designed: to 
raise the maximum amount of duty for the State. 


Basis of Valuing Unquoted Shares: : 


Before discussing the steps the living shareholder 
might take, a review of the basis upon which 
shares in unquoted companies are now valued 
for estate duty purposes should be helpful. 

It is not’ proposed to make an historical study 
of the various enactments between 1894 and ‘the 
present day, but to confine comments to the two 
Acts which affect most vitally the position of a 
shareholder in a company whose shares are not 
quoted on a recognized stock exchange. 

` The Finance Act, 1894, paneer in Secon 7 
(v) that 

‘the principal value of any property shall be esti- 

mated to be the price which, in the opinion of the 
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Commissioners, such property would fetch if sold 
in the open market at the time of the death of the 
deceased.’ 


From time to time the executors of estates 
holding unquoted shares have sought the help of 
the Courts in determining the value of such 
shares, particularly in cases where the shares are 


under a disability regarding transfer. An early 


case (Attorney-General (Ireland) v. Jameson 
([1g05] 2 Ir. R. 218) gave the executor no 
relief because, by reason of rights of purchase 
given to other members under the company’s 
articles of association, the shares in question 
were not saleable in the open market. In the 
succeeding years a number of such cases came 
before the Courts, culminating in 1937 in the 
House of Lords case, CJR v. Crossman ([1937] 
A.C. 26). Here, after hearing many expert 
witnesses, a valuation on the footing that ‘the 
whole world was hypothetically there, making 
hypothetical bids’ was established. The House 
of Lords further decided that the basis of valua- 
tion was by reference to past and future dividends 
and the return offered by quoted shares in a 
company of the same class, with a deduction to 
cover the difficulties inherent in marketing an 
unquoted share. 


To the majority of shareholders of private. 


companies Section 55, Finance Act, r940, as 
amended by Section 47, Finance Act, 1946, has 
far greater importance, for here is laid down the 
basis of valuation of shares in or debentures of a 
company passing on a death after June 27th, 
1940, if at any time during the five years prior to 
that event the deceased: 


(a) had control of the company or 


(b) was entitled to more than one-half of the 
total dividends declared or interest accrued 
due by the company, or 


(c) owned one-half or more of the aggregate 
nominal amount of shares in or debentures 
outstanding, provided that no other person 
had at the same time control of the com- 
pany. 

Considering the section in detail, it will be noted 
that it relates to shares and debentures deemed to 
pass at death. Hence, shares and debentures the 
subject of a gift inter vivos fall within its scope. 
This can be a great source of hardship when the 
present owner is a minority shareholder, since 
unless otherwise provided by the will, the reci- 
pient of such a gift is personally liable for the 
duty thereon. This minority disability can extend 
to the deceased’s estate as well, for the rules above 
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quoted apply to a status, not at the date of death, 

but at any time during the five years ending with 

death. It is thus possible to have a number of 
blocks of shares owned by various interests all 

valued on the assumption of a control no longer 

vested with them. 


Definition of Control 


Having studied the importance of the time factor, 
it is necessary to consider the evidence required 
to establish that control was vested with the 
deceased. Subsection (3) of Section 55 enacted 
that control of a company is established if the 
deceased had 


‘(a) the control of powers of voting on all ques- 
tions, or on any particular question, affecting 
the company as a.whole which if exercised 
would have yielded a majority of the votes 
capable of being exercised thereon; or 

(6) the capacity to exercise, or to control the 
exercise of any of the following powers, tha 
is to say, the powers of a board of directors or | 
of a governing director of the company, power 
to nominate a majority of directors or a 
governing director thereof, power to veto the 
appointment of a director thereof, or powers 
of a like nature; 

or if he could have obtained such control or 

capacity by an exercise at that time of a power 

exercisable by him or with his consent.’ 


In the subsection itself, there is no definition 
of the word ‘control’. Accordingly, help must be 
sought from various decided cases. To the writer’ sy 
mind, the most important of these is the national | 
defence contribution case, British American 
Tobacco Co Ltd v. C.I.R. (29 T.C. 49) in which a 
controlling interest was established through a 
series of companies. On the arguments of this case, 
control can be evidenced in a most indirect 
manner. Although this position may be unusual in 
most private companies, it is a danger which 
should never be overlooked. 
` More frequently, control arises through the 
giving under the articles of special powers to the 
position of governing director. The creation of 
such a post was very common in articles drafted 
in the early part of the present century and any 
shareholder occupying such a position would be 
well advised to have such an article rewritten a 
the earliest opportunity. 

Having established that the shares or deben- 
tures haye to be valued under Section 55 the 
next step is to consider the basis of valuation. 
In brief, it can be the value of the company sold 
as a going concern, including goodwill, or the 


- September 29th, 1951 


aggregate sale price of the individual assets. 
Relief has to be given for all liabilities and 

[ deferred and contingent liabilities have to be 
valued on a reasonable basis. Having regard to 
the decision in Duffy ([1948] 27 A.T.C. 324) 
the reserve for future income-tax cannot be 
deducted as a liability. To date there has been 
no judicial pronouncement on the correct treat- 
ment of the contingent liability arising from 
profits tax non-distribution relief received prior 
to death. In. practice, it is understood that a 

.. concessional deduction may be claimed. 

1 With these piecemeal valuations of assets and 
present-day inflation, it can be appreciated that 
extremely high values can arise even in the case 
of businesses showing comparatively modest 
profits. 


Quotation on Stock Exchange 


Since to defer any steps -until the death of an 
important shareholder may involve the break-up 

y Df the business, more and more accountants are 
being asked to advise on the course of action a 
client should pursue during his lifetime. 

The obvious step is to take advantage of 
Section 55 (4), Finance Act, 1940, which enacts 
that 

‘This section shall not apply to the valuation of 
shares or debentures of a class as to which permis- 
sion to deal has been granted by the committee of 

a recognized stock exchange in the United King- 

dom and dealings in the ordinary course of business 

on that stock exchange have Seen recorded Kee 

r the year ending with the death of the deceased. 

( To secure full protection under the Gebees 
` above given, dealings must be recorded in each 
type of investment held by the deceased. As 
regards the London Stock Exchange, permission 
to deal usually necessitates. the making available 
to the market, in the case of placings of at least 
25 per cent and, in the case of introductions, of 
at least 10 per cent of the nominal amount of the 
investment under issue, provided that, in the 
latter case, there are already in existence forty 
to fifty holders of the security in question. 

In the case of a shareholder who has made 
substantial gifts of shares. or debentures this 
may be impossible without "he goodwill of the 
donees. There is, in addition, the further diffi- 
culty of seeing that ‘dealings in the ordinary 

4 course of business’ have been recorded during 
the year ending with the dezth of the deceased. 


As was indicated in the previous article, the ` 


costs of raising on a stock exchange a relatively 
small amount, say £20,000-{£30,000, may be pro- 
hibitive. With the proposed limitation of divi- 


THE ACCOUNTANT 


287 


dends, there is the further danger that the 
potential yield which can be offered may make 
a small issue, with its limited market, quite 
unattractive to investors of the type usually 
interested in such investments. 


Interesting the Institutional Investor 


Thus, inevitably, the owner of a company 
wishing to cover his liabilities to estate duty is 
forced to recapitalize the business in a form 
attractive to the main buyer at the present time 
of long-term investments, i.e. the institutional 
investor. In this connexion the additional 
liability to profits tax arising on the redemption 


of a bonus issue has already been considered. 
Anyhow, such an issue cannot exceed £50,000 


in any one year unless permission is obtained 
from the Capital Issues Committee. 

Although, at the present time, applications 
for bonus issues by the capitalization of accumu- 
lated revenue reserves are, in the case of most 
medium-sized companies, regarded sympathetic- 


-ally by that Committee, they appear to have set 


their minds firmly against bonus issues arising 
from the capitalization of capital reserves created 
by the revaluation and consequent writing-up of 
fixed assets. Whilst it is possible to appreciate 
the motives dictating this policy, it is very hard 
on the taxpayer to find himself precluded from 
creating shares to represent the present-day 
value of assets, especially as his estate at death 
would be valued for estate duty purposes at such 
prices. 

Fortunately for the taxpayer, there are means 
of avoiding this impasse. Even if the proposed 
issued capital exceeds £50,000 there is no neces- 
sity to seek Capital Issues Committee consent for 
the formation of a company to take over an 
existing business. Article 3 of Borrowing (Con- 
trol and Guarantees) Order No. 945 of 1947 
provides: 

(3) This article shall not apply to money raised 
by the issue by a private company of shares to the 
vendors or the nominees of the vendors of any 
undertaking sold to the company if 

(a) the shares are all fully paid; and 

(b) the money raised is cash forming part of the 

assets of the undertaking or cash which has 
been paid to the vendors as, or as part of, 
the purchase price of the undertaking.’ 


It will thus be seen that subsection (3) allows 
for the formation of the new company without 
restriction as to the price paid for the assets of 
the vending company. Thus, fixed assets can be 
sold at present-day prices. 
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Taxation Complications 


Although this procedure can create a company 
with a capitalization in line with present values, 
it envisages the ultimate liquidation of an exist- 
ing company and, in consequence, possible 
additional liabilities to sur-tax, profits tax and 
income-tax. Reviewing these taxes separately, 
the following difficulties can be expected and 
perhaps overcome. i SE 
A direction to sur-tax under Section 21, 
Finance Act, 1922, as amended, can be made by 
the Special Commissioners in respect of the 
income for the last accounting period of any 
company falling within the scope of that section, 
since, by virtue of Section 31 (4), Finance Act, 
1927, such income is ‘deemed to be income for 
that period available for distribution to the 
members’. 

The harshness which this rule would involve 
has been mitigated by concessional treatment in 
cases where the liquidation of the existing com- 
pany is solely designed to effect a capital recon- 
struction and does not involve the side-tracking 
of funds into the hands of the shareholders. 
During the debate on the Special Contribution, 
the Solicitor-General said: 

‘I can give bim Che assurance that where the 
liquidation takes place for the purpose of recon- 
struction or amalgamation and not for the purpose 
of withdrawing funds from the company, in other 
words, that it is a genuine amalgamation or recon- 
struction, it was not during 1947-48 the practice 
of the Special Commissioners to make a direction 
in respect of the income for the final period.’ 
This practice still continues and in conse- 

quence, the shareholders in a company likely to 
be liquidated to complete a genuine reconstruc- 
tion scheme need not fear a direction in respect 
of the last accounting period. 


Special Profits Tax Relief 


Having thus disposed of this particular sur- 
tax problem, the question of profits tax becomes 
of importance. Again, relief is made available to 
the taxpayer, party to a genuine reconstruction. 
Since the original company would be liquidated 
and its assets, now only shares in the new com- 
pany, distributed to its members, a distribution 
charge equal to the aggregate non-distribution 
relief already received would fall on the original 
company under the provisions of Section 36 (1), 
Finance Act, 1947. Relief, however, from this 
liability is given by subsection (4) of the same 
section which enacts: 


1 Hansard, June 22nd, 1948, Columns 1254-5. 
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“Where ` 

(a) as part of a scheme of amalgamation or 
reconstruction a trade or business carried . 
on by a body corporate (in this subsection | 
referred to, as “the first company”) is trans- 
ferred to another body corporate (in this 
subsection referred to as “the second com- 
pany”); T 

{b) the consideration for the transfer consists 
wholly or. mainly of shares in the second 
company... 


the provisions of this Part of this Act shall apply ; 
subject to the following modifications, that is to d 
say: : 

(i) Any distribution of those shares to any 
person in a winding-up of the first company 
shall, notwithstanding anything in subsec- 
tion (1) of this section, not be deemed for the 
purposes of the last preceding section to be 
a distribution to that person; and 

(ii) in considering what distribution charge, if 
any, falls to be made on the second company, 
any difference on which non-distribution~ 
relief for chargeable accounting periods f 
before the transfer was given to the first 
company or other person assessable to profits 
tax on the profits of the trade or business of 
the first company shall, except so far as it 
has already operated to increase a distribu- 
tion charge on the first company, be taken - 
into account as if it had been a difference 
arising in relation to the second company on 
which non-distribution relief had been gtven 
to that company, and shall also be taken into 
account, in the case of the last chargeable 
accounting period of the second company, ` 
„5o as to increase the amount which, for the » 
purposes of paragraph (c) of subsection (1) ` 
of the last preceding section, is to be treated 
as not a distribution of capital.’ 


In short, this section postpones the profits tax 
liability on what is in effect a bonus issue until 
the last chargeable accounting period. Accord- 
ingly, if part of the purchase consideration is 
satisfied by the issue of redeemable preference 
shares, the prior redemption of such shares 
does not give rise to an immediate additional 
profits tax liability, since Section 31 (5) (b), 
Finance Act, 1951, which deals with the effect 
on profits tax of capitalization of reserves, enacts 
that 


‘where the body corporate, society or other body 
has acquired any business, undertaking or property * 
for full consideration, any loan capital or redeem- 
able preference shares issued by the body cor- 
porate, society or other body in or towards pay- 
ment therefor shall be deemed for the purposes of 
this subsection to have been issued for full con- 
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sideration paid in cash to the body corporate, 
society or other body.’ 


Saving of Profits Tax 

It should not be overlooked that when the 
liability to profits tax so deferred becomes pay- 
able, the rules laid down in the Sixth Schedule, 
paragraph (3), Finance Act, 1951, bring the 
original non-distribution relief into charge at the 
rates applicable to the old company, whereas, if 
there had been a simple bonus issue, the profits 
tax arising from redemption thereof would be 
related primarily to the rates nearest to the date 
of redemption. Accordingly, a position could 
arise whereby a bonus issue made in part from 
pre-profits tax profits, i.e. accumulated prior to 
December 31st, 1946, would be subject in its 
entirety to profits tax on redemption whereas if 
advantage is taken of Section 36 (4), Finance 
Act, 1947, the liability would be limited to the 
actual non-distribution relief received to the 
date of the reconstruction. l 

Although the relief offered under Section 
36 (4), Finance Act, 1947, is restricted to cases 
in which the consideration is wholly or mainly in 
shares, it would appear that if in order to provide 
a security attractive to a particular investor a 
debenture must be made available, this may be 
done and the above-mentioned relief secured 
by the issue of a bonus debenture prior to the 
formation of the second company. Thus, on the 
reconstruction, the new company assumes this 
and probably other liabilities as part of the 
trade or business transferred to it, and still 
satisfies the requirements that the consideration 
must consist wholly or mainly of shares in the 
new company. 

It would also appear that since such debenture 
was taken over as part of the purchase considera- 
tion, the redemption thereof would not rank as 
a distribution. Nevertheless, it must be under- 
stood that this relief is only a deferment of a 
liability, albeit perhaps, a very long-term de- 
ferment. 


Saving of Estate Duty 
Before passing from the subject of profits tax, 
consideration must be given to the advisability 
of securing the maximum non-distribution relief. 
Until it has been established that for the pur- 
poses of Section 55, Finance Act, 1940, as 
amended, a deduction as a liability will be 
allowed for all non-distribution relief received, 
it would appear to be to the advantage of the 
taxpayer’s estate, if circumstances are such that 
the valuation of the shares must be under the 
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terms of that section, to see that the affairs of the 
company are so arranged that as little non- 
distribution relief as possible is outstanding at 
any time. This will of course reduce the assets of 
the company and in consequence the value of the 
shares passing at death. 

If such a position were established by way of 
loans regarded as a distribution under Section 
36 (1) (c), Finance Act, 1947, there would be the 
danger that the Estate Duty Office might seek 
to value ae an asset the refund of profits tax 
which would arise upon the repayment of such 
loans. 

Deferred Liquidation 

Lastly, when considering the question of 
liquidating a company and forming a new com- 
pany, the increased liability to income-tax in 
consequence of the cessation and new business 
rules must not be overlooked. If, in order to take 
advantage of Article 3 of Borrowing (Control 
and Guarantees) Order No. 945 of 1947, it were 
necessary to liquidate immediately the vending 
company, the operation would have in many 
cases to be held up until the profit trend were 
such as not to give rise to material increases in 
income-tax liabilities. In practice, provided this 
liquidation is not deferred unreasonably, a holding 
company may be formed under this article to 
acquire in the first instance the shares of the 
original company in exchange for its own shares. 
If this procedure is adopted, the date of the 
liquidation of the original company can be fixed 
at a time which should not give rise to penal 
additional income-tax liabilities. 


Conclusion 
Despite the assurances in the recent White 
Paper on Estate Duty and Family Businesses,1 
most accountants view the effect of estate duty 
on the affairs of many clients with concern. 
This article endeavours to draw attention to the 
steps available to a business man who wishes to 
arrange his affairs so as to facilitate the closing of 


_ his estate at death. Although to many clients no 


subject is more distasteful and one which must 
be approached with the greatest tact, there is no 
reason why the practising accountant should 
avoid this question in discussion with his clients. 
Indeed, he would be shirking his duty if, in many 
cases, he did not point out the financial problems 
arising on death. To the many accountants facing 
this unenviable task, this article is addressed in 
the hope that some of its thoughts may be of 
assistance. ; 
1 Cmd. 8295. 
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WEEKLY NOTES 


The King 


The encouraging news conveyed in the daily bulletins 
of his doctors, that the King is slowly gaining 
strength following his operation for lung resection 
at Buckingham Palace last Sunday, is received 
with the greatest relief by the entire community 
at home and oversea. 

Although general anxiety regarding His Majesty’s 
health will continue until it is known that all danger 
has passed, the present good news of his progress 
reinforces the sincere arid ardent hope of the profes- 
sion that His Majesty’s recovery will be speedy and 
complete. 


Tax Treatment of Retirement Benefits 


Difficult and technical as its terms of reference are, 
the Millard Tucker Committee on the Tax Treat- 
ment of Retirement Benefits will not be lacking in 
expert advice or assistance in coming to its con 
clusions. S 

In addition to the evidence already reviewe 
in this journal, two helpful memoranda have been 
submitted by the Council of the Institute of Actuaries 
and the Faculty of Actuaries in Scotland. As the 
Council says, provision for retirement and for 
_ dependants is a subject with which actuaries are 
concerned in their professional capacity. Their views 
are therefore worthy of special consideration. It is 
interesting to note that the Council is in broad 
agreement with the general principles set out in the 
joint report of the Federation of British Industries, 
the Association of British Chambers of Commerce, 
the Life Offices Association, and the Associaticn of 
Superannuation and Pension Funds, subject to some 
modifications. This joint report was reviewed by us 
on August 25th last. 

The Institute of Actuaries also associates itself 
with the representations made to the Chancellor 
on March ist, 1949, by the Law Society and 
The Institute of Chartered Accountants regarding 
the effect of present taxation on the retirement and 
recruitment of persons engaged in private practice. 
As regards the transition to any new scheme of tax 
relief, the Council makes a special plea for sympa- 
thetic treatment of existing funds and schemes whose 
solvency may depend on the continuance of the con- 
cessions at present enjoyed by them. 

The Faculty of Actuaries in Scotland puts forward 
proposals which also resemble those made in the 
joint report referred to. As regards ordinary endow- 
ment insurance, the Faculty boldly suggests that 
although the tax exemption of lump-sum receipts be 
continued, full exemption be also allowed for the 
income applied in premiums. The Faculty has a 
special word for controlling or part-time directors, 
recommending that any privileges granted to em- 
ployees of their companies in relation to pension 
schemes should also be enjoyed by them. : 


Brass-foundry Productivity Report 
The report of the British brass-foundry industry team 
which visited the United States last year under the 
auspices of the Anglo-American Council on Pro- 
ductivity, published this week, is the longest of the 


series so far, containing 173 pages and almost as many . 


illustrations.t d 

The constitution of the industry in the United 
States, the team states, is the same as in this country, 
being made up of a large number of relatively small 


foundries. While Great Britain is superior in tech” 7 


niques, the output per man-hour in America is 
greater because of the stronger incentive in that 
country to earn; the closer relationship between 
management and employees; better layout and 
design; the maximum use made of mechanical aids 
to conserve effort and of methods of standardization, 
simplification and specialization; the use of patterns 
and core-boxes of high quality and accuracy; willing- 
ness to buy new plant and to try out new methods; 
and, finally, because of the attention given to plan~ 
ning, welfare, safety and housekeeping measures. 
The team recommends. that to obtain increased ` 
productivity in this country the Government should 
seek to rekindle the spirit of adventure in both 
management and workers, and that the industry should 
promote a greater incentive to earn more among all 
levels of its members by the introduction of bonus 
and profit-sharing schemes. Particular attention, also, 
should be given by management to plant layout, 
production planning, the use of mechanized appli- 
ances and the possibilities of specialized methods. 
Relations between employers and men should be 


tinually receptive of new ideas and techniques. The 


4 


close and harmonious and both sides should be Te) 


British worker, the team concludes, should make up 
his mind whether he wants security and leisure or a 
better standard of living. The latter, it maintains, can 
be obtained only by effective work, industriously 
applied. 


Much of the report is necessarily technical but the - 


sections on American working conditicns, labour 
relations and welfare and those on planning, costing 
and incentives, have a wide application and, for this 
reason, will be studied with interest by executives in 
other industries. Not everyone will agree unreservedly 
with the team’s conclusions, but for the clarity with 
which these have been set down there can be nothing 
but praise. 


Coal and Steel Shortage 
The slow rate at which coal production overtakes, 
consumption and so allows stocks to be but up for 
the winter is still causing grave concern. The stock 
position is slightly better than at this time last year. 





1 Copies of the report (price 7s 6d, post free), may be 
obtained from the Anglo-American Council on Produc- 
tivity, 21 Tothill Street, London, SWr. 
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At the close of the week to September 8th, the latest 
date for which coal stock figures are available, stocks 
were LE million tons against 13-7 million in 
September 1950. The safety point to be achieved by 
November when the winter season starts is 18 
million tons. There is therefore a considerable way 
to go. 

The major industry most likely to feel the first 
serious impact of a coal shortage would be steel. 
Last year the steel industry’s import programme for 
scrap was seriously interfered with by the demands 
made on shipping at the last moment to import coal, 
and the same could happen again if a decision to 
import large quantities of coal were taken at the 
last minute. Also the steel industry is going to require 
more coking coal next year (which will cover the 
second half of the ‘coal winter’) to provide coke for 
pig-iron production. A large increase in pig-iron 
production is scheduled for next year which in turn 
‘Is expected to provide more iron for steel production. 
Even at present, coke deliveries are below allocation. 
The industry is also worried that the large cuts 
which have been made this year in the quota of coal 
for export — cuts which look like remaining for some 
time, remove a valuable bargaining counter for 
obtaining supplies of scrap and r-ch ores. Maintained 
supplies of scrap are particularly necessary for those 
plants not situated on ore fields, or on exhausted ore 
fields, and the industry generally is becoming 
increasingly dependent on high-grade imported ores 
for technical reasons. 

Much of this raw material diificulty for the steel 
industry is short-term. But that "e no consolation for 
an industry which has to plan its production through 
the coming winter months on some very complicated 
hypothesis about raw material imports and coal 
‘exports. The impression is growing that steel, like 
electricity, will have little contrcl, before the spring, 
‘over the short-term factors influencing production. 


Raw Materials Talks Begin 


The Commonwealth conference on raw materials 
was opened on Monday. In a Press conference 
afterwards, the Lord Privy Seal said that the purpose 
of the meetings was to focus attention on raw 
materials shortages in anticipation that something 
practical would come out of their deliberations. 
Nothing could be more non-committal than that. 


The Ministers seem to have skated delicately over 
general questions of raw materials prices and the 
long-term supply problems of commodities and the 
manufactured articles which will be sold in exchange 
for them. Nothing was announced from early sessions 
at the conference table which could in any way 
jembarrass those conferring or could signify that 
‘any particular country had taken up a certain attitude 
which it might later have to modify. 

Evasive generalities such as this are not uncommon 
when a Commonwealth conference is in session. 
They do not mean that conversations have been 
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other than forthright nor that the conference is 
proving abortive. 

There will in fact be plenty of opportunity for 
frank and useful discussion when it comes to con- 
sideration of individual commodities — talks which 
started after this issue had gone to press. The avoid- 
ance of wild price movements and the establishment 
of ‘reasonable’ prices for such materials as copper, 
lead, manganese, nickel, cotton, rubber, sulphur and 
pyrite, tin, tungsten and molybdenum, zinc and wool 
(all of which will be covered by the conference) could 
provide a massive agenda. Add to this the other items 
on the paper which include such important and 
controversial matters as capital exports and British 
export prospects and it is clear that the conference 
could do a major job of work — if it has a mind to do it. 


Trade Gap Difficulties 


The trend of import and export prices for the month 
of August was published last week. They show that 
for the third month in succession there was an 
improvement in this country’s terms of trade. Briefly, 
there has been a continued increase in the level of 
export prices over the year so far and since June, a 
slight fall in import prices. 

This improvement has some way to go, however, if 
the pressure on this country’s balance of payments 
position is to ease. It is now clear from the trade 
figures available for the first eight months of the 
year that the dollar problem is back with all its old 
virulence. The special conditions which operated 
last year when rising prosperity in the United States 
allowed this country and the rest of the sterling area 
to earn large quantities of dollars simultaneously 
have now passed. The very prosperity which pro- 
vided the impetus in 1950 has been the cause of a 
reversal of the position in 1951. American buying has 
raised the prices of key raw materials to such a level 
that the countries of western Europe are faced with a 
serious external trade position in the third quarter 
of this year. 


Western Europe (this country is a particular case 
of a general problem) is faced with the need to press 
on with its defence programme, provide exports to 
help meet the import bill, and to make as small 
inroads as possible for political reasons into the 
standard of living. The Chancellor of the Exchequer 
referred to the need to consider once more restric- 
tions on imports when he spoke on Tuesday about 
the dollar gap. 


The usual signs of impending trouble are already 
in evidence. The sterling-dollar rate on the ‘free’ 
market has been going against the pound and the 
presence of similar problems across the Channel has 
been underlined by continued discussion about the 
need to re-value further the French franc. 

So far as this country is concerned, the scope of 
the problem will be more clearly measured when the 
next figures are released dealing with the state of 
the dollar and gold reserves. 
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FINANCE AND COMMERCE 


Having indulged in a minor ‘fling’ following the 
announcement of the election date, stock markets 
have relapsed into their former state of uncertainty. 
The prospect of the use of the rate of interest as a 
deflationary weapon, following a change of govern- 
ment, is one of the major points of discussion in 
stock markets now. 

Two colonial issues — British Guiana and Nigeria — 
and the latest agricultural mortgage operation have 
increased the borrowing tempo and have indicated a 
rising rate trend despite an attempt to ‘pinch’ the 
market in the latter case. These issues are considered, 
in some quarters, to pave the way for larger scale 
borrowing after the election. 

` At present the authorities seem loath to depart 
from the actual 34 per cent interest rate and prefer 
to adjust terms by shortening life and by greater 
discount at issue. If, however, some of the State 
industrial corporations are to come to the market, 
as they are expected to do, it may be necessary to 
offer 3# per cent for the sake of the length of 
borrowing. 

Given an unchanged government after the election, 
such a policy seems probable and given a changed 
government it can be regarded as virtually inevitable. 
To a lesser or a greater degree, therefore, the trend 
towards higher interest rates must continue. If 
political events prove that the greater degree is the 
more likely event, there may well be fundamental 
change in the stock market structure as a whole. 


Cohen Accounts 


Mr George Cohen, chairman of George Cohen, Sons 
& Co Ltd, maintains that omnibus legislation must 
often provoke injustice, since it takes no account of 
special considerations applying to particular cases. 
The Government, he says, should realize that 
directors of large and old-established industrial con- 
cerns, being fully mindful of their heavy responsi- 
bilities, can be relied upon to pursue voluntarily a 
prudent financial policy. 

This company, makers of heavy engineering equip- 
ment, maintains ‘orthodox practice’ in its fixed assets 
valuation. Mr Cohen, on this subject, refers to those 
companies which have taken account of the falling 
value of the pound by earmarking reserves for specific 
purposes and have, in certain instances, “departed 
from traditional methods of valuation of assets’. 

If funds are adequate to cover all responsibilities, 
as is the case with this company, the precise method 
of presentation of the accounts assumes secondary 
importance, Mr Cohen maintains. ‘An extra pro- 
vision for depreciation computed at current replace- 
ment costs over the anticipated life of the assets,’ Mr 
Cohen continues, ‘would almost certainly prove in- 
appropriate for our requirements during the next 
few years. Additionally, a “Stock replacement 


reserve”, he states, ‘could only be calculated on 
information available at a particular time and would 
stand to be falsified by changes in the composition of 
stocks due to alterations in designs and methods or 
other causes.’ ge? l 

The board therefore provide for the future in free 
reserves, preferring the advantage of retaining flexi- 
bility in their utilization. ‘Nor have we revalued our 
fixed assets, says Mr Cohen, who thinks it is quite 
conceivable that predatory fingers might be pointed _, 
at the notional reserves created by revaluation of ` 
assets as ‘large untapped sources of wealth’ remaining 
untaxed. 


Supplementary Information 


Whatever views one may have on accounting for 
inflation, there can be no doubt that the George Cohen 
company shines in the quality of information given 
as supplementary to the accounts. A certain portion 
of this material is included with the reprint of the 
company’s accounts provided this week. The simpli 
fied group profit and loss account is particularly ; 
useful. Note that it opens with the turnover figure for 
the group with comparison against the previous year 
and fits into quite a small space. 

Another useful section of the supplement which 
cannot be included in the reprint is the ‘Summary 
of activities and profits’, which identifies the elements 
in the group, their main activities and the form of 
industry in which they are engaged and in addition 


` shows in a final column the profit which the separate 


groups, parent company, subsidiaries mainly engaged 
in merchanting, and those mainly engaged in manu- 
facturing, contributed to the group total. \ 


Triplex Policy 


The directors of Triplex Safety Glass Co Ltd, 
(chairman, Sir Graham Cunningham) have meta- 
phorically speaking, torn up the Government’s White 
Paper on dividend control and recommend an in- 
creased dividend for the year to June 3oth, 1951. In 
so doing they present a not unreasonable case. 

Profits are up from £186,306 to £246,759, of which 
£153,404 (62 per cent) is taken in taxation, leaving a 
net profit of £93,355. The recommended dividend of 
15 per cent, against 124 per cent, requires £50,961 net. 

In support of their action the directors point out 
that the reason attributed to the need for fixing divi- 
dends has been declared to be the psychological effect 
on labour in view of the rise in the cost of living. But, 
they say, in effect that does not apply in the case of 
Triplex because ‘some time ago the board declared 
it as their intention to increase wages from time to 
time in accordance with the rise in the cost of living 
index and indeed have given such increases during 
the current year’. Moreover, the trade unions with 
which the company has wage agreements have 
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DIARIES. 





No. 3A DESK 

Three days on each page with all information. Stiff straw- 
board cover. (län. x 73in. 14s 6d including purchase tax 
and postage. 


No. 6 DESK 


Two days on each page without information. Stiff straw- 
board cover. 84in. x 5din. 9s 3d including purchase tax 
and postage. 


POCKET EDITION A 


Three days on a page with all information. 5%in. x 3łin. 
14s 6d including purchase tax and postage. 


DE LUXE POCKET REFILLS 


Three days on a page with all information. 5jin. x 3ġin. 
13s including purchase tax and postage. 


DE LUXE CASES FOR REFILLS 


Good quality leather, lettered in gold on front, lined with silk. Two 
loose fiaps, elastic in centre to accommodate the refill. Fitted with 
leather strap and button fastener at side. 17s 6d post free. 


Order Form 


d Gee & Co (Publishers) Ltd, The City Library, 27-28 EE St, London, EC2 
MONarch 5347-8 


' Please Supply 


B Insert the number of each item required. 


Desk No. 3A | Desk No. 6 | Pocket Diary | De Luxe Refills! De Luxe Cases 
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d Netgen 
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Pocket Diary and Reference Book 


The latest edition of the above useful publications have 
been thoroughly revised and brought up to date. The 
information includes Company Liquidation and Bank- 


ruptcy Timetables; Companies’ Statutory Requirements; 


Exchange Tables for dollars, francs, kroner, florins and 
rupees; Income-tax and Sur-tax Rates; Schedule of 


. Depreciation Allowances; Grossing-up Table and Tax 


Ready Reckoner; Professional Fees; Directories of 


Accountants’.and Accountant. Students’ Societies and 


Public Offices in London; Stamp Duties; Licences; 
Depreciation Tables; Logarithms; Annuity Tables; 
Weights and Measures; Maps of London. Areas, 
Theatreland, principal provincial towns and Under- 
ground Railways and many other features. 
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` CEE & COMPANY Toast LTD- 
Publishing Offices? E 
The City Library, 27-28 Businghall Street, ECZ Monarchs 
4 Dripes Carens, 
Edis Ey Monarch 4066-7 


` Printing Works? ` 
The Priory Press, London Read, St. Albans, Herts, St. Albans 1848-4 
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3A Desk Diary and Reference Book 


ALL THESE QUESTIONS ARE ANSWERED ` 

IN THE TAXATION SECTION: 

What are the Income-tax Rates and Allowances for 
1951-52? What is the Profits Tax? What are Tax Reserve 
Certificates? What is the rate of depreciation allowed on 
aircraft engine manufacture, machine tool manufacture, 
wrought iron manufacture? 


ALL THESE QUESTIONS ARE ANSWERED 
IN THE STAMP DUTIES AND LICENCES SECTION: 
What is the stamp duty on a hire-purchase agreement, 


_an accident insurance policy, a marriage settlement, or 


a marketable security? What are the present death duties 
and entertainments duty? What is the cost of a gun 


licence, a hawker’s licence, or a money-lender’s licence? 
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The Accountants’ No. 6 Desk Diary 


This Diary contains 244 pages, including 196 pages ruled feint for Diary portion, 
Monthly and Quarterly Summary, with Time Summary pages at end. The ideal 
Appointments Diary for the desk of the busy practitioner. 
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SIMPLIFIED GROUP PROFIT AND LOSS ACCOUNT 


























£ 
y Total Capial invested by Stockholders S the parene 
i 1951 vd 1950 Com sia 4,132,000 
Group Turnover .. Sit. POS =. £11,889,000 / £9,6/8,000- Lewes Applicable to Preference Stock ` ae d 1,688,000 
Payments to Outside Suppliers for Goods Total Capital invested by Ordi Stockhold "Leit 
and Services 8,519,000 ` 6,830,000 | L i EE SCH 
Net Wages and Salaries ‘approx. D 00 N R A Dividend of 23 per cent on the Nominal value of Ordinary 
p paton) a 2,194,000 3 2, 39,990 . tock is equivalent to 5 65 per cent on the total Capital 
ae e Sé Séi E 156,000 >. 160, Yy vested by Ordinary Stockholders. 
Le SN ee ze 152,000 


Earnings applicable to Ordinary Stock (l.e. after deduct- 
ing Preference Dividend and Profits Tax thereon) .. £742,000 













Net Profit (Including Ge E 






able ta Minariey terests 
£1,000) . Percentage of those earnings to Total Capital Invested 
= by Ordinary Stockholders: 
i Taxation of Profits Z D VS cid H 223,000 ; 
Net amount paid to Stockholders approx. D Lol Before charging Profits Tax P gk sie 30:49 
| ` 3,000 persons). 112,000 104,000 d . % 
„Other Appropriations 22,000 19,000 (b) After charging Fronts Tax, ëng, a ol 
‘Amount set aside for Replacement and distribution Se. ete: 19-5% 
Development xà 208,000 7,000 


£868,000 £353,000 


-a 





























This Is what has happened during the year. This is what happened between April Ist, 1947, and March Als, 1951 
NET NEW FUNDS: NET NEW FUNDS: £ £ E 
zener deducting costs, the net new funds utilized in the business were as Increase In Capital (including premiums) 2 571,000 
t £ Trading. Profits .. =i Gë Së 2,653,000 : 
Profi oe Sa oe Ka Ce 847,000 ess Taxation "en DÉI -. 1,566,000 
Kee, Sëch OD by ee file 515,000 Net Dividends . . DÉI Sé 401,000 
Appropriations e 12 133,000 eee. Oher Appropriations sen CEPR oon ney 
A —-—- 613,000 
199,000 Profits on Sales of Fixed Assets a 52,000 
Profits on Sale of Fixed Assets etc. D SR 22,000 Post-war E.P.T. Refund a Bé 13,000 
l £221,000 £1,249,000 
THESE FUNDS WERE APPLIED AS FOLLOWS: £ at 
Extensions to, and Purchases of, Buildings, Blant APPLIED AS FOLLOWS: £ £ 
and Vehicles R 201,000 Extensions to, and Purchases of, Buildings, Plant, A 
Less Provided out of Depreciation DÉI de 152,000 and Vehicles Sé .. 1,224,000 
49,000 Less Provided out of Depreciation és EN 495,000 - 
*Additional Working Capital a on a 172,000 729,000 
EI *Additional Working Capital af SS ‘is 520,000 
een £1,249,000 
D a 
ADDITIONAL WORKING CAPITAL was employed as follows? *ADDITIONAL WORKING CAPITAL: We g 
Reduction in Overdraft wa Se gé Ve . 431,000; A i 
Increase In Debtors .. Se Se Ve sé 642,000. Increase in Stocks .. HI . — ++ 544,000 
we Increase in Debtors ..,  — oe DÉI Së 916,000 
S 1,073,000 d $ ; 1,457,000 
Less Reduction In Stock .. wi E ae 351,000 Less Bank Overdraft . 5 oe ae 222,000 
Reduction In Cash Balance .. 87,000 Reduction in Cash Balances ` 104,000 
Increase in Amounts set aside for Taxation.. 340,000 Increase in amounts set aside for Taxation | 342,000 
Increase in other Creditors KS os 123,000 Increase In OtherCreditors DÉI as 269,000 . 
——— 905,000 937,000 
£172,000 £520,000 








approved the company’s attitude on the question of. such as The Lord’s Prayer on a postage stamp. 
linking wages with the cost of living. Heaven forbid that it should spread to company 
` In these circumstances and so long as the law accounts and we hasten to explain that the Ruston 
permits, ‘the board feel themselves obligated to and Hornsby dual balance sheet occupied 7} inches 
recommend the payment of-an increased dividend square in the original, and not 7} square inches as 


Ecg E EE Se SC s said on page 224 of our issue of September 8th 
ast. 


See in the cost. of living’. 
Stockholders are reminded, however, that if the Money Market 
White Paper is given the force of law, the company’s Applications for the £240 million of Treasury bills 
maximum dividend next year would appear to be offered on September ast totalled £335,885,000, an 
74 per cent. After such plain matter-of-fact speaking, increase of some £3,700,000. Bidding at £99 17s 4d 
the description of dividend control headed ‘Ye Fairie for the Wednesday bills the market obtained 23 per 
'Tayle’, with script and illustrations in accord with cent of stated requiréments. The bills cover the 
‘the title, looks trivial. The space could have been Christmas holiday. This week’s offer is restored to 
better used to give statistical information. ` the £260 million level which ruled at the end of last 
All Square _ month. There is also a call of {25 million- against 
‘There was once a craze for microscopic reproduction ‘Treasury deposit receipts this week. 
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Building Society Interest 
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ele statement representing a true and fair 


Sm, — I think-that the contentions advanced be Mr 
Leigh Bramwell in your issue of September 8th cari 
be answered as follows: a 

1. Where the special arrangement is in force, the 
real value of the building society investor’s dividend 
or interest varies according to the rate of tax to which 
he ig liable. The higher his marginal rate of tax, the 
greater will be his effective gross rate of income and 
the more attractive will the investment be. This is 
illustrated by the following table, which assumes a 
net rate of 2} per cent: 


Investor’s 
marginal rate isd Lsd £sd £sdad 
of tax g nil 3.0 5 9 6 
Dividend ` ` 
Received 250 250 250 250 
Effective ; 
Gross Income 25 0 ° 21211 321 45°38 


2. As the sur-tax payer is always liable at the 
standard rate, the effective return from his building 
society investmerit is always £4 5s 8d per cent and, 
consequently, the adoption of this figure for sur-tax 
purpose$ secures that exactly the same sur-tax is 
paid as would be if the special arrangement was not 
in force. 

3. If Mr Leigh Bramwell’s suggestion were adopted, 
that the amount received be grossed up at the com- 
posite rate, the sur-tax payer would gain at the 
revenue’s expense, as he would be paying tax on 
£3 1s od per cent (£2 5s od per cent grossed up at 
the present composite rate of 5s 3d) instead of on his 
real income of £4 5s 8d per cent. SE 

. Yours faithfully, 


Eastbourne, Sussex. W. A. NEATE, A.C.A. 


‘Stocks, Standards and Variances’ 


Sir, — There is.one point I should like to have clari- 
fied in Mr F. Clive de Paula’s excellent and interest- 
ing article in your issue of September 15th. This point 
concerns the. manner of dealing with opening stock 
in the section ‘Adjustment from cost to market value’, 

The. Companies Act, 1948, specifies that the 
accounts should give a true and fair view of the profit 
or loss for the financial year. Having established the 
market value of trading stock for one year’s accounts, 
and written off the difference between market value 
and cost, surely there can be no question of again 
reverting to original cost when items appear in both 
opening and closing inventories? Such a course 
would involve confusing previous provisions with 
current provisions and clouding any attempt to find 
the true trading. results of a particular period. Once 
the audited accounts have been properly approved 
by the shareholders, the ordinary commercial ‘prac- 
tice is to accept the balance’ sheet as a: final- and 


iew of the business at the balance sheet date. The 
Dec, 0 yriting down trading stocks to market 
KE oo? been squarely faced, and as a general 
ntig can be no retrospective adjustment. 
is he succeeding period begins with its 
trading“Stock correctly valued at the commencing 
date and the result of trading must be measured_. 
from that starting point, and not any anterior figure. 
Whatever figure appears in one set of accounts as 
the market value of closing stock must appear as the 
commencing figure in the next accounts in order to 
arrive at true profit or loss for the next period. To 
give effect to this view, the following is suggested as 
an amendment to the specimen computation of the 
adjustment from cost to market value appearing in 
the article: £ £ 
Sales he m F he XXXX 
Opening stock at market value (as 
valued in the previous accounts) .. 
Add Purchases `. .. Ce 
Trading expenses .. Ss 
Depreciation of fixed asse 
Deduct Closing stock: 
(a) Old stock as valued’ ~ 
in opening stock in- 
ventory .. Ss 
(b) New stock (pur- 
chased or produced 
during the current , 
year), at cost 






£x 


; XXX. 
Trading profit (or loss) ia Ae S 
Deduct Provision to reduce stoc eo 
below cost to market value 
Other financial provisions .. 


LXXX 
e H KE 

If the intention of, the specimen computation in 
Mr de Paula’s article is to show both opening and 
closing stocks at cost, then the adjustment to market 
value must be the difference between the amounts 
written off the opening and closing stocks respectively. 
The adjustment would not necessarily be a deduc- 
tion — an addition would be required if the amount 
written off the opening stock was greater than: the 
amount written off the closing stock. However, the 
fact that the specimen refers to.a ‘deduction’ lends 
support to the view that the adjustment is only 
intended to embrace (1) the amount required to 
reduce new stock from cost to market value, plus 
(2) the amount required to- reduce old stock from 
market value at the commencement to market value 
at the end of the period. Indeed, the use of any com- 
mencing stock figures other than the previous closing 


Distributable profit (or loss) for the year 
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stock figures would appear to cast doubt upon the 
accuracy of the previous accounts, and it might be 
very difficult to determine the true cost of old stock. 
Moreover, in the case of sales of old stock at a loss, 
it would be grossly unfair to associate with a current 
period any portion of the loss which had already 
been borne by a previous accounting period. 

The point is of particular importance in connexion 
with perishable and ‘fashionable’ stocks, and especi- 
ally in trades where it is commonplace to carry 
substantial proportions of the trading stock for more 
than a year. Yours faithfully, 

London, Wt. P. LLOYD. 


Sm, — It is not difficult to imagine Mr Clive de 
Paula sitting back and waiting, tongue in cheek, for 
the reaction of those.learned members of the profes- 
sion who love to enter into controversies when their 
pet theories are called into question. 

Having no axe to grind on this subject, and believ- 
ing merely ‘that to be conservative and to be con- 
sistent’ is all that matters providing the method is 
also expedient, it is hoped that a rejoinder will be 
provoked if certain points where there is some slight 
tendency to dogmatism are disputed. It must be 
admitted, however, that the author has shown con- 
summate skill and wisdom in avoiding expressing 
any definite opinions on his own account. 

Firstly, the application of price variance to raw 
material or bought out parts should surely, in theory, 
depend on whether or not stocks are held in respect 
of products already sold at fixed prices. There are 
many contracts now which enable manufacturers to 
increase prices when raw materials and wages rates 
are increased. 

As regards the inclusion of overheads in stock 
valuation, there seems to be no more logical reason 
for excluding administrative overheads than there is 
for excluding fixed works, departmental and general 
overheads. Both include expenditure for activities 
which are essential to the manufacture of the product. 
Then again, selling costs are frequently incurred by 
some companies before production is started, and 
should, therefore, in theory also be included. 

The idea of treating depreciation as a variable 
overhead will make many noble pundits shake in 
their shoes. Nevertheless, it is an interesting idea, 
but should not there be some sort of fixed provision 
to cover obsolescence? 


However, these are only side issues. The point is, 


do we value stock and work in progress at standard 
cost or not? It all depends on what you mean by 
standard cost! If the accountant is wise, he will, in 

his ignorance of technical matters, have taken ‘the 
advice of his colleague, the engineer. This gentleman 
will want realistic standards to help him control his 
manufacturing costs, and these standards will if 
possible have been based on time study. Then the 
labour cost variance may well be in the region of 
20 per cent or more. On the other hand, labour 
costs may form a relatively small part of total 
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cost, as in textiles, so this will not matter so much. 

So we come back to the point where we started, 
namely, ‘be conservative, be consistent and be ex- 
pedient’, and if we can agree on this point, why 
argue? Unless, of course, we believe that change is 
the spice of life. There is something to be said for 
this, but change can only be in one direction. Few 
business men have sufficient patriotic fervour to 
make free gifts to the Inland Revenue in these days 
of gs 6d income-tax, profits tax, dividend limitation 
and the rest. Then the principle becomes ballyhoo 
and the practical consideration is the probable reac- 
tion in the mind of our honourable friend, H.M. 


-Inspector of Taxes, = 


It is only to be hoped that The Accountant will 
contain more articles in its columns which show the 
same degree of clarity and analytical thought about 
industrial accounting problems, concerning which 
far too little is published. 

Yours faithfully, . 

London, Wi. J. N. STEPHENS, a.c.a. 
Sir, ~ Mr de Paula’s article, in your issue of Sep- 
tember 15th, on ‘Stocks, standards and variances’, 
makes no reference to what, in the business I serve, 
has been common practice for many years. All raw 
materials and stock manufactured bear a certain 
starting price or cost at the annual stock-taking. 
When any of this stock is sold, or raw material 
issued from the stores for manufacturing processes, 
the existing prices or costs are used. 

During the year fresh raw material is bought, and 
stock is produced. The following procedure is then 
adopted. The remaining original stock at the old 
price is extended out, and the total value is added to 
the new lot at the new price. The whole quantity is 
then divided into the whole amount and the result 
gives an ‘averaged’ price, which is used for subse- 
quent sales. The same process is repeated when each 
new purchase of raw material is made, and each new 
batch of stock is produced. 

At the end of the year the prices used at the next 
stock-taking are these up-to-date ‘averaged’ costs, for 
raw material, work in progress and finished stock. 
The ‘averaged’ costs are neither the original cost 
price nor current market value. The question of the 
use of the variances in the costs does not therefore 
arise. Yet it is undeniable that such costs cannot but 
result in a ‘true and fair’ profit or loss for the period. 


Yours faithfully, 
London, EC4. A. CURTIS, a..a.c. 


Formation of Holding Company 
Sır, — The directors of six small companies are 
considering forming a holding company. The com- 
bined nominal capital of the companies amounts to 
£40,000. Any comments from your readers on the 
advisability or otherwise of forming such a holding 
company would be appreciated. 
Yours faithfully, 
SECRETARY-ACCOUNTANT. 
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NOTES AND NOTICES 


Personal 


Messrs Tuomas May & Co, Incorporated 
Accountants and Auditors, of Allen House, Newarke 
Street, Leicester, announce that Mr A. C. SHARP, 
AS.A.A.. who has been a member of the staff for 
fifteen years, was admitted as a partner on September 
24th, 1951. 

Messrs Kemp, CHATTERIS & Co, Chartered 
Accountants, of 1 Throgmorton Street, London, 
EC2, announce that as from September 2oth, 
1951, their address will be St Swithin’s House, 
37 Walbrook, London, EC4. Telephone: Mansion 
House 4343. i 

Messrs WALTER Lovatt & Co, of 7 Western Road, 
Hove, 2, Sussex, announce with regret the death, on 
September 13th, 1951, of their founder and senior 
partner, Mr WALTER LOVATT, F.a.c.c.a. The practice 
will be continued, under the same firm name, by the 
remaining partner, Mr GEORGE O. SUTTON, A.C.A. 

Mr Dav Lipson, F.A.C.C.A., announces that on 
September 2gth, 1951, his Oxford Street office will 
be transferred to 20-21 Tooks Court, Cursitor 
Street, London, EC4. Telephone: Chancery 2471. 

Messrs LEIGH & SORENE, Chartered Accountants, 
of 146 Oxford Street, London, W1, announce that 
Mr H Lesu Lawson, who has been associated 
with the firm for a number of years, has been ad- 
mitted into partnership. The name of the firm is 
changed to LEIGH, SORENE & Lawson. 


Professional Notes 


Mr Leslie Hall, a.s.a.a., has been appointed, as from 
September 13th last, finance director of the Nobel 
Division of Imperial Chemical Industries Ltd. 
Mr Hall joined I.C.1. in September 1929 as a member 
of the treasurer’s department and shortly afterwards 
was appointed assistant to the chief accountant for 
the explosives group (later the Nobel division). He 
became chief accountant of the Nobel division in 1943. 

Messrs Bain, Sons & Chatterton Ltd, Incorporated 
Insurance Brokers, of 1-3 Lombard Street, London, 
EC3, announce that the secretary, Mr T. A. Green- 
wood, a.s.a.A., and Mr H. I. Pound, A.C.A., have been 
appointed directors of the company with effect from 
October Ist, 1951. 


Regular Army Commissions for 
Young Accountants 

It has been announced by the War Office that, in 
addition to the opportunities for ex-officers to take 
up short service commissions in the Royal Army Pay 
“ Corps — details of which were published in our issue 
of May roth last-there is now a scheme by which 
qualified accountants between the ages of 21 and 27 
may gain regular commissions in the Corps. 

An important feature of the new scheme is that a 
certain period of time (up to a maximum of two and 
a half years) spent in obtaining approved account- 


ancy experience can count as reckonable army service 1 
for promotion. It will be realized that this is a valu- 
able concession affecting army pay and seniority 
which materially benefits qualified accountants taking 
up a service career. f 

It is felt that the Army, with its present-day 
standards of life at home and overseas, has some- 
thing very tangible to offer in providing the oppor- 
tunity for a life of varied interest with security of 
pay and retired pay, which may be particularly | 
attractive to those- with previous service experiencé | 
or now due for military service. 

The immediate need in the Royal Army Pay Corps 
is for about twenty to twenty-five qualified account- 
ants for whom there is employment in a capacity in 
which their professional qualifications will have 
considerable scope and value. 

Applicants under the scheme must, of course, be 
medically fit for world-wide service. The normal 
length of oversea tours is at present three years and 
almost all R.A.P.C. stations abroad permit of 
families residing there. g d 

Further details of the scheme and rates of pay appear 
in an official announcement elsewhere in this issue. 


The Institute’s Taxation and 
Research Committee 


Mr W. W. Fea, B.A., A.C.A., has been elected chairman 
of the Taxation and Research Committee of The 
Institute of Chartered Accountants in England and 
Wales. , 

Mr Fea is chief accountant of Guest, Keen & 
Nettlefolds Ltd. 


Committee on the Taxation Treatment of 
Provisions for Retirement Se 


Mr R. A. Kinnes, a director of Courtaulds Ltd, has 
been appointed to the Committee on the Taxation 
Treatment of Provisions for Retirement, under the 
chairmanship of Mr J. Millard Tucker, K.C., in the 
place of Mr H. Weston Howard, who has resigned. 

The Committee is now engaged upon the study 
of the written evidence submitted to it. 


Manchester Chartered Accountants 
Students’ Society 


The annual general meeting of the Manchester 
Chartered” Accountants Students’ Society will be 
held on Monday, October 8th, at the Chartered 
Accountants’ Hall, 60 Spring Gardens, Manchester. 
The meeting will commence at 5.30 p.m. and is 
to be followed at 6 p.m. by the first lecture in the 
Society’s 1951-52 lecture programme, This first 
address is by Mr C. F. Millard, 8..(com.), A.C.A., and 
his subject will be “The company secretary’s duties’. 
A selection of other meetings to be held at the 
Chartered Accountants’ Hall is as follows: October 
15th: ‘Incomplete records’, by Mr T. R. Astley, 
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A.C.A.; November 12th: ‘Moral issues confronting the 
accountant’, by Mr R. H. E. Wilkinson, J.P., F.c.a.; 
“November 20th: ‘What is profit? by Mr H. A. 
Briscoe, a.c.a.; November 26th: ‘Relations with 
H.M. Inspectors of Taxes’, by Mr N. G. Comber, 
H.M. Inspector of Taxes; and December 11th: A 
students’ inter-team quiz. 

All these meetings commence at 6 p.m., and light 
refreshments will be available from 5.30 p. m. 


Birmingham and District Society of 
Chartered Accountants 


“The winter programme of meetings of the Birming- 
ham and District Society of Chartered Accountants 
commences on October 25th with an address by 
Mr G. C. Stone, F.c.w.a., on ‘Budgetary control’. 
Other meetings are as follows: November 22nd: A 
discussion with H.M. Inspectors of Taxes in the 
Midland area on questions of general interest, under 
the chairmanship of Mr M. J. Collier, Principal 
Inspector of Taxes. January 17th: An address on 
“The general significance of pound sterling figures 
today’, by Mr J. Clayton, a.c.a. March 20th: An 
address, “The re-grouping of family, fortunes’, by 
‘Mr E ‘Ag Norton, M.A. All these meetings will be 
at the Queens Hotel, Birmingham, at 6 p-m. pre- 
ceded by tea at 5.15 p.m. 
- The Society’s annual dinner is to be held at the 
Grand Hotel, Birmingham, on February 22nd. 

Officers of the Society for the current year are: 

President: Mr D J. Hadley, F.c.a. 

Vice-President: Mr H. James Gittoes, J.P., F.C.A. 

Hon. Secretary: Mr E. C. Turner, T.D., M.COM., 
F.C.A. 

Hon. Treasurer: Mr W. E. Cox, F.C.A. 
— Hon. Librarian: Mr R; B. Leech, M.B.E., T.D., F.C.A. 


à ` Incorporated Accountants’ Newcastle 
upon Tyne and District Society 

An interesting and varied programme of twenty- 
three lectures for the 1951—52 session of the Society 
commenced: in Newcastle yesterday with an address 
by Mr A. E. Langton, LL.B., F.C.A., F.S.A.A., on 
‘Apportionments’. In Newcastle there will be twelve 
lectures, and at Tees-side eleven — seven at Middles- 


brough, three at Stockton, one at West Hartlepool. , 


The latter series begins on Monday at Stockton, 
when Mr Langton will speak on ‘Executorship law’. 
Programmes until the end of the year are as follows: 
At Newcastle: Oct. roth: ‘Bankruptcy’, Mr C. L. 
Lawton, M.Sc. (ECON.), Barrister-at-Law; Nov. 1st: 
‘Profits Tax’, Mr J. S. Heaton, F.s.a.a.; Nov. 23rd: 
‘Group Accounts’, Mr R. Glynne Williams, F.c.a., 
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F.T.LI; Nov. 29th: ‘Schedule D computations’, 
Mr V. S. Hockley, B.COM., c.a.; Dec, 18th: ‘Economics’, 
Mr A R. Ilersic, B.com. At Tees-side: Oct. oth: 
‘Bankruptcy’, Mr L. Lawton, M.sc.(Econ.), 
Barrister-at-Law; Oct. 31st: ‘Profits Tax’, Mr J. $. 
Heaton, F.s.A.A.; Nov. 21st: ‘“Receivership’, MrT. D. R: 
Bensted, F.C.A., F.S.A.A; Nov. 30th: ‘Costing’, Mr 
V. S. Hockley, B.COM., c.a.; Dec, 17th: ‘Economics’, 
Mr A. R. Ilersic, B.COM. 


The Chartered Accountant Students’ 
Society of London 


The President’s meeting will be held at 5.30 p.m. 
next Thursday, October_4th, to hear an address on 
“The King’s Peace’ by Sir Theobald Mathew, K.B.E., 
M.c., Director of Public Prosecutions. The City 
Corporation has granted the use of Guildhall to 
the Society for this meeting and Sir Denys Lowson, 
Lord Mayor of London, has promised to be present. 
The chair will be taken by Sir Harold Howitt, 
G.B.E., D.S.0., M.C., F.C.A. President of the Students’ 
Society. 


, Southend-on-Sea Chartered ` eu 
Group 

About fifty members, students, and friends of the 
Southend-on-Sea Chartered Accountants’ Group 
visited the factory of the Ford Motor Co Ltd at 
Dagenham on September rgth. After an interesting 
tour of all parts of the works, the Group was wel- 
comed to tea in the Ford sports pavilion by Mr L. W. 
Smith, chief accountant to the company. 


Constructional Steelwork Team for U.S.A. 


A team of fourteen representatives of British con- 
structional steelwork, bridge-building and mech- 
anical handling interests, led by Lieut.-Col. H. B. 
Denton, 0.B.£., chairman of Joseph Parks & Son Ltd, 
Northwich, and with Mr J. R. Mackay, c.a., a partner 
in Messrs Peat, Marwick, Mitchell & Co, as secretary, 
sailed in the Queen Elizabeth for the United States 
on September 21st. 

The visit has been arranged under the auspices of 
the Anglo-American Council on Productivity, with 
E.C.A., technical aid, and in common with previous 
productivity teams, the team members represent the 
various levels of the industry. The enterprise has 
been sponsored by the trade bodies concerned. 


Recent Publications 


Fruinc AND INDExING, by O. W. Standingford. 36 pp. 
6X9}. ss net. Office Management Association Ltd, 
London. 

BooK-KEEPING AND Accounts, by Dennis L. Dougan, 
F.S.A.A. V-+530 pp. 10X74. 305 net. Sweet & Maxwell 
Ltd, London. 
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The Institute of Cost and Works Accountants 
RETIREMENT OF Miss M. R. GLOVER 


The meeting of the Council of the Institute of Cost 
and Works Accountants on Friday, September 21st, 
was the occasion of an unusual and pleasing 
little ceremony, when the President, Mr A. W. Muse, 
F.C.W.A., made a presentation to Miss M. R. Glover 
on her retirement after twenty-two years in the 
service of the Institute. 

Miss Glover, who joined the staff of the Institute 
as personal assistant to Mr Stanley J. D. Berger, M.c., 
F.C.1.8., in 1929, has been associated with practically 
every aspect of the Institute’s work and has given 
invaluable assistance in the great amount of organ- 
izational detail resulting from its expansion. For some 
years she has held the positions of Education and 
Examinations Officer and Journal and Publications 
Officer. ` 

Respected and admired by her colleagues on the 
headquarters staff, Miss Glover also carries with her 
the good wishes of the many members and students 
of the Institute whom she has so ably and readily 

- advised and assisted. 

The Council’s gift to Miss Glover was ‘a silver 

tea service, while her colleagues presented her with 
. an inscribed table lamp. 


"Deg Direcror’s VISIT TO SOUTH AFRICA 

Mr Stanley J. D. Berger, M.C., F.c.1.s., director of 
the Institute of Cost and Works Accountants, has 
left for a tour of South Africa where he will visit the 
South African branch and its sub-branches and 
students’: societies. Mr Berger hopes to meet as 
many as possible of the Institute’s members and 
registered students in the Union, and to contact 
government, educational, industrial and other profes- 
sional organizations. He will be away for about 
three months. 


Bristol Rovers Football Club Limited 
INSPECTOR APPOINTED TO INVESTIGATE MEMBERSHIP 
The Board of Trade announce that, on an application 
made to them under Section 172 (3) of the Companies 
Act, 1948, by members of the Bristol Rovers Football 
Club Ltd, holding not less than 1/1oth of the shares 
issued, they have appointed His Honour Ernest H. C. 


Wethered, opp. to act as Inspector to investigate ` 


the membership of the company for the purpose of 
determining the true persons who are; or have been 
financially interested in, or able to control, the com- 
pany, with particular reference to the shares specified 
in the application, and to report thereon in such 
manner as the Board may direct. 
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SEVENTY-FIVE YEARS AGO 
From The Accountant or SEPTEMBER 30th, 1876 


Extract from ‘Notes in Passing’ 
The London Banker 


When the doors of the bank are closed he drives off 
to his mansion at Prince’s Gate or Kensington Palace 
Gardens, and relapses into the private gentleman. 
As a rule, he has a highly-cultivated taste in the 
selection of his furniture, the decorations of his 
rooms, and the choice of his paintings. Chaste in his 
ornaments, and with no sign of gaudiness about his 


a 


fittings, he is oe far from the parvenu as from the- 


poles. He moves amongst the ‘upper ten’, by whom 
he is often courted, as his entertainments are princely 
and so much in accordance with their tastes. His 
park in the country, with its grand old house, has 
descended to him, perhaps through generations, and 
he is as much a country squire as a London banker. 
He frequently has sporting tastes, and follows the 
hounds at least once a week, sitting his horse as 
firmly and taking the leaps as gallantly as any squire 
in the land. Hats are doffed to him as he passes, and 
the rustics regard him with natural reverence as ay 
superior being. 

Altogether, in whatever light viewed, one can find 
something to admire and like in the habits and 
personal ‘characteristics of the London banker. 


Our Contemporaries 


Tue THREE Bans. (September.) “The Lancashire Cotton 
Trade from the Great Inventions to the Great Disasters’, 
by Godfrey Armitage. 


Other Publications Received 
JOURNAL OF THE ROYAL SOCIETY or ARTS. (September.) 
Tue CERTIFIED BooK-KEEPER. (Cape Town.) (September.) 
SECRETARIES’ CHRONICLE. (September.) 
REVISION OG REGNSKABSVAESEN. (Copenhagen.) (August.) ~» 


ANNOTATED TAX CASES - 
Edited by Roy E. BoRNEMAN of Gray’s Inn, Barrister-at-Law 


Published at frequent intervals. Reports of Income 
Tax, Sur-Tax, Profits Tax, E. P.T., Death Duties and 
Stamp Duty Cases decided in the Courts of England 
and Scotland, The reports contain a lucid summary 


of the cases and a full report of the judgments, 
together with explanatory notes on the decisions. 


SUBSCRIPTION 30/- PER ANNUM 
So (past fres) 


` GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL STREET, LONDON, Pe 


MOTOR —— FIRE — CONSEQUENTIAL LOSS 


MOTOR UNION 


INSURANCE 


COMPANY 
10 ST JAMES’S STREET, LONDON, SWi 
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REVENUE AND EXPENDITURE 


AST week the Treasury released figures of revenue and 
| expenditure for the first half of the current fiscal year 
which showed that in several instances the Budget esti- 
mates for 1951-52 are likely to be rather wide of the mark. The 
profits tax, which seems at the moment.to have a somewhat 
uncertain future, showed a marked buoyancy. The estimate for 
the year envisaged an increase over the previous year ef nearly 
£45 million, but the increase actually realized in the first six 
months, over the corresponding period last year, is already over 
£24 million. Even income-tax, which of course is largely collected 
in the second half of the year, showed an increase over the 
corresponding period of £66 million, more than half of which 
related to the three months ended September 30th last. ` 
No excess profits tax was collected in the six months covered, 
although the six months to September 1950 produced nearly 
£8 million. The final winding-up of this tax still proceeds slowly, 
however, despite the fact that it has not been in force for the past 
4% years; the net post-war refunds, after deduction of income-tax, 
amounted to £3,263,587 as against £5,840,939 in the correspond- 


` ing period in the previous year. 


The most remarkable increase for a direct tax is in stamp 
duties which produced nearly £7 million more in the six months 
ended September 30th, 1951, than in the six months ended 
September 3oth, 1950. Over £31 million has already been. collected 
out of the estimate of £5 5 million, no doubt an accurate pointer 
to the general rise in prices. Special contribution has failed to 
decrease as rapidly as was estimated, £ 1,640,000 being collected 
in the six months under review, which is £140,000 more than the 
estimate for the full year. Death duties too were above estimate; 

“The figures for indirect taxes were even more remarkable. 
Customs revenue for the six months was nearly £488 million, an 
increase of £49} million, against an estimated increase of a little 
over £25 million. This hardly bears out the forecasts of a general 
tightening of belts. Excise figures, which cover purchase-tax, 
totalled more than £377 million for the six months, showing, an 
increase over the corresponding period of last year of £284 million, 
despite the estimate of a decline for the full year of over £4 
million. Here is an indication that the export drive is not going as 


"well as was expected, although of course the general rise in the cost 


of manufacture is automatically reflected in the purchase tax. 
Receipts from the sale of war stores, and surpluses from govern- 
ment trading were both well above estimate. 

In contrast with the buoyancy of taxation, expenditure on the 
supply services was lower than expected. Of the total estimate of 
nearly £3,426 million for the year 1951-52, only £1,538 malon 
had been spent in the first six months. 
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SHARE PREMİUM ACCOUNTS 


SHARES ALLOTTED OTHER THAN FOR CASH 
by PETER WHITWORTH, Barrister-at-Law 


out of premiums received on shares, 
which received judicial sanction in Drown 
Gaumont-British Picture “Corporation Ltd 


Te former practice of paying dividends 


v, 


([1937] Ch. 402), was regarded by the Cohen 


Committee? as undesirable. The Committee’s 
recommendations resulted in Section 56 of the 
Companies Act, 1948, which requires the 
transfer of all premiums to a share premium 
account, and in paragraph 2 (c) of the Eighth 
Schedule which requires the amount of this 
account to be shown in the balance sheet. The 
provisions relating to reduction of capital apply 
to this account as if it were paid-up share 
capital, except that it can be applied in paying 
up bonus shares, paying premiums in redemp- 
tion of redeemable preference shares or deben- 
‘tures, or writing off preliminary expenses or 
the expenses (including commission and dis- 
count) of an issue of shares or debentures, 
Premiums received before the commencement of 
the Act, to the extent that they form an identifi- 
able part of the company’s reserves, are to be 
similarly dealt with. The substantial object of 
the section is thus to prevent a company from 
paying away admitted premiums in dividends and, 
as ancillary thereto, to require such premiums to 
be separately stated in the accounts. 


Shares Issued Other than for Cash 
Doubts have been expressed as to how far the 
section applies where shares have been issued for 
a consideration other than cash. The section 
clearly contemplates the possibility of a premium 
in such a case for it applies to all shares issued 
‘at a premium whether for cash or otherwise’: 
Once the existence of a premium is established, 
it must be precisely quantified. Of course no 
question could normally arise when ‘the cash 
value of the assets accepted by the company was 
stated in the agreement. The excess, if any, of 
such’ cash valuation over the nominal value of 
the shares issued as fully paid would prove the 
existence of a premium and would at the same 


time quantify it, unless it could be shown that ` 


the consideration was illusory or the contract a 
sham, as to which see below. 





i Report of the Committee on Company Law Amendment, 
Cmd. 6659. H.M.S.O. 


a 





| Where the stated value of the assets handed 
over to the company equals or exceeds the 
nominal value of the shares, but the contract 
provides also‘that the vendor is to confer further 


advantages on the company as additional con- ` 


‘sideration for those shares, then these further’ 


advantages logically represent a premium upon 
which it will be necessary for the directors to 
put some value, and to credit the share premium 
account accordingly. 

A contract for the allotment of shares for a 
consideration other than cash may contain on 
its face no indication of the value-of the con- 
sideration other than the sum expressed to be 


paid up on the shares so allotted. In those circum- | 


stances, can the question of a share premium 
arise, and if so, to what extent is the auditor 
put upon inquiry by extraneous matters? 

Where the allotment took place before July 


„Ist, 1948, and there was no credit to reserve in 


respect of a premium, then it would seem that 
the question of a share premium account in 
respect of that allotment could not now arise in 
any event, for it is difficult to see how the reserves 
could include a premium, identifiable or other- 
wise. : 
Arguments for the Existence of a 
Premium 
In relation to an allotment made after June 30th, 


1948, the argument that there is a premium may 


rest on one of two grounds. Where the shares 
allotted rank part passu with a larger number of 
existing issued shares whose market value is 
well above par, it might be argued that the con- 
sideration must necessarily be worth more than 
the nominal amount of the shares. On the other 
hand, the shares allotted may represent substan- 
tially the whole of the issued capital of the com- 
pany so that their market value, when issued, is 
largely determined by the value of the considera- 
tion. Extraneous evidence of the market value of 
the consideration could then be used to show that 


it was above the nominal value of the shares and 


that there was therefore a premium. Both these 
arguments should be regarded with caution. In 
the writer’s opinion it was not the intention of 
the framers of Section 56 that every contract for 
the issue of shares for a consideration other than 
cash should be scrutinized o sec whether, by 


} 
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reference to facts which may not even have been 

„present in the minds of the contractors, some 
element of premium can be inferred so as to 
bring the section into operation. Nor do the terms 
of the section impose such an obligation. 


Case Law on the Issue of Shares at a 
Discount 


In this connexion it is well to bear in mind the 
line of cases dealing with the alleged issue of 
shares at a discount or for no consideration. In 
“those cases the question was not whether the 
company had kept proper accounts, but the more 
serious one of whether the shareholders were 
liable for calls on the shares. Even so, it is well 
established that where shares are issued for a 
consideration other than cash, which is not 
expressly stated in the contract as being less than 
the nominal value of the shares, the Court will 
not inquire into the adequacy of that considera- 
-tion unless it is illusory or the contract is a sham. 
\(Re Wragg Ltd ([1897] 1 Ch. 796); Re Innes & 
Co Ltd ([1903] 2 Ch. 254).) 
To quote Lord Greene in Craddock v. Zevo 
Finance Co Ltd ([1944] 1 All E.R. 566), at page 
o: 
ý ‘It is true as a general proposition that, where a 
company acquires property for fully-paid shares 
of its own, the price paid by the company is, prima 


facie, the nominal value of the shares. It is for: 


those who assert the contrary to establish it.’ 


Shares of High Market Value 


‘Taking first the issue of shares pari passu with 
“others having a stock exchange value above par, 
to quote Lord Greene again (ibid. page 569): 
‘Published market quotations, which often relate 
to quite small and isolated transactions, are 
notoriously no guide to the value of investments of 
this character... / 

These quotations are the result, not of an 
expert valuation, but of the interplay of all kinds 
of influences acting upon the minds of all kinds 
of investors, rational and not so rational. More- 
over, it is almost certain that the issue of further 
shares of the same class will affect the price of 
the existing shares, usually, although not neces- 
sarily, downwards. 

If stock exchange quotations, although conven- 

-tionally adopted for many purposes including 
estate duty, are not a reliable guide, then how 
much tess reliable are other indications such as 
the break-up value of the company’s assets or the 
price at which similar shares are offered to the 
public. In the case of a public issue, the price 
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fixed is little more than a guess of what the 
sufficiently large section of the public can be 
induced to pay and is in any case higher than the 


price which the vendor himself receives. 


Even if it were admitted on all sides that the 
shares allotted automatically assumed a market 
value above par, it does not follow that this value 
is received for them. There is no obligation on a 
company to issue its shares at a premium because 
they are saleable at a premium in the market 
(Hilder v. Dexter ([1902] A.C. 474), Lord Davey . 
at page 480). Indeed it is difficult to see how there 
could ever be an assumption that a premium was 
being taken without any independent evidence of 
the value of the consideration itself. 


Restrictive Covenants 

To take a near-topical example, if a motor 
manufacturing company issues shares to an em- 
ployee in return for a restrictive covenant, it 
is open to the parties to fix the value of the 
covenant either at the nominal value of the shares 
or at their higher market value. In either case the 
sum so adopted must surely govern the question 
of premium or no premium for the purposes of 
the company’s accounts. Of course the Inland 
Revenue may assess the employee on what is 
subsequently shown to be the market value of the 
shares in his hands, but that is another matter. 


Profits Applied in Paying Up 

Bonus Shares 
Prosperous companies sometimes issue bonus 
shares to their members, ranking pari passu with 
existing shares which stand well above their par 
value. Nevertheless the almost universal pro- 
cedure is to pay for the shares by applying 
accumulated profits in an amount equal to the 
nominal value of the shares. It would be idle to 
argue that the company had received any pre- 
mium as a result of such an operation. On the 
other hand it seems to be equally open to a com- 
pany to apply accumulated profits, in an amount 
exceeding the nominal value of the shares, in 
paying them up at a premium, even though 
issued shares of the same class may be standing 
below par in the market. Such premium would 
then be subject to Section 56. In short, the com- 
pany is master of the situation; it can convert its 
profits either into capital in the ordinary sense 
or into the special kind of capital that goes into 
the share premium account. Incidentally, either 
course is equally unfortunate for tenants for life 
under trusts, for profits so applied go to the 
remaindermen. 
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- Consideration for Shares Exceeding their ` 
, Nominal Value 

Where there is independent evidence of the value 
of the consideration given for the shares the 
argument in favour of a premium, although on 
stronger ground, is still not conclusive. If, as is 
established by the many cases on the issue of 
shares at a discount, it is open to any company to 
miake a bad bargain by issuing shares for some- 
thing whose value proves to be less than the 
nominal value of the shares, then a fortiori it 
may make a good bargain, by taking assets which, 
although shown in the contract to be equal in 
value to the nominal amount of the shares issued 
for them, eventually prove to be worth much 
more. Just as there is no discount in the first case, 
so there is no premium in the second. 


The Relevance of ad valorem Stamp Duty 
It may be that the contract for the issue of shares, 
although containing no indication in its terms of 
the value of the consideration (beyond the nominal 
amount of the shares issued as fully paid), bears 
ad valorem stamps from which the value for stamp 
duty purposes may easily be calculated. The 
question then arises as to the extent to which the 
auditor is affected by this stamp duty valuation in 
checking the accuracy of the company’s accounts. 
As a watch-dog he should, of course, be on the 
lookout for shams, but unless the whole trans- 
action can be thus impeached, the mere fact that 
stamp duty is paid on more than the nominal 

_ value of the shares does not, in the writer’s opin- 
ion, warrant the inference that there is a share 
premium within the meaning of Section 56. 

Section 55 of the Stamp Act, -1891, provides 

‘that where the consideration for a conveyance on 
sale consists of any stock or marketable security, 
the duty is to be based on the value of the stock 
or security. This may be above par, but as 
observed above, the company is not bound to 
issue its shares at a premium, so that the stamp 
duty may well be based on a figure which has no 
validity other than for stamp duty. 

In Re frii ‘agg Ltd ([1897] 1 Ch. 796), a vending 
agreement was impeached because, inter alia, an 
inflated figure has been placed upon stock-in- 
trade so as to bring the global value of the assets 
up to the figure agreed to be paid for them. The 
Court of Appeal observed that this had obviously 
been done to reduce the stamp duty on goodwill 
and that it in no way altered the real agreement 
between the. vendors and the company. In John 
Foster & Sons v. CIR ([1894] 1 Q.B. 516); a 
partnership conveyed its assets to a company in 


. THE ACCOUNTANT 


~ October 6th, 1951 


return for shares and debentures to a nominal 
value of £360,000. The value of these assets in 
the partnership books was some £140,000. The 
company contested the levying of any ad valorem 
stamp duty on the contract but the Inland 
Revenue successfully contended that duty was” 
payable, not, however, on the expressed consider- 
ation of £360,000, but gn the book value of 
£140,000, although there ‘was no suggestion that 
shares had been issued at a discount. 

By way of contrast, in Carlyon Estates Ltd v. 
C.I.R. ([1937] 16-A.T.C. 339) the vendor Con" 
veyed to the company for £100 cash, assets which - 
were independently valued at £63,391. At the 
same time, but in a separate document, the coim- 
pany agreed to issue to the vendor the whole of 
its nominal share capital, to pay his debts and an 
additional {100 in cash, and to appoint him as 
controlling director for such period as he should 
wish. The Inland Revenue levied stamp duty on 
the full value of the assets plus the vendors’ debts. 
The Court held that since the conveyance admit- } 
tedly did not show the true consideration the 
Inland Revenue was bound to go outside the 
deed to find the true consideration and. it upheld" 
the assessment. Clearly the consideration of {100 
stated in the conveyance was entirely illusory and 
did not represent the real bargain between the 
parties. Where that is the case the auditor is 
equally entitled to go outside the contract and 
find the true consideration., .” 


Conclusion p 


It is to be observed that for our present purposes , 
there is no real distinction between allotments 
for cash, allotments for other assets whose value 
is expressed in the contract, and allotments for 
assets whose value is not so expressed. In the 
third case the value is simply taken to be the 
amount expressed as being paid-up on the shares 
allotted. In any case the transaction on its 
expressed terms can be impeached only where 
the consideration shown is so grossly different 
from the clear market value as to be illusory or 
to make the contract a sham, or where it shows 
that shares are being issued at a discount. Where 
the consideration is not cash, the auditor is in 
general no more concerned to make his own 
independent valuation than he is required to 
make a personal valuation of stock. It is not easy} 
to say in general terms what facts are sufficient 
to put him upon inquiry as to the genuineness of 
the figures in the contract to allot shares, but in 
practice difficulties of this kind should rarely 
arise. 
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AUDITING 


` by W. H. LAWSON, C.B.E., B.A., F.C.A. 


INTRODUCTION 


1948, accountants have found it necessary to 
devote much of their time and thought to Oe: 
consideration of the form and contents of published 
accounts and this has been one of the main subjects 

- of discussion at all our recent summer courses. On 
z-ythis occasion the committee has decided that the time 
‘has come when we should turn away temporarily 
from the problems of presentation and should direct 
our thoughts towards the important subject of 


Ses. the introduction of the Companies Act, 


auditing as such. 


Most of the practising members here and many of ` 
the non-practising members will have had great 
experience of auditing and some may be devoting a 

. large part of their energies to this work since auditing 
still forms the backbone of most professional 


, accountancy practices. 


discussion. 


Any paper of reasonable length which'sets out to 
cover such a wide field as auditing must appear some- 
what scrappy and disjointed and in an attempt to give 
the paper some form and pattern, I have divided it 


:_ into five parts, namely: 
í ` I Matters arising at the outset of the audit. 


K II Matters arising during the course of the audit. 


III The audit report. 


auditor. 
V The relationship of auditor and client. 


I have not included any section dealing with matters 
- arising after completion of the audit because these, 
inso far as they relate to the arrangement and filing 


of ‘papers, are dealt with in Mr Duncan’s! paper. 


In selecting my subjects I have endeavoured to 
avoid those which are adequately treated in text- 
books and other published ‘documents and, in par- 

= ticular, I have refrained from any discussion of 
matters arising out of mechanized accounting because 
that has been the subject of a full and excellent report 
entitled Mechanized Accounting and the Auditor by a 
Taxation and Research 


sub-committee of the 
w Committee in 1949. 





held at Christ Church, Oxford. 


Mr Duncan’s address in an early issue. 


, In addressing such an expert audience my approach 
will be to introduce the subject, raise points of interest 
and provide a kind of agenda for the discussion groups 
where I hope that the interchange of ideas arising 
from varied experiences will be valuable. In order to 
assist in stimulating discussion, I shall suggest, in the 
course of this paper, a number of specific points for 


IV Questions affecting the independence of the 


By way of definition I should make it clear that, 


An address delivered on September roth, 1951, at the 
summer course of The Institute of Chartered Accountants, 


1 ‘An accountant’s working papers.’ We hope to reproduce 


except where otherwise stated, the word ‘audit’ is 
used in the sense of an audit carried out-by an inde- 
pendent practising accountant. 


I. MATTERS ARISING AT THE OUTSET 
OF THE AUDIT 


Purpose of the Audit 


It is, I suppose, true to say that all audits, whether of 
public or private companies or of unincorporated 
businesses, have this much in common that they 
provide an independent examination of the accounts 
with a view to ensuring that the directors or partners 
are not themselves misled and do not mislead others 
as to the financial position of the undertaking and 
the profit or loss derived from its operations. 

The means of achieving this main objective vary 
greatly; for instance, the audit programme for a large 
modern industrial organization bears little resem- 
blance to that for a small private trader. This diver- 
gence in practice is due primarily to three causes, 
namely: 

(a) the need to comply with different statutory 

requirements affecting the accounts or audit; 

(b) the varied purposes for which the accounts of 

sole traders and partnerships are required; and 

" (c) the varying degree of reliance which is placed 
upon the audit as a means of preventing or 
detecting error or fraud. 


(a) Audits under special statutes 


I do not propose to deal in this paper with ‘questions 
affecting audits under special statutes such as the 
Friendly Societies Acts, Public Authorities Acts,, 
Insurance Companies Acts, and Solicitors’ Accounts 
Rules. My comments are applicable mainly, though 
not exclusively, to the audit of companies under the 
Companies Act, 1948. 


(b) Accounts of sole traders and partnerships 
Before turning to general questions it may be as well 


to consider certain special circumstances which affect 
the preparation or audit of the accounts of sole 


‘traders and partnerships. In such cases the nature 


and extent of the work undertaken depends upon the 
instructions given by the owners of the + siness. For 
example, one client may require a detaisu cash check, 
whereas another may be satisfied with his own con- 
trol of the cash but requires some detailed examina- 
tion of the bought or sales ledgers. Another client 
may wish his accounts to be prepared by a chartered 
accountant mainly for the purpose of submission to 
the Inland Revenue, his bankers or other interested 
persons. As the scope of the work is dependent upon 
the instructions given and is not governed by statutory 
requirements, the accountant is in a position to limit 
his responsibility by suitable wording of any report 
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which he may give upon the completion of ‘his work. 
In practice, however, it is sometimes found that this 
definition is lacking, especially where the accountant 
makes no report on the accounts but merely signs a 
certificate to the effect that the accounts have been 
prepared from the books and vouchers and are in 
accordance therewith. 

It is suggested that, in most cases, where there has 
not been a full audit, it is desirable that the scope and 
extent of the work undertaken should be set out in a 
covering letter attached to the accounts which should 
be signed as subject to the terms of the letter. 


Point for discussion 


What are the views of the course as regards 
reports made on the accounts of sole traders and 
partnerships? 


(c) Reliance upon the system of internal check 


In the largest concerns there is invariably an elaborate 
system of internal check amounting, in some cases, 
to a full internal audit. The auditor can then rely upon 
a limited test of detailed transactions with a view to 
satisfying himself as to the effectiveness of the control 
exercised within the business itself. 

` At the other end of the scale a very small business 
may be unable to organize its staff in such a way as 
to provide an adequate system of control and may 
depend for protection against error and fraud almost 
entirely upon the audit. Most undertakings, however, 
fall between these two extremes and, while providing 
a reasonable measure of internal check, nevertheless 
rely, to a substantial extent, upon the additional pro- 
tection of the audit. In such cases the protection is 
afforded by a combination of internal control with 
the audit,.calling for the closest collaboration between 
the client and the auditor. 

At the outset of an audit, other than the very 
smallest, it is necessary for the auditor to make him- 
self fully familiar with the organization of the business 
and the system of internal control in operation. For 
this purpose it is helpful if there is in existence a 
memorandum dealing fully with such matters as the 
division of responsibility between the officers of the 
company, their power to commit the company, their 
authority for authorizing expenditure, the book- 
keeping system and the system of internal check. The 
preparation of such a statement or office manual is 
often a difficult matter requiring both a detailed 
knowledge of the particular business and a general 
experience of business and office organization. It 
should, however, be of considerable value to the client 
as well as the auditor. It is preferable that the state- 
ment should be prepared by or under the supervision 
of the chief accountant of the company. Where no 
statement has been prepared by the company it is 
necessary for the auditor to prepare the statement 
himself and, for this purpose, some practising mem- 
bers find it useful to have a standard form of question- 
naire setting out the various points which must be 
borne in mind in this inquiry. It must be recognized 
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that this examination and recording of the system in 
force can be a lengthy and difficult task but it would 
seem to be an essential preliminary to the preparation ` 
of a satisfactory audit programme. Moreover, the 
record must be kept up to date by annual review and 
amendment to reflect changes in the system. 

If the system is found to be wholly satisfactory the 
auditor can proceed to draw up a programme of work 
depending upon that system and exercising his. 
judgment as to the extent of any test checks to be made. 

If the system is deficient in any respect he should, 
I suggest, draw the management’s attention to the 
matter and, pending the correction of the weakness, 
should carry out such additional work as may be 
necessary to enable him to satisfy himself that the 
accounts are correct. The management, having had 
their attention drawn to the weakness in the system, 
are responsible for making the necessary adjustments. 

It must be borne in mind that no system of control, 
however complete, can provide against all possible 
contingencies of fraud or error. Risks vary in different 
businesses and the protection afforded must take into 
account the relative cost of providing it compared 
with the risks involved. It is here that there may be 5 
the greatest risk of misunderstanding between the 
management and the auditor. 


Points for discussion 


(1) Is it thought that, at the outset of the audit, a 
statement should be prepared outlining the 
system of internal control in operation? By 
whom should this statement be prepared and 
what should it contain? 

- (2) What method should be employed in providing 
for an exchange of view with regard to any 
weaknesses in the system of internal control? 
Should the auditor report these matters to the 
company in writing? 

(3) What is the auditor to do if the management 
feel that a fully adequate system of internal 
control de too expensive and they would prefer 
to run a moderate risk of error or fraud rather 
than incur the cost of a further internal control 
or audit? ' 


Extent of Test Checks 


The auditor, having reviewed the system of internal 
control, must decide upon the direction and extent of 
the test checks which he will make in order to satisfy 
himself that the system is operating effectively. This, 
of necessity,-must be a matter of individual judgment 
and there is evidence that the views of auditors differ 
widely on this subject. It may be possible, however, 
to attempt a definition of certain guiding principles 
which should assist the auditor in exercising his 
judgment as to work to be carried out in the different 
sections of the accounts. The following are suggested: 
(1) The nature of the business and the extent to 
which cash, securities and readily saleable goods 
are handled. 
(2) The assessment of the capabilities and integrity 
of the personnel employed. 
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(3) The numbers of errors found on previous 

occasions. 

(4) The relative importance of individual items 

and their bearing upon the ‘true and fair view’. 

(5) Those matters which are most difficult to check 

should be most thoroughly tested, . S 

A definition of guiding principles cannot, however, 
entirely dispose of this problemi. In a large business 
the cost of checking even a small proportion of the 
entries might be prohibitive and the cost of the audit 
will be considerably affected by a decision to check, 
say, 5 per cent of.the entries instead of 24 per cent. 

. I suggest that where this. is the case the auditor 

| should allocate a limited period of time to the par- 
ticular test. If this shows that the book-keeping is 
accurate and reliable he should move on to sorie other 
section. If, however, errors are found or suspected 
as a result of this limited examination, he should 
consider whether that section could be checked by 
the company’s own staff before himself undertaking 
a large amount of detailed checking. 

An alternative approach to this problem of test 

checking is to select a certain number of accounts for 

- complete checking through all stages of the accounts. 
For example, a creditor’s account might be checked 
in complete detail, the credits for goods received 
being compared with original invoices -and the 
invoices compared with the goods received book and 
the original order. The debit side of the account 
would be checked with the cash book, the receipts 
— for payments to the creditor, paid cheques and credit 
notes; the whole account being also reconciled with 
the creditor’s statement. This complete check of a 
certain number of accounts may be a useful -way o 
testing the system- of internal control, but should 
normally be combined with a thorough checking of 
part of the cash book, purchase journal and other 
books of prime entry. 

It is often useful that such detailed work as is 
necessary should be carried out by way of an interim 
audit during the course of the year, as the system of 
internal control can be more readily appraised and 
tested at a time when the company’s officials and the 
auditor are less preoccupied with problems arising 


out of the preparation and audit of the final accounts ` 


for presentation to the shareholders. 


Point for discussion 


Are the tests set out in items I to 5 above accepted 
. as a guide for determining the amount d detailed 


test EIS 
l Fraud 


In judging the effectiveness of any system of internal 
control, it is useful to have in mind frauds which 
-have occurred in the past. Most of us come across 
such cases only infrequently and our direct experience 
is, therefore, limited. A large number of frauds take 
place each year but probably only a small proportion 
lead to prosecutions and even fewer are reported fully 
in the newspapers. It may be felt, therefore, that our 
See of the methods adopted by wrongdoers in 
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evading the vigilance of auditors is not complete and 
it might be worth while considering whether there 
is any way in which this could be extended, It might 
be that, after a reasonable lapse of time and provided 
no names were given, clients would agree to the 
publication or circularization to practising account- 
ants of particulars of frauds which have occurred. 
Such a record would undoubtedly bt of! value to 
auditors in considering systems of internal check and 
programmes of audit work, but there are practical 
difficulties which would require consideration. 


Point for discussion 


f Is it desirable to pool-information about frauds ` 
“that have taken place and, if so, is there any 
, practical way of doing this? 


The Balance Sheet Audit 
(a) Development 
In recent years there has been an increasing tendency 


_towards what is loosely known as ‘the balance sheet 


audit’, The expression is, of course, used to cover 
more than the mere verification of assets and liabilities 
which has always been part of the normal auditing 
procedure. The essential distinction between the 
detailed audit and the balance sheet audit is one of 
approach. The detailed audit starts with the books of 
prime entry and ends with the balance sheet, whereas 
the balance sheet audit starts with the verification of 
assets and liabilities and probes back to original 
¿entries and vouchers where the auditor considers 
“that to be necessary. The balance sheet audit is in 
fact such a searching examination of the items in the 
balance sheet and profit'and loss account that, given 
a satisfactory measure of internal control, the auditor 
‚can, with limited test checking, be reasonably certain 
that the day-to-day transactions have been properly 
recorded. 

The following factors may have contributed to the 

, development of the balance sheet audit: . 

(a) The growth of large-scale industrial under- 
takings with the consequent evolution and 
improvement of systems of internal check. 

- (6) The growing recognition that thoughtful 
examination by qualified accountants is more 
valuable than’ detailed checks by relatively 
unskilled men. . 

(c) The necessity of employing highly skilled men 
in view of the complexities of modern company 
law and taxation legislation. 

Idi The greatly increased ‘cost of junior staff to 
undertake detailed audits. 

(e) The growth of mechanized EE 


(b) Scope ok, 

In practice, the audit procedure must be influenced, 
to a considerable extent, by the methods of account- 
ing employed by the company and the time factor 
often bas to be taken into account. When commencing 
an audit it is often found that no balance sheet or even 
trial balance is ready. As soon as the balance sheet 
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has been prepared, the directors will be clamouring 
for its finalization. 

Assuming, however, that the auditor is presented 
with a full set of accounts in draft form, it may be 
` useful to consider the subjects which might be taken 
as a basis for the audit programme for a balance sheet 
audit. If the system of internal check has -been 
examined and tested by way of an interim audit and 
a reasonable amount of detailed work has been done 
on that occasion in connexion with such items as cash 
vouchers and wages, a broad outline for the pro- 
gramme of the „final audit might be somewhat as 
follows: i 

(1) General appraisal of the position and of the 

changes during the year: 

This will probably involve, at the outset, a 
general discussion with the chief accountant or 
other officials of the business, following a pre- 
liminary survey of the draft accounts and a 
broad ‘comparison of the figures with those of 


the previous year. Such matters as the following 


would come under consideration: 

(a) The liquidity of the business and the increase 
or decrease in fixed assets. How have funds 
received from new capital, increased borrow- 
ings and profits been utilized? 

(b) The ratio of stocks to turnover. Is there any 
exceptional accumulation of stocks?- 

(c) The ratio of outstanding debtors to turn- 
over. Are customers taking longer credit? 
(d) The likely capital requirements to meet the 
replacement cost of fixed assets. This is 
particularly important in the case of small 
businesses which have not ready access to 

the capital market. 

(e) The extent of any increase or decrease in 
the profits for the year and the reasons for 
` it. For example, has the ratio of gross profit 

` to turnover altered materially? 

(f) Consideration of any large exceptional 
transactions of a special or non-recurring 
nature and of special factors which may 

R have affected the results for the year. 

' (g) A comparison of the taxation charge in 
relation to the profits of the-year and an 
explanation of. the difference between the 
assessable profit and the profit shown in the 
„draft accounts. 


(h) A comparison of the insured values for ` 


. stocks and fixed assets with book values and 
-an inquiry into the adequacy of special insur- 
ance policies such as loss of profits policies. 
(i) ‘Sérutiny of the minute book for any matters 
affecting the audit. 
(2) Consideration of detailed schedules of the i items 
` in the balance sheet, breaking down the various 
main headings into ‘their constituent parts. 
- (3) Detailed comparison of such figures with those 
: of the previous year, requiring explanations of 
“major increases and decreases. 
"LA Verification of the assets and liabilities. 
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(5) Consideration of the valuation of the current 
assets and liabilities. 

(6) Comparison ‘of the profit and loss account with 
the previous year’s figures, requiring explana- - 
tions of large variations, scrutiny of certain 
ledger accounts and vouching of exceptional 
items. 

(7) Consideration of future commitments; 

capital commitments; 
orders on hand; 
purchase commitments; 
contingent liabilities, 

(8) Detailed scrutiny of transactions: 

Decision as to which parts of the company’s 
activities require further detailed or test 
checking. 


Point for discussion 


How far is it practicable to base audit pro- 
grammes upon the approach from the balance sheet 
downwards instead of upwards through the books . 
of prime entry? 


II. MATTERS ARISING DURING THE 
COURSE OF THE AUDIT 


Circularization of Debtors 


In America it is common practice for the auditor to 
circularize debtors for confirmation of their balances 
by either the ‘positive’ or ‘negative’ method. Under 
the ‘positive’ method the debtor is requested to sign 
a statement of his balance and return it to the auditor, 
whereas under the ‘negative’ method he is advised of 
his balance and asked to communicate with the 
auditor if it is incorrect. Generally the ‘positive’ 
method is the more satisfactory but it is hardly 
practicable to adopt this in such businesses as retail 
stores -where there are a vast number of individual 
accounts. In this country it is not the general practice 
to circulatize debtors, though this is done to a limited ` 
extent. 

It might be useful to consider how far the circular- 
ization of debtors‘can facilitate the audit and eliminate 
detailed work. It must be borne in mind that the 
‘positive’ method cannot be fully effective unless a 
very high proportion of replies is received. For this 
reason the system is more effective when. applied to 
businesses where there are relatively small numbers’ 
of accounts with large balances such as the accounts~ 
of stockbrokers and merchant bankers. __ 

In the case of industrial companies it may be 
useful to obtain confirmation of some of the larger 
accounts, particularly where these arise from loans 
and other financial transactions. Particular attention 
should be paid to complicated accounts where pay- 
ments cannot easily be identified with invoices. 

Other accounts which may usefully be verified in 
this way are those of overseas agents who have 
authority to collect money for account of the com- 
pany. It is, possible that the management. may have | 
given instructions to such agents to utilize funds’ 
received by them for account of the company in p7 
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ment of sums due by the company in the country 
concerned and, unless these instructions have been 
reported.to the book-keeper and accounts regularly 
obtained from the agents, they may escape the 
attention of the auditor. 

In all cases where it is decided to circularize the 
debtors, the auditor should post the communications 
himself and arrange for replies to be addressed to 
him. Reminders should be sent to any debtors who 
do not reply and, if these do not meet with any 
response, the accounts concerned should be care- 
fully scrutinized and checked in detail. 


Point for discussion 


Is it desirable to circularize debtors? If so, in 
what circumstances? 


Illegal Transactions 


It is an unfortunate consequence of modern legis- 
lation, with its multiplicity of regulations concerning 
minor as well as major matters, that the, auditor is 
sometimes faced with the situation in which his client 
has wilfully, or through ignorance, committed some 
breach of the law. These cases often present consider- 


able difficulty. It is no part of the auditor’s duty to- 


act as common informer nor is he necessarily obliged 
to draw specific attention to a breach of regulations 
in such a way as to cause damage to the business. 

At the same time; if the amount involved is large 
and the possible penalty heavy, there may be a con- 
tingent liability which cannot be ignored. If the 
offence is flagrant and continuous and the client will 
not desist, the auditor may have to consider whether 
he should continue to act. 


Points for discussion 


(x1) What should guide the auditor in exercising his 
judgment in the circumstances outlined above? 

(2) Does a contingent liability within the meaning 
of the Companies Act arise upon a breach of 
law or Defence Regulation, or does that con- 
tingency only arise in the event of a prosecution 
having been started? 


Liability for Stamp Duty 

The auditor sometimes finds that stamp duty has not 
been paid on documents of title and the question 
arises as to whether this involves any contingent 
liability. An unstamped document has no value in a 
court of law as evidence of title and if a document is 
stamped at a later date than that required by the 
Stamp Act, it may involve a heavy penalty. 


Point for discussion 


Has the auditor any special duty in relation to 
unstamped documents of title? 


Evidence of Payment 
Difficulties are sometimes experienced by the auditor 
as a result of modern practices introduced with a view 
to saving trouble and expense to the client. For 
example, a company recently invited all its customers 
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to refrain from demanding receipts for payments 
made to the company by cheque; they were asked to 
accept the endorsement on the cheque as evidence of 
payment. This question involved legal considerations 
and as inquiries were received from a number of 
members the Council obtained the opinion of a 
leading firm of solicitors as fotows: 

(i) A person receiving a cheque in settlement of a 
debt due to him is under no legal obligation to 
issue a formal receipt unless requested so to 
do by the payer. There is no rule of law which 
says that a receipt is the only method of 
proving payment, but if a receipt is produced 
in evidence it must be duly stamped if the 
amount is not less than £2. 

(ii) The only reason why an endorsed cheque is 
less good evidence of payment than a receipt 
is that where one has a receipt written on an 
account there is no possible difficulty in 
identifying the payment with the particular 
debt. An endorsed cheque is undoubtedly of 
considerable value as evidence of payment, 
but it is not conclusive evidence because it 
must be proved that the cheque refers to the 
particular transaction in connexion with which 
payment is disputed. 

(iii) If the drawer of a cheque holds a copy (sup- 
plied by the payee) of the account in respect of 
which the cheque was drawn, this would be of 
assistance to the payer in proving that the 
account has been paid, but it would not neces- 
sarily be conclusive. If the payer frequently 
makes payment to the payee for invoices of the 
same amount, the only link between a par- 
ticular invoice and a particular. cheque would 
be the date and this would not necessarily be 
conclusive evidence. 

Another difficulty of a somewhat similar nature 
arises from the ‘traders’ credit’ system. Under this 
system traders send to their bankers each month a 
list showing the names of the suppliers and their 
bankers, together with the amount which is to be 
transferred to each of them. The bank undertakes to 
make the necessary transfers and debits the trader’s 
account with the total sum. From the auditor’s point 
of view this system presents some difficulty in that, 
as a general rule, suppliers do not send receipted 
statements for the sums transferred. It is, therefore, 
not easy to identify the payments with the relative 
invoices. 

The practices referred to above are adopted for 
sound commercial reasons and with a view to saving 
expense. It is suggested, therefore, that the auditor 
must adapt himself to these new conditions where 
they exist, but the fact must be recognized that they 
may add to his difficulties. 


Point for discussion 
Have the course any suggestions to make for 
overcoming the difficulties referred to above regard- 
- ing evidence of payment? ; 
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Title to Property 


Difficulties sometimes arise in connexion with the 
verification of the ownership of property. Where 
there are a large number of title deeds it is a formid- 
able task for the auditor to examine these each year. 
It is; however, often possible to arrange with the 
client that, after examifiation, the title deeds shall be 
retained in packages sealed by the auditor so that only 
those which have been in use during the year need 
be re-examined on the occasion of the next audit. 

_ The question also arises as to how far the auditor 
is required tó satisfy himself that the title is good. 
The auditor is not required to act as an expert on 
title and cannot be expected to do more than verify 
that the deeds cover the property owned by the 
company. It is a matter for consideration whether, 
upon the commencement of a new audit, the company 
should be asked to arrange for its solicitor to give a 
certificate to the auditor to the effect that the titles 
are in order. If such a certificate had once been 
received it would seem to be unnecessary to obtain 
any further certificates from the solicitor at later 
audits, except as regards the title to new property 
acquired during the year. 


Point for discussion 
Is it necessary or desirable for the auditor to 
obtain at the commencement of a new audit or at 
any time a certificate from a solicitor that the title 
deeds give a good title? 


Plant Register 


The Institute’s Recommendation No. IX advised 
that plant registers should be kept and this is now 
customary with most large companies. It is, however, 
less customary for this register to be checked regu- 
larly with the plant itself. In most companies such a 
check could be carried out only with the assistance 
of an expert engineer and its effectiveness would 
depend, to some extent, upon the type of plant and 
machinery concerned. The amounts in the plant 
register should be reconciled in total with the financial 
accounts as part of the normal audit procedure. 


Points for discussion 


(1) Is a plant register an essential book of account 
in the terms of the Companies Act, 1948? - 
(2) If so, should the auditor insist on it being 
checked regularly with the plant itself and at 

what intervals? 


Patents . 


The verification of patents often presents difficulties 
to the auditor due mainly to the inadequacy of the 
information available. Some companies leave all 
patent matters to their patent agents and, from an 
audit point of view, this is often the most satisfactory 
arrangement as the auditor can then obtain direct 
confirmation of the patent position from the agent. 
Where the company keeps its own records and has a 
substantial number of patents, it seems desirable that 
a register should be kept to record particulars of the 
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date and number of the patents, the countries, in 
which they have been registered, the annual renewal: 
fees and the dates of expiry. Abandonment of patents- 
either generally or for particular countries should be 
noted on the register. 


Point for discussion 
Is there any advantage in companies keeping a 
patent register? 


F Stock and Work in Progress 

(a) General SCH 
A student examining the history and practice of the _ 
accountancy profession might well express surprise 
that, after fifty years, the Kingston Cotton Mill äer 
of 1896 is still remembered. The decision in that case, 
which seemed to relieve auditors in a large measure 
from the responsibility for the item stock and work 
in progress in the balance sheet has, for long past, 
been disregarded by many auditors who have seen 
that it is impossible to be satisfied with regard to the 
balance sheet or the profit and loss account without 
being satisfied as regards stock. 

It would seem that stock-in-trade must rank high. 
in the list of items requiring special attention because 7 
of its importance both in relation to the balance sheet 
and profit and loss account. The fact that stock is 
often difficult to check would, if we accept the princi- 
ples set out on pages 306-7, provide an additional 
reason for according it special care and attention. 

In his paper! at the summer course in 1949, Mr 
Goult dealt comprehensively with the auditor’s duty 
in connexion with stock-in-trade and with the pro- 
cedure which should be followed in carrying out 
those duties. The subject is.of such importance that 
the Council recently decided to circulate Mr Goult’s 
paper to all members, and many of you will be - 
familiar with its contents. It is not necessary or 
desirable, in this gerieral paper on auditing, ‘to 
attempt to go over the ground again, but it may be 
helpful to draw attention to a few specific matters 
which seem to require further discussion. 


(b) Physical inventory 

During the 1949 summer course there was a lively. 
discussion with regard to the merits of the American 
procedure which requires the auditor’ to attend at 
stocktaking to observe the making of physical tests. 
As evidence of the American procedure, Mr-Goult 
quoted an extract relating to inventories from 
Extensions of auditing procedure issued by the Com- 
mittee on’ Auditing Procedure of. the American 
Institute of Accountants in October 1939. This 
extract reads as follows: 

‘(A) That hereafter, where the independent 
certified public accountant intends to report over 
his signature on the financial statements of a concern 
in which inventozies are a material factor, it should 
be generally accepted auditing procedure that, in 
addition to making auditing tests and checks of the 


1‘Stock-in-trade and the Auditor’, reproduced in The 
Accountant of August 13th and 2oth, 1949. : H 
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Goult’s paper. There is general agreement within the 
profession that stock should be valued at cost or 


market value, whichever is the lower, but, as indicated ` 


later, there is no agreement as to what constitutes cost 
or market value. There are, however, certain basic 
principles which must be followed in order to comply 
with the Companies Act, namely: 


(a) Stock must not be valued /above the value at 
which it can be realized in/the ordinary course 
of business. W 
(b) The basis of valuation should be such as not 
to distort the true and: fair view of the profit of 


the year. EE 


(c) The basis adopted should be consistently 


applied; if there is any change, the effect should À 


be disclosed in the profit and loss account. 


(d) Provisions made for diminution in value should 
be adequate but not more than are reasonably 
necessary. 

These principles are easy to state but far from easy 
to apply in practice. Much of the difficulty arises i 
relation to the method of arriving at either cost or 
market value. 

Some businesses take the cost of stock-in-trade 
and work in progress as the prime cost of materials 
and labour only, but probably an equal or even greater 
number add some proportion of the appropriate 
factory overheads. There is a wide variation as to the 


the method of calculating the appropriate proportion 
to be carried forward as part.of the cost of the stock. 
Recommendation No.. X goes no further than to say: 


‘Cost should be calculated on such a basis as will 
show a fair view of the trend of results of the par- 
ticular type of business concerned. Indirect or over- 


head expenditure, if included as part of the cost of: 


partly processed or finished products, should be 


restricted to such expenditure as has been incurred - 


in bringing the stock-in-trade to its existing con- 
dition and location.’ (The italics are mine.) 


The inference from this recommendation is that, 
for some types of busineéses, a fair view of the profit 
will best be shown by including overheads in the cost 
of the stock whereas, in other types of businesses, 
overheads should be excluded. In practice, however, 
it is found that the method varies for similar busi- 
nesses, the determining factors usually being past 
practice and the attitude of the Inland Revenue 
authorities. So long as these alternative methods are 
both in general use, it is difficult for the auditor to 
say, with authority, that either of them has resulted 
` in a distortion of profits. Nevertheless, cases do arise 
where the exclusion of all overheads seems to result 
in an undue reduction of profits in periods when 
stocks are being built up and an undue increase in 
profits in times when stocks are being reduced. The 
auditor is thus called upon to exercise the most careful 
judgment in order to see that shareholders are not 
misled, particularly at times when stocks are declining. 

Difficulties also arise in the definition of market 
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value although, in this respect, Recommendation 
No. X leaves less discretion than it does as regards 
the calculation of cost. The recommendation reads 1 
as follows: 


‘Market value should be calculated by reference 
to the price at which it is estimated that the stock, 
in-trade can be realized, either in its existing con- 
dition or as incorporated in the product normally 
sold, after allowing for expenditure to be incurred 
before disposal. In estimating this price, regard 
should ‘be had to abnormal and obsolete stocks, the 
trend of the market and the prospects of disposal.’ 


Interpreted literally this recommendation would. 4 
seem to require that, in calculating the market value, 
the only deduction to be made from the estimated 
realizable price is that for estimated costs of disposal. 
It is, however, a common practice, particularly in the 
retail trade, to value obsolete stocks at a figure which 
will allow the same margin of profit to the business 
upon realization as can normally be expected from 
current stocks. A further difficulty arises with regard 
to the date upon which the market value is to be | 
assessed. Is the estimate to be made at the date of 
the balance sheet or at the later date when the 
accounts are being prepared for publication? 

It is, however, in connexion with matters covered 
by the last sentence of this recommendation that the 
greatest difficulty usually arises, particularly since 


~ the passing of the Companies Act, 1948, which, as 
specific items of overheads to be included and as to` ara S P 94 


already indicated, includes a requirement that pro- 
visions should not be more than are reasonably 
necessary. In the case of abnormal and obsolete stocks 
there is no infallible yard-stick by which the market 
price can be assessed and the auditor may well find 
that he has to rely in a large measure upon the 
opinion of the directors. It would seem that he can 
properly do so provided he is satisfied that the 
directors’ estimate has been honestly made and that; 
there is a reasonable basis for it. It is also suggested 
that the auditor should, where necessary, draw the 
directors’ attention to their special responsibilities 
with regard to this item, having regard to the pro- 
visions of the Companies Act. 

The auditor has to consider the position in the’ 
event of the estimates made by the directors being 
proved by subsequent events to have been unduly 
optimistic or unduly pessimistic. If stocks are sold at 
prices below or in excess of their written-down value, 
is the difference an exceptional item requiring dis- 
closure in the year in which the sale was effecte? 
Or should the view be taken that estimates made 
the time in the light of information then available 
final and that any difference resulting from realizati 
of the stock at a different price or by revision of 
estimates in the subsequent year’s accounts 
factors affecting only the profits of such later ye p. 

Another method of valuation which should, pe 
haps, be mentioned is the ‘base stock’ metho 
whereby that part of the stock which is regarded 
being the normal quantity necessary for the effecti 
operation of the business is carried in the accoun 
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inventory accounts and records, he shall, wherever 
practicable and reasonable, be present, either in 
person or by his representatives, at the inventory 
taking and by suitable observation and inquiry 
satisfy himself as to the effectiveness of the methods 
of inventory-taking and as to the measure of reliance 
which may be placed upon the client’s representa- 
tions as to inventories and upon the records thereof. 
In this connexion the independent certified public 
accountant may require physical tests of inventories 
to be made under his observation. 

‘In cases where the inventory is determined solely 
by means of a physical inventory at the end of the 
accounting period (or at a date prior or subsequent 
thereto but within a reasonable time thereof, with 
adequate records supporting the interim changes), 
it will ordinarily be necessary for the foregoing pro- 
cedures to be followed at that time. 

‘In cases where the concern maintains well-kept 
and controlled perpetual inventory records sup- 
ported by (1) a complete physical inventory at a date 
not coincident with the balance sheet date, or (2) 
physical inventories of individual items taken from 
time to time so that the quantity of each item on hand 
is compared with the inventory record for that item 
at least once in each year, it will be satisfactory to 
undertake the procedure outlined at any interim date 
or dates selected by the auditor, his purpose being 
to satisfy himself as to the credibility of the perpetual- 
inventory records and whether they may be relied 
upon to support the inventory totals as shown in the 
balance sheet. 

‘(B) That hereafter, in the case of inventories 

. which in the ordinary course of business are in the 
hands of public warehouses or other outside cus- 
todians, direct confirmation in writing from such 
custodians is acceptable procedure; except that, 
where the amount involved represents a significant 
proportion of the current assets or of the total assets 
of a concern, the independent certified public 
accountant shall make supplementary inquiries. 

‘It should be clearly understood that in under- 


taking these auditing procedures regarding inven- . 


tories, the independent certified public accountant 

does so for the purpose of satisfying himself as to the 

credibility of the representations of the management 
- regarding quantity and condition and does not hold 
himself out as a general appraiser, valuer, or expert 
in materials.’ 
There seems to be widespread fear in this country 
that, if the American procedure were introduced 
here, the auditor’s attendance, at stocktaking might 
involve him in responsibility for matters requiring a 
technical knowledge which he cannot possess. It has 
en pointed out that an auditor cannot be an assessor 
; valuer. For example, he could not be expected to 
ow whether a given stone in a jeweller’s shop is 
mond or paste; or whether a fur is of good or bad 
ality; or the difference between various grades of 
th. A careful reading of the American requirements 
ould seem to indicate that these fears are exagger- 
ed. It will be observed from the extract quoted 
ove that the auditor should 
‘by suitable observation and inquiry satisfy himself 
as to the effectiveness of the methods of inventory- 
taking and as to the measure of reliance which may 
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be placed upon the client’s representations as to 

inventories and upon the records thereof... .’ 
and again, 

‘it should be clearly understood that in undertaking 
these auditing procedures regarding inventories, the 
independent certified public accountant does so for 
the purpose of satisfying himself as to the credibility 
of the representations of the management regarding 
quantity and condition and does not hold himself 
out as a general‘ ‘appraiser, valuer, or expert in 
materials’. 

It is at least arguzble that, by attending at a 
physical stocktaking, am, auditor’s responsibility is 
not affected provided it is made clear to the client that 
he is not acting as a valuer. Ifis the duty of an auditor, 
before reporting on the balance sheet and profit and 
loss account, to satisfy himself that stock has been 
properly taken and valued in accordance with recog- 
nized accountancy principles. It would seem that 
the main question for consideration is whether the 
auditor can carry out these duties more effectively by 
personally attending at the stocktaking. There is 
probably no general answer to that question. 

In the case of large companies with reliable stock 
records and systems ox continuous inventories, the 
auditor can, as a rule, satisfy himself as to the stock 
by his examination and test-checking during the 
course of the audit. Mcreover, the quantity of stock 
involved is so large that the auditor, even with a 
number of assistants, could not examine any reason- 
able proportion of the total quantity. 

It is, however, in the smaller businesses with less 
complete stock records that the auditor’s attendance 
may be of value. In these cases the accuracy of the 
stock figure often depends entirely upon the physical 
inventory at the end of the year and it seems essential 
that the auditor should satisfy himself with regard to 
the procedure to be followed in taking that inventory. 
It is, of course, possible to do this without actually 
attending at the stocktaking, but it is suggested for 
consideration that it cannot be done unless the‘auditor 
takes some action at or before the close of the financial 
year. At the time of the audit — perhaps two or three 
months after the close of the year — it is too late to 
take any action in respect of the stock for that year 
and it is too early to make recommendations for the 
following year with any certainty that they will not 
be overlooked in the meantime. It is suggested, there- 
fore, that it is advisable, in many cases, for the auditor 
either to attend on the dzy of stocktaking or a few 
days in advance of that date in order to satisfy himself 
as to the effectiveness of the arrangements which are | 
being made by the management. 


Point for discussion 


Is the auditor’s attendance at stocktaking 
desirable? 


(c) Basis of valuation 


The basis of valuation of stock is dealt with fully in 
the Institute’s Recommendation No. X! and in Mr 


1 Reproduced in The Accountant dated June 16th, 1945. 
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at a low basic price and is‘retained at that price 

irrespective of market fluctuations. This method has 
much to commend it-in certain industries but it 
` raises questions which require consideration in con- 

nexion with the provisions of the Companies Act. 


‘Points for discussion 


(1) Would there be any advantage in trying to bring 
about a greater degree of standardization in the 
method of arriving at (a) cost; and (b) market 
price for (i) industry in general, or (ü) par- 
ticular industries? 

(2) If so, what steps should be taken to this end? 

(3) Zs the difference between the estimated market 
value adopted for stock valuation and the price 
eventually realized an exceptional profit or loss 
in the year in which the sale takes place? . 

(4) If the ‘base stock’-method is adopted, should the 
fact that this method has been adopted be dis- 
closed in the balance sheet? If so, would a general 
disclosure be adequate or should the difference 
between the value of the stock at base prices and 
that at current costs be indicated? 


Ka) Description i in the balance sheet 


"In a series of lectures on the subject of “The use of 
. published accounts”! delivered to the members of the 
London and District Society of Chartered Account- 
ants during last winter, the three speakers who 
addressed us from the point of view of a banker, an 
investor and an economist respectively, all criticized 
the lack of information in published accounts with 
„regard to stock-in-trade and work in progress. One 
"of the speakers threw out a challenge by suggesting 
that, as a profession, we did not care what was the 


1 Reproduced in The Accountant dated December 16th, 
1950, February 3rd and April 7th, 1951. 
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basis of valuation so long as it was consistently applied. 

It will be seen from what I have already said that 
while, generally speaking, stocks are valued at cost 
or market price, whichever is the lower, there are 
wide differences in the methods employed for 
arriving at cost or market value and, as regards 
abnormal and obsolete stocks, a very high element of 
estimation enters into the calculation. It is under- 
standable that some of those who read published 
accounts containing, as they do today, a mass of 
meticulous detail, feel it inconsistent with the present 
practice of full disclosure that so little information 
should be made available with regard to such an 
important item as stock. 

It is questionable, however, whether there would 
be any advantage in ‘disclosing the particular method 


` ‘adopted for arriving at the cost or market value of the 


stock, Such information in itself would be of little 
value unless particulars were given which would 
enable the reader to compare the method chosen 
with the various other methods that might have been 
adopted. There would also be considerable practical 
difficulties in disclosing the amounts by which stocks 
had been written down in order to provide for obsolete 
` stock. 
Points for discussion 


(1) Would there be any advantage in disclosing 
fuller information in accounts as regards the 
basis of calculating cost or market value of stock 
and work in progress? 

_ (2) Should any indication be given of the amounts 
provided for obsolete and slow-moving stocks? 

Note. — The answer to this question depends 
partly on the answer to question (3) in the 
preceding section on basis of valuation. 


(To be concluded.) - 


` WEEKLY NOTES 


The Royal Commission 


The National Chamber of Trade, in a memorandum 
submitted to the Royal Commission on the Taxation 
of Profits and Income, makes a number of suggestions 
under the heading ‘General social and economic 
questions’. It considers that incentives should not 
be over-emphasized in relation to wage-earners as 
compared with the executive or higher-income 
groups; raising the point at which sur-tax liability 
commences and making the gradation less steep would 
produce extra effort and a willingness to shoulder 
responsibility. It may also increase the yield of tax 
by greater earnings and less evasion. P.A.Y.E. should 
d ‘simplified to lessen the workers’ distrust of it. 
>On: the question of amalgamating it with social 
seculity payments, the Chamber is in favour of careful 
investigation of the possibilities of a practical scheme. 
Taxation should be modified so as not to strip a 
business of liquid resources necessary in a period of 


rapidly rising replacement costs and so as not to ` 


inhibit investment in ordinary shares, and other risk- 
bearing capital. Saving should be encouraged by 
increasing tax allowances for life insurance premiums 
and superannuation contributions, at the same time 
enabling business men to provide for death duties 
and giving employees a sense of security. Personal 
allowances should be adjusted to conform with 
present circumstances. Purchase tax, which forces 
up wage rates, should gradually be reduced and 
abolished, the loss of revenue being made up by a 
reduction in national expenditure. On the question 
whether the present tax treatment of companies is 
satisfactory, the Chamber refers the Commission to 
its submission to the Tucker Committee in the spring 
of 1950. The Chamber concurs in the submissions 
made by the Association of Certified and Corporate 
Accountants. 


Free Gold Marketing 
The controversy about the marketing of gold for 
industrial purposes has been a feature of the recent 
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meeting of the directors of the International Monetary 
Fund in Washington. Dr Holloway, the South 
African alternate governor of the Fund, has renewed 
the attack on his return to the Dominion. The 
struggle has now developed according to Dr Holloway 
‘into opposition between two groups, those who favour 
cheap gold (this includes in his classification the 
United States and this country) and the rest of 
mankind. The South African director has let it be 
known that his country considers that the Fund has 
no authority over the marketing of gold for industrial 
purposes. This may be rather a sweeping interpreta- 
tion of the Fund’s constitution, but the Fund’s 
unwillingness to take action (on present showing) 
will give credence to it. 

South Africa’s continued vocal advocacy of a 
premium price for this kind of gold transaction could 
develop into a serious threat to the Fund. It is already 
a serious challenge to the opposite school of thought. 
If the Union insists in making further sales of this 
nature it will be difficult to stop other gold producers 
from doing the same and this covers a wide group of 
gold-producing countries — Canada, Rhodesia and 
West Africa. These countries are all within the 
Empire and two of them are in the sterling area. A 
wide split among the members of the Fund on this 
issue might therefore have some awkward implications 
for this country. 3 i S 

Since Dr Holloway’s outburst against the Fund’s 
policy the International Monetary Fund has gone 
some way to meet the South African point of view. 


It was announced last week-end that the Fund’s ` 


control over the marketing of processed gold would 
be somewhat modified. In effect, the policing of the 
sale of gold from the mines is now left to the pro- 
ducer members of the Fund. The latter still holds 
the view that it is right in principle for gold to flow 
into official reserves so buttressing the world’s cur- 
rencies rather than for it to be absorbed into private 
hoards which are essentially volatile and a potential 
source of danger to stable exchanges. This gesture, 
as has been said above, is likely however to be the 
start of a problem rather than the end of one. 


Commonwealth Conference Ends 


It never looked likely that the Commonwealth Con- 
ference on raw materials, which ended last week, 
would achieve any epoch-making results. Such has 
proved to be the case. The differences of interest 
among the different Commonwealths represented 
were too great to result in any notable achievements 
without a good deal more preparation and perhaps 
force of critical circumstances than were forthcoming 
last week. 

The results reached were thus no more than a 
general agreement to expand production and a better 
understanding of one another’s point of view. Some-. 
thing will have been achieved if, as seemed possible 
from the wording of the communiqué after the con- 
ference, Britain’s limited capacity to export capital 
equipment to the rest of the Commonwealth was 
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clearly stated and understood. Explanations of that 
kind, however, do not provide answers. The fact that 
the Dominions cannot use their accumulating sterling 4 
balances to buy British capital equipment is not 
likely to increase their willingness to go on building 
up those reserves in London. Yet such willingness is 
an important factor in the stability of sterling. 


Anglo-German Trade Agreement 
A new trade agreement was signed at Bonn on 
Monday between representatives of this country and 
Western Germany. This will run from April rst of . 
this year to the end of December. Much of it is there-— 
fore retroactive. ` 

The arrangement covers the export from this 
country into Germany of cotton, wool and linen 
yarns, textile machinery and miscellaneous chemicals 
as well as seasonal food. The United Kingdom will 
take from Germany steel and other metal manu- 
factures, foodstuffs, dyestuffs and miscellaneous 
chemicals. : 

During the German balance of payments difficulties 
in April and May, imports were virtually suspended. 
Since then, O.E.E.C., has defined the lines on whick 
Germany should arrange non-discriminatory quota 
schemes with other member countries of O.E.E.C. 
The new arrangement takes account of these rulings. 


Price Reductions: End of Stage One? 
Recent falls in the prices of goods in the shops have 


- been continued and have spread into new lines in the 


past two weeks. In many cases the cuts have been 
substantial. It is too soon to tell if these efforts on the ` 
part of retailers to clear stocks have enticed the 
public back into the shops in large numbers. But it is 
pertinent to wonder whether these falls are going to 
go on or whether the downward adjustment is likely 
to be halted at this stage owing to the influence of 
conditions making for a return to higher prices. 

There is evidence that apart from the attitude of 
the shopping public the balance of factors is making 
for higher prices rather than lower ones. World prices, 
for example, are not continuing their notable down- 
ward spiral of recent months. In the case of wool 
which has attracted most attention this summer, 
prices are beginning to recover. Australian merino 
wool was at over 26s a lb. in March when prices 
were at a peak. Recently it slumped to around gs 2d. 
Last week it had recovered to about tos 4d. 

So far.as the position in this country is concerned, 
there is likely to be plenty of pressure from rising 
costs (both labour and raw materials) as well as 
increases of purchasing power seeking outlets over a 
smaller quantity of goods to cause prices to be firm 
over a lengthy period — until the defence drive eases 5 
off at any rate. This being.so, once heavy inventories 
have been worked off among wholesalers and retailers 
there is no certainty that prices will not be marked 
up again. How quickly that might happen would, of 
course, depend in part on the attitude of the buying 
public. 
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FINANCE AND COMMERCE 


Now that the stock markets can see the’ election 
platform from both sides, the issue has been clarified 
to some extent. It is either to be excess profits tax 
and, moderation in. dividends, or a capital gains tax 
and dividend limitation. There is little doubt which 
of these two evils the stock market considers the lesser, 
but as the market has no power to choose it is 
naturally Ee and uncertain. 


` Property Sale 
om the highlights of the financial world recently 


have been the very substantial deals in property. Six- 


and seven-figure transactions have been reported, 
some arranged by private treaty and therefore with 
no immediate interest to the general public: others 
involving property companies with quoted securities 
and thus with wider publicity. 

Among the latter has been the’sale of the whole of 
the freeholds and leaseholds of London Midland 
Associated Properties Ltd. The freeholds are shown in 
the balance sheet at March 31st, 1951, at £2,114,220 
and leaseholds at £587,949 (less £5,841 amortisation) 
based: on a professional valuation at January 31st, 
1947. Since balance-sheet date, contracts‘ have been 
exchanged for their sale at a price of £2,850,000. 
Pending completion, the purchaser takes all net 
income but undertakes to pay over an amount 


estimated at the rate of £140,000 per annum, subject i 


to adjustments. 

The chairman points out that the discrepancy 
between current assets and current: liabilities on 
which he commented a year ago became increasingly 
larger. It was a case either of selling properties or 
raising further ‘capital. And as it happened, a buyer 
“came along. Stockholders, he says, have every reason 
to be satisfied, for while it {js not intended to distribute 
any part of the amount to be received, the sale indi- 
cates a break-up value for ‘the ordinary stock of 
24s per 10 unit. ` 

Such a transaction, ‘the chairman adds, is not 
without its attendant problems, both as regards to 
the debenture-holders and their security and to the 
large ‘reinvestment programme necessary if the com- 
pany’s income is to be maintained. The first has been 
largely dealt with. Negotiations are well in hand for 
reinvestment with prospects of improved net revenue. 

We reprint the accounts this week. 


Increase to What ? 
Lieut.-Col. Wilfred Cabourn Smith, F.C.A., tells 
‘shareholders in United Gas Industries, of which he 
ïs chairman, that the company’s turnover ‘once 
again beat the previous record, the increase for the 
year being £274,533’. He adds that sales for the first 


four months of this year show a considerable increase ` 
over last year. It is evident that the chairman con- . 


siders the company’s position to be very satisfactory, 


to say the least. It would have been easier for share- 
holders to appraise the position, however, if the turn- 
over for the year had been given with a comparison 
so as to show the degree of improvement. By itself, 
£274, 533 Means nothing except that it is a movement 
in the right direction. 

Col. Smith joined the board during the year 
following the death of Mr S. E. Cash, chairman since 
the formation of the company twenty-one years ago. 
Messrs Cash, Stone & Go, Chartered Accountants, 


‘were responsible for arranging the combine and 


Col. Smith, then a partner, was responsible for the 
audit. 

The company brings together a number of con- 
cerns producing gas meters, water heaters, domestic 
cooking appliances, etc. 


1 Insurance Valuation 


In the case of accounts prepared on the basis of a 
fixed assets valuation, now obviously out of date, we 
strongly recommend the insertion of some evidence 
of current values. The following example taken from 
the consolidated balance sheet 'of the Parkland 
Manufacturing Co Ltd as at February 28th, 1951, 
provides as a note to the fixed assets, the current 
insurance valuation which shows the insured value 
to be seven times the book value. 


FIXED ASSETS 


£ D 


- (a) Freehold Land, Bulldings, Plant, Machin- 


ery, Fittings, Furniture, Motor Vehicles, 
etc, In the case of the Parent Company as 
per valuation.of Messrs Fuller, Horsey, 
Sons & Cassell at August 3lst, 1936, plus 
subsequent additions to February 29th, 
` 1948, at cost, less Sales; and at cost, less 
Sales, to February 29th, 1948, In the cases 
"of three Subsidiary Companies and In the 
case of one Subsidlary Company at cost less 

sales to September Ist, 1948 r 


(b) ee Eder since February 29th, 1948, and i 
In the case of one Subsidlary since oe 
` tember Ist, 1948-(at:cost) .. Sg . 


1,090,026. 


286,910 
‘1,376,936. 





Less. 


Depreciation to date, ‘and In the case of one 
` Subsidiary Company, amount written off 
under Capltal Reduction Scheme on (a) 


Depreciation to date on (b).. 


737,521 
84,918 








822,439 
: e . —- 554,497" 
` Note. The Fixed Assets totalling £554,497 - 
"are Insured for the sum of £2,744,125 valued 

on reinstatement basis except In the case of 

buildings of one Subsidiary which are valued 

on basis of indemnity value. 

Another point in these accounts is the transfer of 

the reserve for variation of raw material prices and: 
the trade investment reserve to the reserve for con- 
tingencies ‘so that there will be one reserve against 
contingencies of all kinds’. 


‘The move seems eminently reasonable. 


Only 5 Per Cent 


Mr Geoffrey Bostock, F.c.a:, chairman of Burberrys 
Ltd, tells shareholders, in his statement with the: 
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LONDON MIDLAND ASSOCIATED PROPERTIES LIMITED 
Balance Sheet as at March 3ist, 1951 
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1950 ` Authorized issued 
£ Capital £ £ 
44 per cent “Cumulative Preference 
Stock .. a .. 396,000 396,000 
Ordinary Stock . 264,000 264,000 - 
Shares of £10 each 340,000 — 
: 660,000 £1,000,000 660,000 
Capital Reserve 
Balance at January 31st, 1950 .. 199,405 ` 
Less Expenses: acquisition of 
properties . £1,773 
Amounts written off in 
respect of houses sold ‘2,396 
_—_ 4,169 
199,676 195,236 
Revenue Reserves 
1,638 General Reserve 4,175 
Profit and Loss Account, Balance es 
15,296 appropriated .. DN 24,966 tt 
16,934 —— 29,141 
876,610 $84,377 
Loan Capital (Secured) M 
3} per cent First Mortgage Debenture 
1,490,900 Stock .. . 1,500,000 
Less Amount “redeemed and can- 
celled . oe P 24,092 
1,475,908 ` 
Note. £180,500 of 44 per cent Deben- 
ture Stock Issued as collateral has been 
redeemed and is available for relssue. 
Provisions for Maintenance and ne: 
5,000 pairs ae — 
Current Liabilities and. Provistons 
9,244 Sundry Creditors and Accrued charges 3,557 
Holding Ser Loan and Current 
— Account 45,391 
81,498 Subsidiary Company’ s Current “Accnt 63,124 t 
56,780 Current Taxation Accrued... 31,535 
Debenture Interest Accrued (less in- E 
13,325 come Tax) t 4,397 
Dividend on Preference Stock des 
4,901 Income Tax R 1,633 
é Proposed Final Dividend on Ordinary 
12,342 Stack (fess Income Tax) ! É 79,702 .: 
178,087 —~ 159,339. 
£2,550,597 £2,519,624 








accounts to March 31st, of the company’s. predica- 


ment under the proposed dividend freeze. The 
busiriess, he says, has produced a profit before taxa- 


tion of £371,254 as compared with £185,466 ‘in: 


1949-50, the highest recorded except for 1920 — the 


company’s first year- when the figure was £408,949. ° 
He emphasizes, however, that the pounds of today 


are not what they were. 
While he hopes for a satisfactory profit during the 


current year, he points out that if the control pro- ` 


posals become law, the maximum distribution on the 


‘A’ and ‘B’ stocks will be 5 per cent, as no dividend ` 


was paid on these stocks for the past two years. 
Arbitrary selection of the past two years as the 
basis for dividend payments during the next three 
years, he says, is unfair, particularly so in the case of 
companies which have been unable to pay regular 
dividends. In such cases, he maintains, the ordinary 


stockholders can reasonably expect to get something ` 


more than 5 per cent to make up for the bad years. 


1950 ~~ 
£ Fixed Assets £ É. 
Freehold and Leasehold Properties 
Based on Professional Valuation as at 
January 31st, 1947, with additions 
since, at cost: 





1,774,072 Freehold Properties , 1,774,289 
547,916 Leasehold Properties £547,911 - 
Less Provision for Amor- 
` 3,709 tlsation Ka 5,237 
544,202 542,674 
` 2,318,274 2,316,963 
British Government Securities, at 
H cost (held by Debenture Stock %4 
7,050 Trustees) (Market Value £7,209) .. 
Cash in hands of Debanture Stock 
560 Trustees oo SS 
1,747 Motor Cars 
2,327,631 
Shares in Subsidiary Company, at 
cost, less amounts written off In 
169,340 respect of houses sold Ze 


Current Assets 
Sundry Debtors and Prepayments eee 


69 Deposits with Building Societies — 
Stocks of Fuel and Maintenance Materials 


Sundry Investments (unquoted) Issa 
Reserve 


Balance at Bank and Cash in hand 











28,37 


53,626 


Notes 

D: The Company has entered Into an agree- 
ment to sell all its freehold and leasehold pro- 
perties for £2,575,000. Pending completion 
(which has not yet taken placé) the purchaser 
is entitled to receive the net Income from the 
properties and has undertaken to pay to the 
Company an amount estimated at the rate of 
£121,000 per annum, subject to adjustments, 

(2) There is a contingent liability of £16,493 
in respect of partly paid shares held in Finance 
Corporation or Industry Ltd, 

(3) Profits Tax for the period from July Ist, 
1950, In excess of [0 per cent will be-borne by 
the Holding Company which has elected to be 
assessed on a group basis, 


R. W. R. ALLEN 
R. LUDKIN }oirectors 


£2,550,597 £2,519,62! 















George Cohen, Sons & Co 
When referring to the accounts of George Cohen, 
Sons & Co Ltd last week, we said that Mr George 
Cohen was chairman of the company. We are re- 
minded that although Mr George may still be a 
member of the board in spirit he has not been so in 
body these hundred years or more. The present 
chairman and managing director is Mr Cyril M. 
Cohen. . 
‘Money Market 

Although an additional £20 million of Treasury bills 
was available on September 28th, making the total 
offer £260 million, applications at 338,720,000 were 
less than £3 million higher than the previous week. 
As a result the allotment basis was 68 per cent of 
requirements. The average rate was lowered to 
10s 2:98d per cent compared with ros 487d per cent 
previously. This week the offer of bills is reduced | 
to £250 million. There is no call against E 
deposit receipts this week. 


Bai 
ege 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Stocks, Standards and Variances 


SIR, — In his letter in The Accountant of September 
zgth, Mr P. Lloyd raises the point as to whether in 
my simplified examples I intended the adjustment of 
the provision to reduce stock from ‘cost’? down to 
‘market value’ to be a ‘net’ figure, i.e. the difference 
between the provision brought forward from last year 
in respect of the opening stock and the provision 
required on the closing stock. The answer is yes. 

The provision strikes me as being almost precisely 
analogous to that made in respect of doubtful debts. 
We write off bad debts actually incurred; likewise we 
write off unrealizable stock. Then we make a provision 
to cover any doubtful debts that may not be realized. 
We do not alter the amount of debt shown against 
the debtor. Each year we calculate the provision 
required and write off to profit and loss account 
gny difference between last year’s provision and the 
provision required this year. 

So I see no reason why the provision for doubtful 
stock should not be treated in the same way. The 
trading account would open with stock at (standard) 
cost, and close with stock at (standard) cost, after 
writing off any unsaleable stock. It will then show 
what profit or loss was, in fact, ultimately realized on 
the stock brought forward from last year. 

The provision brought forward from last year is 
then brought into credit. It represents the extent to 
which this year’s distributable profits have benefited 
by amounts brought forward from last year. In fact, 
if the provision made last year was unduly pessimistic 
and was not ultimately justified, then it represents 
‘a ‘windfall’ to the credit of this year’s distributable 
profit. 

The provision required in respect of the closing 
stock is then deducted before striking the balance of 
distributable profit for this year. 

Yours faithfully, 


Ragnall, Notts. F. CLIVE de PAULA. 


` Accounting Terms and Concepts 


Sir, — I have read the report of the Joint Exploratory 
Committee appointed by the Institute of Chartered 
Accountants and the National Institute of Economic 
and Social Research which you, sir, reviewed in your 
issue of August 25th, 1951, and I agree with you 
that it clears the air and pins.down the points of 
difference between economists and accountants, yet 
it is disappointing to find that after more than five 
ae of discussion this committee has achieved little 
more than to agree to differ. 

It is not, I presume, intended that further explora- 
tion of their differences should be abandoned, and 
for my part I think our Institute has been too kind 
in this matter. It is the economists who demand a 


change in the definition of profit and it is for them 
to show that the alteration is desirable and practical. 
Again, it is the economist who should take the broad 
view, bringing a balanced judgment to all aspects of 
the matter, whereas they appear to hold firmly to 
the idea of real wealth. to: the exclusion of other 
considerations. 

If we could deal all the time in real wealth there 
would be no money to become unstable and no 
problem to be solved. This being impossible, I do 
not taink we shall improve the rules of the game by 
singling out profit for special treatment. From a 
national point of view, if profit is calculated by 
orthodox methods and all income is spent, as a nation 
we shall, in times of inflation, be living on our capital. 
This cannot be disputed, but since this capital is all 
owned by one section of the community we cannot 
rectifv the matter unless we are prepared to protect 
the savings of this section from the effects of inflation, 
while doing nothing for other savings. 

Since savings are equal to outlay on equipment and 
additions to stocks, from a national point of view 
those who have saved have, as it were, a lien on those 
additions, for their labour went into the common 
pool, but their spending did not draw out as much 
as they put in. Consequently, any unbiased man 
must admit that all savings should be treated alike. 
If they are invested in equities they are protected 
by the economists’ real wealth principle, but if for 
the sake of security they are loaned to the owners of 
real wealth they are not protected, yet the owners, 
who have not saved in this instance, are protected. 
I submit that economists must say how this gross 
injustice is to be avoided before their proposal can 
even be considered by accountants. 

This is no idle quibbling. The cure for inflation 
is not to cut down outlay on new equipment, for 
increased equipment is the basis of a better standard 
of living. On the contrary, it is to increase saving, 
and since taxation leaves so little to the rich it is 
small savings which must be fostered, and the natural 
outlet for these is to seek, one way or another, the 
security of a bond rather than equities which 
economists are so anxious to protect. 

But economists are not even consistent in applying 
their principle of real wealth. If we cling to orthodox 
profits in times of inflation we shall dip into our 
accumulated wealth, they say, so let’s change over 
to replacement cost accounting, however unjust or 
impractical it may be. Yet these same economists 
will advocate government deficit spending as a 
pump primer should unemployment rear its ugly 
head, in spite of the fact that deficit spending to 
date amcunts to some £25,000 million in return for 
which it is doubtful if the nation possesses as much 
as {500 million of real wealth. The rest has been 
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destroyed in many wars, or squandered in peace. 

If, then, it will improve the rules of the game to 
adopt the principle of real wealth, the voices of our 
economist friends should be raised just as loudly 
against government deficit spending as they are 
against orthodox profit. Yet instead of decrying it 
they advocate it. 

Their inconsistency cannot be denied, for just as 
orthodox accounting docs not provide for the whole 
of the wastage of real wealth, so the principle of 
deficit spending ignores the fact that the wealth 
created by those who received the money is destroyed. 
In fact it goes further, for the money received is 
regarded as part of the national income even if no 
services are given in return and, therefore, no wealth 
is created, The result is that nearly £25,000 million 
of saving has no backing of real wealth. Why, then, 
be so concerned if saving part of orthodox profit 
does not result in an addition to real wealth but merely 
offsets the effect of inflation. Having swallowed the 
camel, why strain at the gnat. 

There is no way of avoiding this except we give up 
deficit spending and that is impractical. It is after 
all a useful tool in the world of money. But the idea 
that business men should be rewarded by the differ- 
ence between their cost and their selling price is 
also a useful tool. Merely on a question of principle, 
having accepted the one they must accept the other, 
which demolishes the case they have put up, for I 
would remind you, sir, that in their joint report they 
have done no more than set out the principle of real 
wealth as applied to the calculation of profit. 

If, then, they still wish to alter the definition of 
profit they must abandon the question of principle and 
fall back upon practical necessity. This means that 
they must show that if the new definition is not 
adopted the life-blood of British industry will drain 
away, but this avenue of escape is closed to them, 
for, as I pointed out in a recent article published by 
you, it is impossible for them to show that there is 


any danger of this happening as a result of retaining 


the orthodox method of calculating profits. 
` If economists wish to apply the principle of real 
wealth merely for national accounting purposes, 
accountants, of course, have no quarrel with them, 
but if, as I understand is the case, they demand its 
application to the rules for the use of money, then 
considerations of justice and plain honesty arise 
which ĮI maintain leave accountants with no alterna- 
tive but to insist that the orthodox method is retained. 
The community has over many centuries evolved 
these rules which are designed to increase the useful- 
ness of money. They will work to the extent that the 
old-fashioned virtues of enterprise, honesty, hard 
work and thrift are fostered by the people. To my 
mind the change which economists advocate does 
not conform to these virtues, and I deplore the idea 
that by adopting the new definition of profit we as a 
profession would improve our service to the com- 
munity. At the best we should be trying in a well- 
meaning but mistaken way to make inflation work, 
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whereas all our efforts should be concentrated on 
stopping this dishonest thing which is slowly under- 
mining the stability of the state. ` 

There has recently appeared in The Economist a 
series of articles! in which the writer admits the 
injustice of inflation but suggests that as this condi- 
tion is likely to continue we should make our bed as 
comfortable as we can by correcting all income and 
all savings in relation to current prices, which 
amounts to adopting the principle of real wealth for 
all. This overcomes my objections, but as the editor 
of The Economist points out, to do this would inevit- 
ably lead to runaway inflation. This, to me, is the 
perfect example of the ultimate end of current 
economic thinking, for these economists, to me, are 
false prophets who would establish their erudition 


but in reality they szy to you and I, never mind how 
greedy, lazy and extravagant you are, leave everything 
to us and we will see that you never suffer for your 
sins. They offer us the broad highway, and how 
pleasant it appears, but it leads to destruction. 

Therefore I am fortified and encouraged by the 
action of our Institute in standing fast for orthodo 
methods, and I naturally hope that they will not be. 
satisfied with the present stalemate, for I think that 
our position in relation to the public requires that 
we should speak with no uncertair. voice in this 
matter, yet may be, in their wisdom. they are right 
to say no and leave it at that. 

Yours faithfully, 

King’s Norton, Birmingham. H. A. BRISCOE. 


H 
1 


An Invitation to Articled Clerks 


Sir, — May I have the hospitality of vour columns to! 
ask for names of articled clerks wha would be ata 





pared to join my articled clerk in an experimenta 
study period, which I propose to corduct in order to 
obtain factual evidence of certain educational 
theories. The study period will be held at my home, 
7 Mansfield Street, Portland Place, London, Wr, 
from 2 p.m. until 5 p.m. on Tuesdays. 

The articled clerks concerned must be of the same 
educational standard as my articled clerk, that is, 
they must have joined, or be joining their principals 
between July and November of this year, inclusive, 
and because they must be working from the same 
books, they must be taking the elementary corres- 
pondence course of the same firm as my articled clerk. 

The primary object of the instruction which I shall 
give will be to guide the articled clerk to plan his own 
studies and to show him how to work. It is planned 
to run the study periods for an initial trial period of 
two, and a half months, commencing as soon a 
possible after the publication of this letter. There 
will be no charge. 
Yours faithfully, 

ANCRUM F. EVANS. 


1 Published separately by The Economist under the title 
The Age of Inflation. 


London, Wr. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS OF SCOTLAND 
NEW MEMBERS ` 


Ninety-nine applicants were admitted to membership 
f the Institute at a special general meeting held in 
Sdinburgh on September 21st, 1951. Their names are 
set out below in alphabetical order, the names of the 
irms with which they served their apprenticeships 
seing shown in brackets. 


Adamson, William (Arthur Walker, Edinburgh). 

Aitken, John (Mann, Judd,-Gordon & Co, Glasgow). 
Alexander, James Watson (John E. Watson & Co, Glasgow). 
Allan, Donald Grant (R. & E. Scott, Edinburgh). 

Archer, Anderson (A. G. Murray & Co, Edinburgh). 
Armour, Peter Hamish (Romanes & Munro, Edinburgh). 


Baillie, James (McLay, McAlister & McGibbon, Glasgow). 

3ain, Harry Edward (Romanes & Aitchison, Edinburgh). 

Barclay, Robert Reid (Blair & Young, Glasgow). 

Bartholomew, Edward Guy (Brown, Fleming & Murray, 
London). 

Bishop, Robert Henry Anderson (McLachlan & Brown, 
Glasgow). 

Bisset, Thomas Melville (Harold Sinclair & Blair, Glasgow). 

Boyd, William Bryce (Galbraith, McEwan & Co, Glasgow). 

Brebner, David Alexander (Thomson McLintock & Co, 
London). 

Brock, Andrew Duncan (Wm. Duncan & Co, Glasgow). 

Brooks, William Norman (A. & J. Robertson, Edinburgh). 

Brown, James Adamson (Arthur. Walker, Edinburgh). 

Bryson, Jeffrey (Kerr, MacLeod & Macfarlan, Glasgow). 

Burry, Ronald Duncan (Don & Stewart, Dundee). 

Cameron, Duncan Inglis (Alfred Tongue & Co, Glasgow). 

Campbell, James Wright (McLachlan & Brown, Glasgow). 

Campbell Penney, Michael Erroll (John M. Geoghegan & 
Co, Edinburgh). 

Carvel, John Oswald Alexander (McLay, McAlister & 
McGibbon, Glasgow). 

Chaplain, Ian Ingram Bertram (Gillespie & Anderson, 

. Glasgow). 

Clow, William McCallum (John E. Watson & Co, Glasgow). 

Corrance, John Thorburn (Wm. Duncan & Co, Glasgow). 

Cowie, John Duncan (McClelland, Ker & Co, Glasgow). 

Cree, Robert Maxwell Hannay (McClelland, Ker & Co, 
Glasgow). 

Croll, Andrew Law (Moody Stuart & Robertson, Dundee). 

Cutmore, Peter Ronald (Thomson, McLintock & Co, 
London). 

Duane, Geoffrey Edward (F. A. Ritson & Co, Elgin and 
A. G. McBain & Co, Glasgow). 

Fraser, William Alexander (Rattray Brothers, Alexander & 
France, Glasgow). 

Gall, William (Wm. Duncan & Co, Glasgow). 

Gardiner, Frederick Michie (James Milne & Co, Aberdeen). 

Gardner, Hugh John (Peat, Marwick, Mitchell & Co, 
Glasgow). 

Gordon, Charles (Moores, Carson & Watson, Glasgow). 

Graham, James Robertson (W. R. Campbell, Falkirk). 

Hamilton, Gavin Crawford (McClelland, Ker & Co, 
Glasgow). 

Hamilton, William Montgomerie (Reid & Mair, Glasgow). 

Hardie, John (Steven, Lindsay Scott & Co, Glasgow). 

Hardie, Michael Scott (Chiene & Tait, Edinburgh). 


Hare, -Robert Charles (Wrigley, Cregan, Todd & Co, 


London). 

Hay, James Renton (A. & C. M. Davidson Smith, Edin- 
burgh). 

Haynes, Michael Leonard (J. Wyllie Guild & Ballantine, 
Glasgow). 


Herd, Thomas Cunningham (John E. Watson & Co, 
Glasgow). 

Hillcoat, Robert (Peacock & Henry, Glasgow). 

Inglis. Thomas Alexander (A. & C. M. Davidson Smith, 
Edinburgh). 

Jack, Robert Reid (Kerr, Macleod & Macfarlan, Glasgow). 

Jones, Norman Bruce Baskerfeild (Elles, Reeve & Co, 
London). S 

Kerr, George Henderson (W. R. McDonald & Gordon, 
Edinburgh). 

Kirby, Michael Lawrence (Smedley, Rule & Co, London). 

Lowry, Daniel Jamie (Walter & W. B. Galbraith, Glasgow). 

Lowth, Mark Robert Tregonwell (Brown, Fleming & 
Murray, London). ` 

Luczyc-Wyhowski, Stanislaw Joseph Leon (Chiene &; Tait, 
Edinburgh). 

McArthur, William (S. Easton Simmers & Co, Glasgow). 

McCrae, Andrew (Thomson McLintock & Co, Glasgow). 

McDermid, Archibald Robb (Alexander Sloan & Co, and 
Alexander McDermid, Glasgow). 

Macdonald, James Simon Forbes (Martin, Currie & Co, 
Edinburgh). 

MclInroy, Alan Roderick (Scott-Moncrieff, Thomson & ` 
Shiells, Edinburgh). 

McKay, Angus Donald (Kidston, Goff & Harvey, Glasgow). 

Mackenzie, Henry Gordon (Arthur Walker, Edinburgh). 

McKerrell, Alexander Dewar (John E. Watson & Co, 
Glasgow). 

Macnab, John Duncan (Kennedy Smellie & Co, Edinburgh). 

Magowan, Samuel (Alexander Sloan & Co, Glasgow). 

Melrose, Thomas Vance (Taylor & Ireland, Glasgow). 

Mitchell, John (A. G. Murray & Co, ‘Edinbur gh). 

Morison, Robert MacKenzie (Thomas Mel Zack & Co, 
London). 

Murphy, Maurice Coghill (Lindsay, Jamieson & Haldane, 
Edinburgh). 

Murray, David Alexander Roberts (John M. Geoghegan 
& Co, Edinburgh). 

Normand, The Honourable William (Chiene & Tait, 
Edinburgh).. 

Paterson, Alan Sinclair (Peacock & Henry, Glasgow). 

Pollard, Hugh Robert (Martin, Currie & Co, Edinburgh). 

Pomphrey, Charles Frederick (Wallace & Somerville, 
` Edinburgh). 

Ralston, Frederick William (Muir & McIntyre, Glasgow). 

EE John Charles (Charles Burrows & Co, Edin- 

urgh) 

Richmond, George Walker Grant (Grahams, Rintoul, Hay, 
Bell & Co, Glasgow). 

Robertson, David Ivan (Henderson & Loggie, Dundee). 

Robertson, Kenneth Mackenzie (Howden & Molleson, 
Edinburgh). 

Robin, Alistair Don (Kidston, Goff & Harvey, Glasgow). 

Rowland, Michael Arthur (Smedley, Rule & Co, London). 

Scouller, Daniel Gilmour (Mann, Judd, Gordon & Co, 
Glasgow). 

Sharp, George Kenneth (Thomson McLintock & Co, 
Glasgow). - 

Shaw, ‘Alexander Currie (Thomson McLintock & Co, 
Glasgow). 

Sloan, Donald Allen (Wm. Home Cook & Co, Edinburgh). 

Smith, onald Thomson (William D. Anderson, Edin- 

urgh) 

Smith, Sydney Harold (McClelland, Ker & Co, London). 

Stevenson, Ian Laidlaw. (Thomson McLintock & Co, 
Glasgow). 
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Strachan, Henry (McLachlan & Brown, Kilmarnock). 

Strover, George Miles (Brown, Fleming & Murray, 
London). 

Stuart, Walter Murie (J. & R. Morison & Co, Perth, and 
John M. Geoghegan & Co, Edinburgh). 

Taylor, William Scott (Miller, McIntyre & Gellatly, 
Dundee), 

Templeton, John Kinniburgh (McClelland, Ker & Co, 
Glasgow). 


NOTES AND NOTICES 


Personal 


Messrs ANNAN, DEXTER & Co, Chartered Account- 
ants, 21 Ironmonger Lane, London, EC2, announce 
that they have taken into partnership as from 
October rst, 1951, Mr CHRISTOPHER INGRAM 
BOSTOCK, M.A., A.C.A., fourth son of their senior 
partner to whom he was articled. 

Messrs W. G. Hawson, Wo & Co, Chartered 
Accountants, of Hartshead Chambers, Sheffield, 1, 
announce that Mr G. R. LITTLEWOOD, A.C.A., 
A.S.A.A., Mr H. WOODRUFF, A.C.A., and Mr F. HYATT, 
A.C.A., A.S.A.A., have joined the firm as partners zs 
from October rst, 1951. The new partners have all 
been associated with the firm for a number of years. 

Messrs D. W. Coates, West, Grimwoop & Co, 
Chartered Accountants, of 72 and 74 Victoria Street, 
London, SW1, announce with regret the death of 
Mr Long, Henry weer, F.c.A., who had been a 
partner in the firm for over thirty years. The practice 
will be continued by the remaining partners and the 
firm name will be unchanged. b 

Messrs Grorce A. Touche & Co, Chartered 
Accountants, of London and Birmingham, announce 
that they have admitted to partnership, as from 
October 1st, 1951, Mr ANTHONY GEORGE TOUCHE, 
A.C.A., son of the senior partner. 

Messrs CLEMETSON, HILL & Co, Chartered Ac- 
countants, of 34 Pencester Road, Dover, and Messrs 
CLEMETSON, HILL, CRomwELL Woop & Co, Char- 
tered Accountants, of 5 Dane John, Canterbury, 
announce that Mr ALBERT HILL, A.C.A., has retired 
from partnership in the above firms as from Sep- 
tember 3oth, 1951. Mr EDWARD Henry STANFORD, 
A.C.A., has been admitted a partner to both firms as 
from October et, 1951. 

Mr Kennetu W. Deacon, F.c.a., and Mr ALEC 
GUILD, A.C.A., practising as Deacon, GuiLp & Co, 
Chartered Accountants, of Halifax Chambers, High 
Street, Coventry, announce that as from September 
Ist, 1951, they have taken into partnership Mr 
Ronn E. WEAVER, A.C.A., who served his articles 
under Mr Dracon and has since been a member of 
the staff for some years. The name of the firm will 
remain unchanged. 

Messrs Poutsom & Co, Chartered Accountants, of 
National Bank Building, Fenwick Street, Liverpool, 
and Pioneer Assurance Chambers, 31 Dale Street, 
Liverpool, announce that Mr Norman GEOFFREY 
WILIS, A.C.A., has been admitted to partnership as 
from October rst, 1951. The name of the firm remains 
unchanged. 
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Thom, Hugh (Todd & Gordon, Glasgow). 

Thomson, James Garden Cornwallis (J. C. Thomson & 
Co, and J. Wyllie Guild & Co, Glasgow). 

Thorburn, Robert (Baird & Macmillan, Glasgow). 

Waddell, Walter (Thomson McLintock & Co, Glasgow). 

Watson, Roderick Dallas (David Strathie & Co, Glasgow). 

Weatherstone, Robert Bruce (McKerrel Brown & Gray, 
and Wm. Home Cook & Co, Edinburgh). 

Womack, Alan Frederick (George A. Touche & Co, London). 


Messrs Creasey, Don & WICKENDEN, Chartered 
Accountants, announce that their Tonbridge office 
has removed to Westminster Bank Chambers, 136 
High Street, Tonbridge, Kent. The telephone remains 
Tonbridge 3893. 

Messrs Cayzer & Co, Chartered Accountants, of 
London and High Wycombe, announce that as from 
October 1st, their London address has been changed 
to 27 John Adam Street, Adelphi, WC2. Telephone: 
Trafalgar 1932. 

Messrs Watton, Watrs & Co, Chartered 
Accoyntants, of Chancery Chambers, 55 Brown Street, 
Manchester, 2, anrounce with regret the death on 
September zıst of their second partner, Mr Hornet 
STANLEY WILSON, F.C.A. The firm is being carried on 
in the same name by the four remaining partners. 


Professional Note 
Mr Douglas A. Clarke, LL.B., F.c.A., a partner in the 
firm of Pannell, Crewdson & Hardy, Chartered 
Accountants, has keen appointed by the Bishop of 
London to be a member of the Committee for the 
redistribution of City Parochial Charities grants to 
City churches. 

The Institute’s Autumnal Meeting 
Those members of the Institute attending the 
autumnal meeting on October 11th to 13th, who will 
be travelling to Torquay by car, are warned that 
delays to road traffic are likely to occur in the area 
covered by the military manoeuvres which will then 
be in progress, especially on the Lendon—Bath (A4) 
and the London—Exeter (A30) roads. 

We understand Com the War Office, however, that 
plainly indicated diversions for civilian traffic will be 
in operation at certain periods and if these are fol- 
lowed delays will be minimized. Motorists are | 
nevertheless advised as far as possible to avoid 
entering the area of major military congestion. We 
also gather that in order to make the exercise as 
realistic as possible, lighting on military vehicles will 
be reduced to a minimum and in certain cases lighting 
may be dispensed with altogether. 


London and District Society of Chartered 
Accountants 


On Tuesday, October 23rd, Mr Frederick Grant, 


K.c., will give a lecture on ‘Points arising on the 
Finance Act, 1951’, at 6 p.m. in the Hall of the 
Chartered Insurance Institute, Aldermanbury, EC2. 

Full details of the programme for 1951-52 will be 
issued shortly. 
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Double Taxation Relief 


fhe Share and Loan Department of the Stock 
exchange has published, as a supplement to the 
tock Exchange Weekly Official Intelligence, a table 
howing the maximum rates by reference to which 
shareholders may claim relief from United Kingdom 
income-tax in respect of dividends received from 
yversea companies. The table covers the tax years 
1946-47 to 1949-50 inclusive and also gives the 
agreed fraction, where appropriate, of the profits 
which have already borne United Kingdom income- 
tax in the companies’ hands ~ this for the purpose of 
Section 31, Finance Act, 1946. A very large number 
of companies appear and are grouped in countries, 
in alphabetical order. The price of-the supplement 
is one shilling, post free. 


Institute of Cost and Works Accountants 
REGIONAL CONFERENCES 


The first of this session’s series of regional confer- 
ences, sponsored by branches of the Institute of 
Cost and Works Accountants, was held last Saturday 
at the Adelphi Hotel, Liverpool. Further con- 
ferences, now a regular feature of the Institute’s 
activities, will be held at Birmingham on October“ 
13th, London on December 8th, and Newcastle on 
April sth, 1952. 

At the north-west regional cost conference the 
Lord Mayor of Liverpool, Alderman Vere E. Cotton, 
LBE, T.D., welcomed delegates, after which con- 
sideration was given to a paper ‘Stores control in 
practice’, by Mr J. Fewlass, a.c.w.a., A.C.1.S., cost 
accountant, British Cod Liver Oils (Hull & Grimsby) 
Ltd. At the afternoon session the conference dis- 
cussed a paper ‘Integration or reconciliation’, by 
Mr A. Marshall, a.c.w.a., cost accountant and 
secretary, James Laing, Son & Co Ltd. The chair- 
man at the morning session was Mr A. W. Muse, 
F.C.W.A., F.A.C.C.A., President of the Institute, and 
in the afternoon Mr F. Leadbetter, F.c.W.A., F.C.LS., 
director and secretary, Horrockses Crewdson & 
Co Ltd. . 

At the luncheon the guest of honour was Sir Rex 
Hodges, J.P., general manager and secretary, Mersey 
Docks and Harbour Board, and among the other 
distinguished guests were: « 

The Lord Mayor of Liverpool; Mr K. G. M. 
Harding, B.A., F.C.A. (President, the Liverpool Society 
of Chartered Accountants); Mr Bertram Nelson, J.P., 
7.8.A.A. (Chairman of the Liverpool Chamber of Com- 
nerce, Vice-President of the Society of Incorporated 
Accountants and Auditors; Mr John Ainsworth, 
M.B.E., F.I.M.T.A. (City Treasurer of Liverpool); Mr 
H. J. C. Davies, F.c.1.8. (Chairman, Liverpool and Dis- 
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trict Branch, Chartered Institute of Secretaries); Mr 
S. W. Hanscombe, M.B.E., A.S.A.A. (President, Liverpool 
Branch, Society of Incorporated Accountants and 
Auditors); and Mr T. E. A. Killip, F.A.c.c.A. (President, 
Liverpool Branch, Association of Certified and. Cor- 
porate Accountants (a past President of the Association)). 


The Chartered Accountant Students’ Society 
` of London 


LECTURES ON AUDITING 

A lecture on ‘The auditor and the law’ by Mr 
Phineas Quass, Barrister-at-Law, to be given in the 
Oak Hall of the Institute on Monday, October 8th, 
at 5.30 p.m., will be the first of the course of lectures, 
demonstrations and discussions on auditing arrarged 
for the autumn session of the London Students’ 
Society. It will be followed on subsequent Mondays 
by lectures on ‘Investigations and special audits’, 

‘The auditor and his client’, ‘Parliamentary control 
of public expenditure’, and ‘Stock-in-trade in auditing 
practice’, The lecturers all have practical experience 
of their subjects at high levels. The object of this 
course is to provide, not mere text-book knowledge, 
but.real practical experience which will be of much 
needed help in meeting both the requirements of the 
practical standard set by the examinations of the 
Institute, and also the needs of the chartered 
accountant in his daily work. 


COURSE FOR SPEAKERS 

The Carr-Saunders Report on Professional Educa- 
tion will be the subject of a debate to open the 
autumn session of the Course for Speakers for mem- 
bers of the London Students’ Society. The report is 
of special importance to those who are entering, or 
have recently entered, the profession. The Council 
of the Institute has issued a booklet setting out its 
views on the recommendations. The subject is com- 
plicated, and the debate should be very helpful in 
setting out the considerations involved so that both 
those who speak and those who will listen may be 
enabled to arrive at an informed opinion on a matter 
which is of the greatest interest to all members of 
the profession. 

“The Course for Speakers which follows this 
E debate begins with meetings at which 
short speeches are made on simple moticns. Each 
subsequent meeting is graduated so that students 
may take the opportunity to acquire and develop the 
ability to make clear statements of fact and opinion, 
which is so valuable an attribute to the qualified 
accountant, . 

The debate on the Carr-Saunders Report will 
open in the Oak Hall of the Institute on ‘Tuesday, 
October oth, at 5.30 p.m. 
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Liverpool Chartered Accountant Students’ 
Association 
In order to consider means of improving facilities for 
students from Chester and North Wales, a meeting 
was held at Rhyl on September 24th. It was attended 
by eighteen members from Chester and North Wales 
and nineteen from Liverpool. 

As a result of the discussion which took place, it 
was decided to form a Chester and North’ Wales 
Branch of the Association. Mr R. T. Smith, F.c.a., 
of Rhyl, undertook to be the first chairman of the 
branch. A committee was formed of three representa- 
tives from Chester and three from North Wales. Mr 
M. C. Sunter, one of the Chester representatives, was 
appointed honorary secretary. 

It is proposed to hold the first branch meeting on 
the evening of Wednesday, October 31st, when two 
lectures will be given. Any interested students should 
send their names to Mr M. C. Sunter, c/o Messrs 
Jones & Hack, ro Whitefriars, Chester. 


The Chartered Institute of Secretaries 


WORLD-WIDE JUBILEE 
Last Monday members and friends of the Chartered 


Institute of Secretaries met together all over the ~ 


world to celebrate the founding of the Institute by 
Mr Thomas Brown sixty years ago to the very day. 
In the Mansion House in London, the Lady Mayoress, 
Lady Lowson, cut the 56-lb. birthday cake made 
from ingredients contributed by the leading Com- 
monwealth countries; portions were sent to, the 
chairmen of all overseas gatherings. 

A dinner held by the London branch of the 
Institute was attended by some 700 chartered secre- 
taries and their guests and was, in the words of the 
chairman, Mr Eric C. Chidwick, ‘the largest repre- 
sentative gathering of Institute members ever to 
have been assembled under one roof’. The President 
of the Institute, Sir Edward Wilshaw, K.c.M.G., read 
a birthday cablegram which had been sent from 
London earlier in the day and had travelled round 
the world gathering the good wishes of the partici- 
pating countries. He also read the message of greeting 
which had been recorded by him to be broadcast at 
the various celebrations being held throughout the 
United Kingdom, Eire and the Empire. Concluding 
his message the President said: 

“Two things emerge from the study of secretaries 
of the past. One is that efficiency and integrity have 
enabled them not only to survive change, but to 
turn it to the advantage of their fellow men. The 
other is the traditional association of secretaries and 
kings. In our day this tradition is preserved in the 
motto of our Institute: “Ever watchful, with the 
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King’s help”, and in the gracious patronage of Hi: 
- Majesty King George VI which we enjoy today 
So, in this Festival of Britain vear, from the Cit] 
of London beside the Thames, I wish each of you 
a great and adventurous future, and I bid -yor 
“Love the brotherhood, fear God, honour the 
King”. $ 
The dinner was preceded by the parade through 
the hall, with musical honours, of a stuffed secretary 
bird, the gift of the South African members, which 
had been flown to London for the occasion. 


Annotated Tax Cases 


Part three of Volume XXX of the Annotated Tax 
Cases, edited by Mr Roy Borneman, of Gray’s Inn, 
Barrister-at-Law, is published today and contain 

reports, wit notes on the judgments, cf the followin 

cases: In re Gibbs (Ch.D.); In re Beit (Ch.D.); Littma 

v. Barron (C.A.); In re Cunhiffe-Cwen (Ch.D.); 

Birmingham Smail Arms Co Ltd v. CIR. (H.L.); 

In re Brassey’s Resettlement (C.A); In re Payton, 
In re Austin Motor Co Lid (C.A.); Napier v. National 
Business Agency Lid (C.A.); In re Batley (C.A.); 

Bernard and Shaw Ltd v. Shaw (K.B.D.). 

The annual subscription to the yee äi 
Cases is 30s post free, the publishers being Gee & 
Co (Publishers) Ltd, 27-28 Basinghall Street, 
London, EC2. 


Seventy-five Years Ago 
From Whe Accountant or OcroBer 7th, 1876 
Excerpt from the opening paragraph of a note entitled 
A Commercial View of Bankruptcy Law 


We are glad to observe that although the recent! 
abortive Bankruptcy Bill did nothing else, it suc-' 
ceeded in causing a widespread and searching 
criticism into the general theory and practice o 
bankruptcy law. Besides the winnowing given to thé 
subject by the Press, private individuals and societies 
have not been slow in putting forth their views in 
the same direction. Mr C. R. Trevor, the hon. | 
secretary of the Manchester Institute of Accountants, 
some time ago prepared a paper (afterwards printed ' 
in a pamphlet form) in which he pointed out and 
criticized the innovations which the new Bill would 
have brought about had it become law; anc if we are 
rightly informed, the two large accountants’ societies 
which have their headquarters in London have been 
giving considerable attention to the same subject. 
All this is very desirable, and the results cannot fail 
to be valuable; but the work would not be complete 
had the mercantile community refrained rom ex- 
pressing their opinion on the question of Rey 
law reform. 
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CANADIAN AUDIT REPORTS . 


T is a fact too often forgotten that an expression of opinion, 
IR be of value, must be backed by sound knowledge and sane 
judgment. This simple principle, the scrupulous observance 
of which has done much to establish the authority of the account- 


` ancy profession, should be constantly in the minds of members 


who seek further to enhance the dignity of their calling. 

An excellent example of this awareness has just ccme from 
Canada in the form of the latest bulletin of the Committee on 
Accounting and Auditing Research of the Canadian Institute of 
Chartered Accountants.1 It deals with the auditor’s report and 
its purpose is to recommend a standard form of wording which 
will not only comply with the requirements of the Companies 
Act, 1934 (Canada), but also be in accordance with the best 
current practice in that country, one important feature of which 
in recent years has been the tendency to give greater considera- 
tion to the profit and loss account. Although neither the 1934 Act 
nor any of the provincial Companies Acts specifically suggests that 
the auditor should report upon it, many accountants in practice do 
so. Accordingly, the Committee proposes that the auditor should 
now always include in his report his opinion of the “statements 
of profit and loss and surplus’ as well as of the balance sheet. 

' The full wording of the unqualified report by the cuditor to 
the shareholders of a limited company recommended by the 
committee is: 

‘I have examined the balance sheet of the..... .. company 
limited as at........ and the statements of profit and loss and 
surplus for the year ended on that date and have obtained all the 
information and explanations I have required. My examination 
included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as I 
considered necessary in the circumstances. 

‘In my opinion the accompanying balance sheet and statements 
of profit and loss and surplus are properly drawn up so as to exhibit 
a true and correct view of the state of the affairs of the company as 
Ss and the results of its operations for the year ended on 
that date, according to the best of my information and the explana- 
tions given to me and as shown by the books of the company.’ 


The principle implicit in this form, which does not differ greatly 


` from that outlined by the Companies Act, 1948, in this country, 


is that the auditor should not express an opinion on a set of 
financial accounts until he has made a sufficiently comprehensive 
examination of the company’s system and records. The nature 
and extent of this examination will, of course, vary according to 
circumstances and it is in determining the exact degree of the 
check required in each case that the skill and judgment of the 


‘auditor has fully to be exercised. 


1 “The Auditor’s Report’. Bulletin No. 6 of the Committee on Accounting and 
Auditing Research of the Canadian Institute of Chartered Accountants, issued 
September 1951. 
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CAPITAL PROFITS DIVIDENDS 


. CAPITAL OR INCOME? .. 


by SPENCER G. MAURICE, ‘Barrister-at- Law 


ERTAIN companies which have lost 
. their assets as a result of the process of 

riationalization have declined to terminate 
their existence altogether by winding-up, but 
have instead determined to continue as invest- 
ment and holding companies. Such a case is that 
of Thomas Tilling Ltd. As a result of the Trans- 
port Act, 1947, the company’s considerable 


interests. in passenger road transport and road.. 
haulage undertakings were sold to the British: 


‘Transport Commission, The purchase price was 


£24,800,000, and was satisfied by the allotment ` 


to the company of British Transport 3 per cent 
Guaranteed Stock, 1968-73, at 101 per cent. ` 

` Stockholders were notified of this agreement 
‘in a statement issued by the chairman on 
‘November 8th, 1948, and later in the statement 
the chairman said that it was proposed to recom- 
mend at a meeting to be convened later that on 
April 1st, 1949, a capital distribution out of the 
amount received be made to holders of ordinary 
stock at the rate of Ze of British Transport 3 per 
‘cent Guaranteed Stock in respect of each {1 of 
stock of the company held. At an extraordinary 
general meeting of the company on March 17th, 


‘1949, its memorandum of association was altered 
so that the company became entirely an ‘invest-- 
‘ment and holding company, and a resolution was _ 
‘passed for the distribution of £20,600,000 British, 


“Transport Stock as a special capital profits divi- 
dend on the company’s ordinary stock, each 
stockholder on the register on February 21st, 
1949, receiving £5 of Transport stock for every 
£1 of ordinary stock of the company held by 
‘him. The dividend was duly paid on April ist, 
“1949. The question whether such a-distribution 
of the capital profits of the company was to be 
treated as capital or income in the hands of the 
recipients has led to an interesting series of cases. 


The Usual Rule 

Ta R. A. Hill and Others v. Permanent Trustee 
Company of New South Wales Ltd. and Others 
- ([1930], A.C. 720), Lord Russell of Killowen, 
delivering the judgment of the Judicial Com- 
mittee of the Privy Council, pointed out ([1930], 
A. Ve 729), that: 
i . moneys paid in respect of shares in a limited 

company may be income or corpus of a settled 


` share ee to the procedure adopted, i.e., 
` according as the moneys are paid by way of divi- 
dend ‘before liquidation or are paid by way of 
surplus assets in a winding-up’. 
Lord Russell of Killowen went on to point out 
that this state of affairs can only be prevented , 
from working injustice as between tenant for life 
and remaindermen by special provisions, defining 
their rights.in respect of moneys received from 
limited companies, being inserted in the trust 
instrument. His lordship proceeded to enunciate 
five principles relevant to the position inter se of 
beneficiaries under a trust comprising shares in 
a company in regard to distributions of moneys 
made by the company to its shareholders. It is 
sufficient for the present purpose to refer to the 
second and third of those EES which are 
as follows: 
‘(2), A limited company not in liquidation can 
~- make no payment by way of return of capital to its 
shareholders except as a step in an authorized 
reduction of capital. Any other payment made 
by it by means of which it parts with moneys to 
its shareholders must and can only be made by 
-way of dividing profits. Whether the payment is 
called “dividend” or “bonus”, or any other name, 
it still must remain a payment or division of profits. 
‘(3) Moneys so paid to a shareholder will (if he 
be a trustee) belong to the person ER 
entitled to the income of the trust estate. 


eed 


Possible Jurisdiction to Apportion i 
In In re Sechiari, Argenti v. Sechiari ([1950], 
1 All E.R. 417), the first of what may for con- 
venience be called collectively the Tilling cases, 
Romer, J., applying Hill v. Permanent Trustee 


` Company of New South Wales, held that the 


amount received by the trustees of the testatrix’s 
residuary trust fund as capital profits dividend 
was to be treated as income, and not as an accre- 
tion to the capital of the trust fund. The testatrix 
had given the fund to her trustees on trust for all 
her six children (all of whom survived her) in 
equal shares, and the trustees held each share on 
trust to pay the income to the child for life with ) 
remainder to that child’s issue. Romer, J.’s, 
declaration was accordingly limited to being a 
declaration on the construction of the will, and 
in the events which had happened, and the order 


.was made without prejudice to any question 
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whether, in the circumistances, in the administra- 
tion of. the trust, the Court had, or would exer- 
“cise, any jurisdiction to apportion the dividend on 
equitable principles between income and capital. 


Possible Reasons for Apportionment 
The circumstances of In re Kleinwort’s Settle- 
ment Trusts, Westminster Bank Ltd and Others v. 
Bennett and Others ([1951], 2 All E.R. 328), were 
indistinguishable from those in In re Sechiari, but 
Vaisey, J., was called upon to consider, though he 
did not in the circumstances have to decide, 
whether the Court had that jurisdiction to appor- 
tion which, in In re Sechiari, Romer, J., had 
suggested might exist. Considering this point, 
Vaisey, J., thought that it might’ be that that 
jurisdiction only existed where the trustees had 
been guilty of a breach of trust. He gave as an 
example of such a case the purchase by the 
trustees of the Tilling stock on the eve of or 
_ shortly before the résolution of March 17th, 1949, 
_ at the instigation of, or expressly with the object 

of benefiting, a life. tenant, or for some other 
ulterior motive. 
` It was pointed out during the argument of the 
case that the trustees might have sold either the 
Tilling stock cum rights, or else the rights alone, 
in either of which cases the proceeds would have 
been capital, and it was suggested that the 
trustees ought to have sought the directions of 
the Court as to whether they should pursue 
either of these courses or (as they did) accept the 
Transport stock for the benefit of income. 
"Vasen, J., did not, however, consider that the 
` present case was one with special circumstances 
making such action by the trustees desirable. 


Death of Testator before -Payment 
As has already been stated, the distribution of 
Transport stock was made to shareholders on the 
register of the company on February 2ist, 1949, 
though the dividend was not paid until April rst, 
1949. The testator in In re Winder’s Will Trusts; 
Westminster Bank Ltd o Fausset and Another 
([x951], 2 All E.R. 362) died between those two 
dates, namely, on February 27th. Romer, J., had 
to decide whether the principles which led him 
to decide In re Sechiari in the way in which he 
_ did decide it led to a similar conclusion in the 
present case. The tenant for life was, by the terms 
of the testator’s will, only entitled to the income 
of his residuary estate, so that whether or not she 
was entitled to the capital profits dividend 
depended upon whether it could” Properly be 
described as such income. 
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. It was argued for. the remainderman that the 
distribution was made payable in respect of a 
date or period during the testator’s lifetime, 
although it was not actually paid until after his ' 
death, and, accordingly, that what was received 
must be regarded as income which accrued due 
-before his death and was, in consequence, capital. 
Furthermore, the stock was paid in respect of a 
transaction completed before the testator’s death. 
Romer, J., accepted this argument and applied 
In re Muirhead; Muirhead v. Hill ({1916], 2 Ch. 
181), where a dividend paid after the death of a 
tenant for life, but in respect of a period which 
had determined before her death, was held to be 
payable wholly to her estate. His lordship also 
accepted the further argument of counsel. for the 
remainderman that at the testator’s death the 
right to the dividend, if and when it was passed, 
was a separate. asset of his estate. As it was an 
asset of the estate before the testator’s death, it 
could not, in his lordship’s opinion, be said: to 
form part of the income of the residuary estate 
after his death; on that ground the case. was 
altogether removed from the area which was 
covered by Jn. re Sechiari and the. principles 
which he applied in that case. The right to the 
payment crystallized prior to the testator’s death 
and that necéssarily led to the conclusion that, 
when the payment was received, it could not 
form part of the income of the testator’s residuary 
trust fund, but formed part of his GC estate. 


The Remaindermen Preferred 


Circumstances similar to those which Vaisey, J; 
envisaged in In re Kletnwort’s Settlement Trusts 
existed in In re Maclaren’s Settlement Trusts; 
Royal Exchange Assurance v. Maclaren and Others 
([r951], 2 All E.R. 414), though the trustees in 
that case unquestionably acted in good faith. The 
trustees had, under the settlement and with the 
consent of the. tenant for life, wide powers. of 
investment. Accordingly, on November oth, 
1948, that is, shortly after the chairman of Thomas 
Tilling Ltd issued the statement referred to 
above, they proposed to the tenant for life that 
certain capital moneys should be invested in 
stock of the company; in so doing they did not 
contemplate the proposed capital distribution 
being income in their hands. The tenant for life 
agreeing, the purchase was duly effected on 
December 1st following, and in due course the 
trustees received the Transport stock. Later the 
trustees sold both the Thomas Tilling stock and 
the Transport stock, receiving in the aggregate 
for both holdings less than the amount of capital 
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originally invested in the Thomas Tilling stock. 
The proceeds were, at the tenant for life’s request, 
applied (together with other capital moneys) in 
the purchase of a house as a residence for him. 
Relying on In re Sechiari, the tenant for life 
claimed that he was entitled to an equitable charge 
on the house or the proceeds of its sale of an 
amount equivalent to the proceeds of sale of the 
Transport stock. \ 

In In re Maclaren’s Settlement Trusts, Hang, 
J., was faced with circumstances which were 
clearly very different from those in In re Sechiari 
(where the Thomas Tilling stock had been 
acquired a number of years before the capital 
distribution took place), and it appeared that his 
lordship would have to decide whether the Court 
possessed the jurisdiction to apportion to which 
Romer, J., had adverted in In re Sechiari, and, 
if so, whether in the circumstances of the present 
case it should be exercised. 

In fact, however, Harman, J., was able to 
decide against the claim of the tenant for life on 
another ground. He reviewed the circumstances 
in which the investment had been made, and the 
subsequent purchase of a residence for the tenant 
for life. He continued: 


‘In these circumstances, I ask myself what 
equity there can be in the tenant for life that he 
should be given a charge on this property. He con- 
sented to the whole transaction on the footing that 
it was a Capital transaction, well knowing that the 
trustees would never have embarked on it if they 
had appreciated its possible results, and, in my 
judgment, the short answer is that he has no claim 

. to this charge or to be recouped the value of the 
transport stock, even though in other circum- 

- stances it may be (and I decide nothing about this) 
that he might properly claim it as income. This 
rests, not on an estoppel, because the elements of 
estoppel are not here present, but on the fact that 
the transaction was in substance the purchase with 
capital moneys of British Transport stock as a 
capital investment.’ ([1951], 2 AH E.R. 417, 418.) 


- Limitations on the Jurisdiction to 
Apportion 


But although it was not necessary to his decision, 
Harman, J., nevertheless expressed his view on 
the equitable jurisdiction of the Court in admini- 
stration proceedings, and having considered 
various authorities, came to the conclusion that 
in special circumstances the jurisdiction to appor- 
tion existed, although apparently it was only the 
exercise of a right to make a more exact distinction 
of income from capital. Ordinarily, as a rule of 
convenience, no apportionment would be made, 
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but when this rule would produce a glaring 
injustice, the Court would cause a more exact_ 
calculation to be made, though it did not treat as~ 
income that which was capital, or as capital that 
which was income. A case to which Harman, J., 
referred and which illustrates the point well is 
Lord Londesborough v. Somerville ((1854), 
Beav. 295). There the plaintiff was tenant for 
life of a large sum of consols, which were sold in 
exercise of a trust to invest in real estate. The 
plaintiff claimed part of the purchase price of 
the consols, on the ground that the sale took place , 
just before a dividend was due, and in such a 
way that he would be deprived of all income over 
a very considerable period. Sir John Romilly, M.R., 
decided that it was equitable that the life tenant ` 
should receive something to make up for the 
income which he had lost: the value of the stock 
was augmented because it was sold cum dividend, 
so that part of the purchase money for the land 
acquired was paid out of the income of the life 
tenant. A 


Harman, J.’s, Conclusion 
Considering thé dictum of Vaisey, J., in In re 
Kleinwort’s Settlement Trusts, that the exercise 
of a jurisdiction to apportion was really confined 
to cases of breach of trust, Harman, J., thought 
that this might well be the answer, and it seemed 
to his lordship: 


‘ . . clear that the Court would never allow the 
beneficial rights to be altered by a breach of trust, 
and if the circumstances were such that a purchase 
by trustees . . . would have been a breach, the ` 
Court might well apportion the so-called dividend ` 
or allocate it to capital even though in fact the 
trustees did not realize what they were doing when 
they did it’. ([1951], 2 All E.R. 420.) 


The Tilling cases have served to illustrate that 
prima facie a capital profits dividend is income in 
the hands of a trustee to whom it is paid, but that 
it is within the power of a settlor or testator to 
decide whether such a payment shall in fact be 
treated as income or capital. They have also 
shown that what would normally be income in 
the hands of a trustee may, in special circum- 
stances, be capital. In none of the four cases was 
it necessary for the Court to decide whether it 
had jurisdiction to apportion a payment of this 
kind between capital and income, but all three 
judges concerned considered the matter, and it - 
is reasonably clear from their dicta and from the 
earlier cases to which reference was made that 
such a jurisdiction does exist, though it is possibly 
restricted to those cases where a breach of trust 
has occurred. 
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NORTH AMERICAN-COMMENTARY — XXVIII 


Current Accounting Opinions he United States and Canada 


by KENNETH F. BYRD, M-A., B.Sc.(Econ.), A.C.A., C.A.(S.A.), 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, 
New York, August 
Accelerated Amortisation: in Defence 
Contracts 


x HE American Institute of Accountants 
has asked that accelerated amortisation be 


allowed as a cost in contract pricing, but ` 


the Defence Production Administration does not 
agree, although ‘fully cognizant’ that this ‘is not 
in accord with generally accepted accounting 


principles’. The immediate need is to check: 


inflation but, says the Defence Production Ad- 

ministration, such costs may still be recovered 

in renegotiation under the Renegotiation Act of 
F Igsi. 

The Auditor and Defence Regulations 
What effect, if any, has the multiplicity of regula- 
tions such as price control, wages stabilization, 
etc., on the auditor’s responsibility in a norma 
audit? The editorial visualizes extreme cases o 


known violations by a client, leading to a likeli=® 


hood of heavy financial penalties, when thé 

auditor cannot give an unqualified opinion. But, 

in general, where no evidence of probable viola- 

tion is found, it can see no reason for extending 
_ the scope of examination because of new legal 
. controls. 


Accountants’ Practice before Federal 
Agencies 
The hard-won agreement between the American 
Bar Association and the American Institute of 
Accountants on an amended version of the 
Administrative Practitioners Bill, now introduced 
to Congress, seems in some danger of challenge 
by two other bills. One of these would set up a 
Commission to formulate rules of practice and 
procedure before federal agencies. The American 
Institute of Accountants considers that this 
would give the Commission, which would con- 
sist mainly of lawyers, too broad an authority. 
The other bill would seem likely, says the 
” editorial, to exclude any non-lawyer from appear- 
` ing before any administrative agency on behalf 
of others. It is hoped that the American Bar 
Association and the American Institute of Ac- 
countants will stand shoulder to shoulder in 
supporting the first bill, since they are well on 


the. way to solving past differences by friendly 
negotiation. 


, Trade Union View of Income Determination 


Among other points quoted from an article by 
Mr Solomon Barkin, Director of Research, Tex- 
tile Workers’ Union of America, is one which 


` suggests that payments to entrepreneurial groups, 


including the remuneration of executive manage- 
ment, are not proper charges against corporation 
income. Also LIFO, FIFO and standard costs for 
inventory valuation are all disapproved of, to- 
gether with such practices as the recognition of 
income only, when realized, while anticipated 
psses are fully provided for. The editorial de- ` 
recates this tendency towards special-purpose 
ccounts and calls for increased efforts to agree 
n principles of accounting which result in fair 
resentation of income from all points of view, 
ith specific interests dealt with in supplement- 
statements. 













% Depreciation Provision by the Unit of 
Production Method 

Mr Chas. W. Smith, c.P.a., LL.B., chief, Bureau 

of Accounts, Finance and Rates, Federal Power 

Commission, considers that provision for depre- 

ciation by the unit of production method has not 

received the consideration it deserves. He urges 


- that it is the soundest of all in theory as the only. 


one which squares with the matching of costs 
against revenues. While admitting the practical 
difficulties he thinks much more accuracy could be 
achieved byadopting the method in particular cases, 


Courses of Study for C.P.A. Certificates 
Since the American Institute’s recognition, in 


` 1937, of the desirability of a four-year college 


course in the liberal arts, followed by graduate. 
work in accounting, Mr Harry C. Zug, CA, 
tells of the trend from specialization. He in- 
stances the graduate school course leading to the 
Master in Professional Accounting at the Univer- 
sity of Texas. Speaking of the inability of students 
to express themselves in good English, he tells 
how some institutions are grading papers in 
specialized subjects (1) for evidence of achieve- 
ment in the specialty, and (2) for effectiveness in 
English composition. 
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The Professional Accountant and Small 
Business 7 Ee ‘ 7 

Mr Seth A. Densmore, C.P.A., discusses th 

varied duties of a certified public eccountant d 
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up a.special reserve. Mr McAnley considers that 


‘ascounting practices which evolved . when- the 


dollar. was. relatively stable and income-tax- 
negligible should be changed today. He was him- 


a rural community. He says that the extent of self responsible, in 1941, for the development of a 


demands on him merely for writing up books may 
be such that it will pay both his client and fim- 
self for him to maintain a book-keeping depart- 4 


‘dollar value’ method which makes possible the 
af plication of Lo to any type of business, ‘regard- 
{less of its inventory complexities. The inventories 


ment as a separate section of his staff. A reason” are thus dealt with in terms of value and it makes 


ably competent book-keeper, by no means first- ` 


class, would cost at least $45 to $40 per week, 
while .services could’ be offered througk. the 
accountant’s staff for from $50 to $100 per 
month. 
Accounting Problems when Currency 
becomes Valueless 

The fantastic accounting problems cf Standard 
Oil Company’s Hungarian subsidiary, when the 
‘worthless currency was replaced by a new one 
-early in 1947, are well described by Mr Lloyd 
Paxton, C.P.A., comptroller of the subsidiary at 
the time. We may well believe he had, as hi 
says, never a dull moment, for the accountant’ 
duties included: (1) reconstruction of record 
destroyed by war; (2) revaluing the accounts a 
December 31st, 1945, with the help of inde‘ 
numbers; (3) coping with almost incredible prob 
lems of inflation; (4) evaluation of assets and 


liabilities in the new currency; (5) changing the- 


entire accounting system to a uniform system ` 
imposed by the government. 





Form of the Income Statement 
The Securities and Exchange Commission re- 
quires, in the case of companies registering with 


‘it, that additions to or deductions from net in- ' 


‘come shall be made at the bottom of the state- 
ment for those special items of profit or loss 
‘which Bulletin 35 of the American Institute 
swould put to surplus account (the equivalent of 
appropriation account). The Committee on Ac- 
counting Procedure of the American Institute 
now states that both forms -may be regerded as 
acceptable. Where the S.E.C.’s form is used the 
. committee stresses the need for the caption of 
the final figure to be properly a eg. 
‘net income and special items’. 


LIFO for ALL Inventories ` 
Mr H T. McAnley, c.p.a., would have LIFO 
extended to all inventory valuation because it 
results in the reporting of profits on a strictly 
factual basis. The disadvantage of balance sheet 
understatement of. inventory may be overcome 
by stating the asset on a current basis and Setting 











no difference whether or not the same quantities 
of specific items, or even the same items, are in 
inventory at beginning and end of the year. The 
basic principle is to express all items in a related 
grcup of products in terms of the common unit, 
‘dollars’ of investment at a specific price level. 
This price level is ‘cost’ at the beginning of the 
year of adoption. The method has been accepted 
in the United States and LIFO may be generally 
used for income-tax. purposes. The one require- 
ment which prevents its adoption by many com- 
panies today is that the opening cost values re- 
main a floor for inventory pricing in all future.. 
years. An amendment is now proposed in Con- 
gress by which, if prices fall below those in a 
company’s LIFO cost base, the base may be 
adjusted to the ending current year cost or 
market, for use in that year and future years. 
Aggregate taxable income would thus be the same 
a if the change to LiFo had been deferred until 
he price drop had occurred. 


Harvard Business Review, 
Cambridge, Mass., July 
Milestones in Accounting History 

In his first Dickinson lecture at Harvard Graduate 
Schocl of Business Administration, Mr. Percival 
F. Brundage, c.P.a., past president of the 
American: Institute of Accountants, lists the 
following as important milestones on the path 
of accounting in the United States during the 
past fifty years: (1) the merger movement early 
inthe century; (2) the use of accounting regula- 
tions ky government commissions to accomplish 
social objectives, beginning in 1907; (3) taxes and 
cost-plis contracts in World War.I, leading to 
extension and improvement of accounting records 
and reports, with the beginning of a shift of 
emphasis from the balance sheet to the income 
statement; (4) adoption of new standards of 
accounting disclosure by the New York Stock 
Exchange in 1932, developed bv the Securities 
Acts; ( 5) World War IT emphasis on accounting — 
in research bulletins, price fixing, cost inspection, 
renegotiation; (6) post-war developments such as 


‘tthe vast pensions agreements by which com- 
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panies have incurred enormous obligations by a 
stroke of the pen. 


The Canadian Chine Accountant, 
Toronto, Fuly 

Division of Tax Responsibility 
In Canada, tax policy is formulated by the 
Minister of Finance, while responsibility for 
collection lies with. the Minister of National 
Revenue. Policy-making thus tends to be divorced 
_ from proper knowledge of its impact on the tax- 
" payer, and the editorial quotes instances showing 
the disadvantages of this arrangement. It asks 
whether the time has not come for giving both 
responsibilities to one Minister. 


Costing Techniques as an Aid to 
Management 
Consulting work in connexion with costing 
techniques may be an important part of a char- 
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tered accountant’s duties in Canada. Mr A. RK 
Bishop, C.A., discusses the use of techniques 
available for the aid of small- and medium-size 
businesses. Thus production may be expressed 
in ‘minutes per unit of production’ so that d 
report to management may measure ‘hours pro- 
duced’ against actual hours spent on productive 
work, to reveal the efficiency percentage of 
operators. Since modern developments tend to 
classify a larger proportion of labour as indirect, 
Mr Bishop suggests that labour identifiable to a 
particular department but not assignable to a 
unit of production should be separated from 
overhead and, in effect, dealt with as a separate 
element of cost. Perhaps management should 
have reports separate from overhead reports, 
showing how cost objectives for indirect labour 
have been met. The costing system advocated 
uses standard summaries and reports variations 
on standard columnar forms, without the use of 
ledgers and journals. 


AUDITING-II 


by W. H. LAWSON, C.B.E., B.A., F.C.A. 


Depreciation 


NTIL the passing of the Companies Act, 1948, 
auditors were inclined to accept any charge for 


depreciation provided it was adequate and was 

based on a recognized method consistently applied. 

Up to that time the emphasis was upon the adequacy 

of the depreciation charge but, under the Companies 

~ Act, 1948, it is necessary also to ensure that it is not 
~ in excess of what is reasonably required. 

The depreciation charge involves, of necessity, an 
element of estimation in that the life of the asset 
cannot be known in advance. The question arises as 
to the auditor’s duty.when estimates are not borne 
out by subsequent events. If the life of the asset has 
been over-estimated it is clear that the rate of depre- 
ciation should be increased and it would seem desir- 
able, if not essential, to give an indication of the 
change i in the year when it is made. 

When the life of the asset has been under-estimated, 
however, the position is more difficult. The Eighth 
Schedule to the Companies Act, 1948, specifically 
provides that no adjustment need be made in the 
balance sheet in respect of excessive amounts written 
off fixed assets before the commencement of the Act. 
This exception does not, however, apply to amounts 

_ retained in a separate depreciation account. More- 
over, as the years pass the position will arise where 
amounts set aside or written off since the passing of 
the Act will require some adjustment as being in 





Conclusion of an address delivered on September 11th, 1951, 


at the summer course of The Institute of Chartered Account- 


ants, held at Christ Church, Oxford. 
VU 


excess of what is reasonably necessary. In certain 
cases an adjustment may be called for but the fact 
that plant is still in use after having been fully depre- 
ciated is not necessarily proof that the amount 
provided for depreciation has been excessive. Such 
plant will often be uneconomic in operation, expensive 
in repair and poorer in performance than equivalent 
new plant available on the market. It may well be, 
therefore, that the director’s original estimate of the 
life of the asset was sound and that financial or other 
special circumstances have resulted in uneconomic 
plant being retained in use for a longer period, than 
was expected. In such cases it would seem unnecessary 
to make any adjustment in respect of depreciation 
already charged on such plant. 

An even greater difficulty in presentation of the 
‘true and fair view’ arises from the general use of two 
entirely different methods of calculating depreciation, 
namely, the straight-line method and the reducing 
balance method. In the early years of the life of an 
asset the rate of depreciation required by the reducing 
balance method may be double the rate required by 
the straight-line method. The Institute Recom- 
mendation No. IX advised that, in general, the 
straight-line method should be used, but this recom- 
mendation has not been universally followed and it 
is unlikely that it will be so long as the reducing 
balance method continues to be generally employed 
for tax purposes. 

In these circumstances it is, I think, for consider- 
ation whether, as a matter of best “practice, the 
accounts should disclose which of these two methods 
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has been used. In heavy industries tae amounts 
involved are large and the situation arises where, 
after charging depreciation by the reducing balance 
method, the profit is widely different from that which 
would be shown by charging depreciation by the 
straight-line method. Yet both methods are accepted 
by auditors for the purpose of showing the true and 
fair view of the profit for the year and a person making 
a ‘comparison of the accounts of one concern with 
those of another may not be aware of this essential 
difference. 
Points for discussion 
(1) Would there be any advantage in trying to agree 
upon a standard method of calculating depre- 
ciation: (a) for industry in general; and (b) for 
articular industries? . 
(2) If so, what steps should be taken to this end? 
(3) Would there be any advantage in stating in a 
note on the accounts the method which has been 
adopted for charging depreciation? 


Directors’ Benefits in Kind 
In the Institute booklet on the Companies Act issued 


in May 1948, the following information is given with - 


regard to the auditor’s duty in connexion with 
directors’ benefits otherwise than in cash (section 
references are to the 1947 Act and not to the con- 


solidating Companies Act, 1948, enacted subsequent 


to the issue of the Institute booklet): 


‘Section 38 (2) provides that a director’s emolu- 
ments include “the estimated money value of any 
other benefits received by him otherwise than in 

‘cash’. The auditors may be in difficulty in verifying 
the estimated money value of such benefits and in 
deciding as to whose estimation shall be accepted, 
having regard particularly to the special duty of the 
auditor under Section 38 (8). Among the major 


types of benefits other than in cash which might be. 


obtained by a director are: 


(i) The free use of living accommodation (pos- 
sibly expensive flats or hotel accommodation). 


(ii) The use of motor-cars and the payment of all 


expenses in connexion therewith. 


(iii) Goods and services of the kind supplied by- 


.the company, obtained without charge or at 
wholesale or other reduced prices. 
(iv) Regular luncheons. 


‘At the time of preparation of this booklet the 1943 
Budget resolutions have been passed in the House 
of Commons and attention is drawn to Resolution 
No. 29, which reads as follows: 


“That where — 

(a) a body corporate, unincorporated society or 
other body makes any payment in respect of 
expenses to or provides any money or any 
benefits or facilities in kind for, any director, 
any person taking part in the manegement 
of its affairs or any employee; or 

(6) an individual or partnership carrying on a 
trade, profession or vocation makes any pay- 
ment in respect of expenses to, or provides 
any “money ot ang benefits or facilities in 
kind for, any employee, 
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the payment, money, benefits or facilities shall; in 
such manner and to such extent as may be pro- 
vided by any Act of the present Session for giving ~ 
effect to this resolution, be taken into account for 
income-tax purposes as perquisites of the office or 
employment of the director, person taking part as 
aforesaid or employee.” ; 
‘If this resolution is put into operation by th 
Finance Act, 1948, the new position for taxation 
purposes will provide guidance to directors and 
auditors in deciding on the benefits which should be 
included for the purpose of complying for the 
Companies Act, 1947. S 


Opinion of Counsel 

"In our opinion it is the duty of the auditor to 
meke inquiry from the company and from the 
directors in order that he may verify the benefits 
ob-ained by the directors otherwise than in cash. 
This duty is imposed by the Second Schedule which 
recuires an. auditor to report whether in his opinion 
and to the best of his information and according to 
the explanations given to him the accounts give the 
information required by the Acts. Section 38 (2) 
requires the aggregate of the directors’ emoluments 
to be shown in the accounts or in a statement 
annexed thereto, and subsection (8) imposes a direct~ 
obligation on the auditor to supplement the infor- 
mation in his report, if it is deficient. The auditor 
must assess the value of the benefits to the best of 
his ability and satisfy himself that the value of 
benefits has been shown at a fair figure. 

‘We do not think that an auditor could place him- 
self in a position to perform his duties unless he 
obtained an assurance from the directors that no 
benefits had been received otherwise than in cash. or 
alternatively a statement of such benefits. 

‘In our opinion the fact that an independent 
quorum of the board passes a resolution to the effect 
that some particular expense is incurred for the 
benefit of the company and not for the benefit of a 
director is in no way conclusive of the facts. The two ` 
things are not necessarily in opposition. An expense 
althcugh incurred for the benefit of the company 
may none the less benefit a director, e.g. the man- 
aging director of a hotel lives with his family in a 
flat in the hotel free of charge. This would no doubt 
be a benefit to the company but it is also a benefit to 
the director and its value would be an emolument.’ 


Recommendation of the Council 
‘Where the notice to be given by each director ` 
under Section 41 (1) is not given in writing in the 
form of a statement of pensions, compensation and 
emoluments, including all benefits received other- 
wise than in cash, approved by the board and 
recorded in the minutes, the auditor should require 

(under clause 162 (3) of the consolidating Companies 

Bill, 1948) such a statement in writing approved by 

resolution of the board.’ 

In prectice it has been my experience that directors 
are usually willing to provide the secretary of the 
company with a written statement of their emolu- 
ments under different headings, including benefits 
otherwise than in cash, and it is not often necessary 
to invoke Section 162 (3) of the Companies Act, 1948, 
which reads as follows: 
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‘Every auditor of a company shall have a right of 
access at all times to the books and accounts and 

~ vouchers of the company, and shall be entitled to 
require from the officers of the company such 
information and explanation as he thinks nécessary 
for the performance of the duties of the auditors.’ ` 
Nevertheless, this subject is not altogether free 
from difficulty and it may be that some members of 
the course will have points which they wish to raise 


for discussion in this connexion. 


Points for discussion 


Have members of the course experienced any 

‘special difficulties in ascertaining whether benefits 

in kind have been received by directors and in 
deciding what constitutes a benefit in kind? 


Certificates from the Management 


For many years past it has been the established 
practice for the auditor to require certificates from 
responsible officials of the company with regard to 
(a) the value of debts; (b) outstanding liabilities; and 
(c) the existence and value of stock-in-trade. The 
„Companies Act, 1948, places upon the directors 
' certain specific responsibilities which have a bearing 
upon this question. Paragraph 11 (7) of the Eighth 
Schedule provides that a statement shall be made 
by. way of a note or of a report annexed to th 
accounts: _ ; 

‘if in the opinion of the directors any of the current 

assets have not a value on realization in the ordinary 

course of the company’s business, at least equal to 
the amount at which they are stated, the fact that 
the directors are of that opinion’. 

Paragraph 27 (2) of the Eighth Schedule provides 
that where: - 

‘(a) any amount written off or retained by way of 

d providing for depreciation, renewals or diminu- 

j tion in value of assets, not being an amount 
written off in relation to fixed assets before the 
commencement of this Act; or 

‘(b) any amount retained by way of providing for any 
known liability’; 

is in excess of that which in the opinion of the 
directors is reasonably necessary for the purpose, the 
excess shall be treated as a reserve and not as a 
provision. 

In view of the responsibility which rests upon the 
directors under these provisions of the Companies 
Act above referred to, some auditors find it desirable 
to draw the attention of the directors to them by 
requiring a minute to be passed somewhat in the 
following general terms: 

‘In accordance with the provisions of the Eighth 
Schedule to the Companies Act, 1948, the board, 
after due consideration, are of the opinion that, 
as at....19.... 

(1) the current assets of the company would have a 
value, upon réalization in the ordinary course 
of the company’s business, at least equal to the 
amount at which each is stated in the balance 
sheet; 
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(2) the/amounts retained by way of providing for 

@wnliabilities and losses, including losses on 

` current assets, are adequate and are not in 

excess of what are reasonably necessary for the 
purpose; 

(3) the amounts written off fixed assets or retained 

` by way of providing for depreciation and 
amortisation of fixed assets are adequate and 
are not in excess of what are reasonably 

. necessary for the purpose.’ 

` The question arises as to whether, if a minute of 
this ‘nature is passed by the board, it is necessary for 
the auditor to require, in addition, the certificates 
which were previously obtained as regards debts, 
liabilities and stocks. I would suggest, for considera- 
tion, that it is not necessary to obtain ‘any certificate 
with regard to the value of debts, except possibly in 
respect of a specific debt of which some director or 
official of the company might have special infor- 
mation or knowledge. Even in such cases it would 
seem to be sufficient to obtain a memorandum or 
statement from the official concerned with regard to 
the facts in sufficient detail to enable the auditor 
to form his own opinion as to the value of the 
debt. 

The position as regards liabilities is different. It 
seems desirable in every case that the auditor should 
have, in addition to the board minute above referred 
to, a specific statement signed usually by the man- 
aging director and accountant, as being the officials 
in the best position to know, that all known liabilities 
of the company have been included in the books 
submitted for audit. It is also desirable that such a 
certificate should indicate the amount of outstanding 
capital commitments and of any contingent liabilities 
other than those recorded in the books. These are 
matters on which it is extremely difficult, if not im- 
possible, for the auditor to be completely satisfied 
except on the basis of information supplied to him 
and it is sometimes found that the discussion of a 
certificate of this kind with the managing director 
recalls to his mind commitments of which it is neces- 
sary for the auditor to have knowledge. In cases where 
there are a large number of forward purchases and 
sales contracts, it is usual for the certificate to indicate 
that these are all in the normal course of business and 
that no losses are expected to arise therefrom, though 
this is a matter on which the auditor, with the par- 
ticulars available, should be able to form his own 
judgment. 

As regards stocks, it would also seem desirable 
that the officials of the company directly responsible 
for the physical inventory and valuation of the stock 
should signify their written agreement with the figures 
taken into the accounts. 

Nevertheless, it must be emphasized as regards all 
certificates and minutes by the board that, in them- 
selves, these do not relieve the auditor of responsi- 
bility for carrying out such work as is necessary to 
enable him to be satisfied in the exercise of his 
personal judgment. - 
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Point for discussion 


KE Is it desirable in all cases_to EC gu 


. of the board on the lines set out on page 333 If 
. not, in what cases? 

_ (b) Is it necessary to obtain, in addition or as an. 
alternative, certificates regarding: 
` (i) bad debts; 

(tt) liabilities; 
(zit) stocks. 
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DL THE AUDIT REPORT 


The Ninth Schedule to the Companies Act specifies 
matters which have to be expressly stated in the 
auditor’s report and this has rendered obsolete the 
short ‘form of auditor’s report which had been in 
general use for many years. Moreover, the Ninth 
Schedule requires that, in the case of a holding com- 
pany, separate reports shall be given for the holding 
company and for the group respectively. Group 
accounts are, however, an amplification of the holding 
company’s accounts and are prepared for the benefit 
of its shareholders. The object of group accounts is 
thus to assist in showing the position of the holding 
company and not to show by itself the position of a 
group of companies which has no legal existence. The 
development of group accounts has been due to the 
belief that the accounts of the holding company alone 
cannot provide its shareholders with a sufficiently full 
statement of the assets and liabilities underlying their 
shareholdings. 

Another unsatisfactory feature of the Ninth 
Schedule is that it necessitates an unduly lengthy 
audit report with the grave defect that important 
qualifications about things which are wrong can be 
obscured by the repetition of things which are right. 

With these considerations in mind the Council of 
the Institute has in recent months: had this subject 
under review and as a result has recommended to the 
Board of Trade that the Ninth Schedule to the Com- 
panies Act should be amended with a view to pro- 
viding (a) that the auditor shall report on many of the 
matters referred to in the present Ninth Schedule 
only if he is not satisfied with regard thereto; and (b) 
that the report on the group accounts shall be com- 
bined with the report on the holding company’s 
accounts. The specific recommendations of the 
Council (subject to final legal drafting) are that the 
Ninth Schedule should read as under: 

‘r. In their report the auditors shall state: 

(a) Whether in their opinion the balance sheet and 
profit and loss account of the company or, in the 
case of a holding company submitting group 
accounts, the said accounts of the company and 


the group accounts, are properly drawn up in- 


accordance with the provisions of this Act so as 
to give a true and fair view of the state of the 
company’ s affairs at the date of its balance sheet 
and of its profit or loss for its financial year ended 
on that date; or _ 

(b) In the case of a company entitled to the benefit 
of Part III of the Eighth Schedule to this Act, 
whether in their opinion the: balance ‘sheet and 
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profit and loss account of the company or,.in the 
-case of a-holding company submitting group 
accounts, the said accounts of the company and. 

- the group accounts, are properly drawn up so as 

to disclose the state of the company’s affairs at 
the date of its balance sheet and its profit or 
loss for its financial year ended on that date, so. 
far as is required by the provisions of this Act: 
applicable to the class of company concerned. 

‘2. The auditors’ report shall contain statements 
which in their opinion are necessary in any of the 
following circumstances if: 

(a) They have not obtained all the infermation and 
explanations: which- to the best of their know- 
ledge and belief were necessary for the purposes ' 

. of their audit. 

(b) So far as appears from their examination, proper 
books of account have not been kept by the 

. company. 

(c). Proper returns adequate for the purposes of their 
audit have not been received from branches not 
visited by them. 

(d) The company’s balance sheet and profit and loss 
account are not in agreement with the books of 
account and returns from branches.’ 

If and when these amendments become law, we; 
should be able to revert to a shorter form of audit 
report. 

Whatever the form of this new audit report, it 
should, I submit, be borne in mind that where it is 
necessary for the auditor to make a qualification, the 
wording should be unambiguous and concise, and 
should stand out with proper emphasis. Such vague 
phrases as ‘subject to the value of investments’ are no 
longer appropriate., The auditor must state his views 
in positive terms. It is sometimes preferable to explain 
the situation at length in a note on the accounts and 
for the auditor to qualify his report by indicating that 
the true and fair view is subject to the note. ` 


Point for discussion e 


Is the proposed amendment of the Ninth Schedule 
- welcomed? i , 


IV. QUESTIONS AFFECTING THE 
INDEPENDENCE OF THE AUDITOR 
Partner of a Director as Auditor 

An auditor has frequently to. consider whether a 
particular course of conduct is likely to affect his 
independence of outlook. It is necessary for him to 
consider not only whether such action may affect his 
judgment, but whether others may feel that. it is 
likely todo so. ~ 

Until the passing of the Companies Act, 1928 
(consolidated in the 1929 Act), it was permissible for 
a partner or employee of a director to act as an auditor 
of the company. The 1928 Act limited this privilege ` 
to the auditor of a private company and the 1948 Act : 
went one step further in providing that only in the 
case of an exempt private company should a partner 
or employee of a director be permitted to act as the 
auditor. 

There is little doubt that, in the case of a multitude 
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of small‘ companies, At is a convenience to the share-. 


holders to have one firm of accountants responsible 
Jor. the financial direction of the company and its 
audit.: A- rigid rule that a partner ot employee of a 
director could not act as the auditor might involve 
unnecessary trouble and expense in respect of these 
‘small private undertakings. Nevertheless, there is a 


substantial number of quite large and active exempt. 


private companies with up to fifty shareholders and 
‘with capital running. into hundreds of thousands of 
pounds. In such cases, it seems questionable whether 
a director should permit his partner or employee to 
äct as auditor of the company concerned. Even in the 
‘most harmonious boards there must, from time to 
time, be differences of opinion from which the auditor 
should stand aloof. Nor can it be right that the auditor 
should become involved in differences of opinion 
which may arise between the shareholders and the 
board of directors. 
" Tt is questionable how far it would be practicable 
to draw a line between the different types of exempt 
private companies and it may be that there is no half- 
way house between retaining this privilege for all 
„exempt private companies and withdrawing it alto- 
' gether. Pending any change in the law, there is need 
for the exercise of judgment by an accountant as to 
the: circumstances in which ‘he will permit his partner 
or employee to act as auditor of an exempt private 
company of which he is a director. In this respect 
best practice should be ahead of the law. 


Point for discussion 
Would there be any advantage in bringing about 
‘a change in the present position by which the partner 
of a director may act as auditor of an exempt 
` private company? . 


ja Secretary of the Company 


` The Companies Act, 1948, provides that no partner : 


of an officer of the company shall act as auditor of the 
company, except in the case of an exempt private 
company. It follows from this that a firm of account- 
ants cannot be auditors of a public company of which 
one of the partners-is secretary, nor can a firm of 
accountants be secretaries of a public company if one 


of the partners is auditor. There is, however, accord- < 


ing to the legal advice obtained by the Council in 
1948, nothing in the Act to prevent an employee of 


the auditor acting as secretary of a public company, 


or a non-exempt ” private company. Whether this is 
desirable is another question. 


Point for discussion 
Is it desirable for an employee of the auditor to 
 act-as secretary of a company even if it is a public 
- company? 


Auditor as Shareholder 
In the U.S.A. an auditor of a company whichis listed 
on’ the Stock Exchange may not hold shares in the 
company. It may ‘seem strange to ‘our American 
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country but, in fit, the greater. See allowed here 
does not seem to. be abused. There are, however, 
circumstances in which it would seem to be undesir- 
able- for an auditor to hold shares in the company 
which he audits, particularly in the case of large public 
companies with an activé:share market. The directors 
and officials of the company, however’ great their 


‘confidence in the auditor, may well have some slight 
mental reservation in imparting information or asking 


advice upon a matter which might affect the value of 
the shares if they know that the auditor is a share- 
holder. Most of us would prefer not to place ourselves 
in that position. 

In the case of a private company or a public com- 
pany whose shares are unquoted, the position is rather 
different. Quite frequently the auditor, through family 
connexions; is a shareholder in the company and, in 
other cases, he may have been instrumental in finding 
capital for the business and may have invested some 
of his own money, along with that of his friends. Such 
holdings are usually considered by all concerned as 
permanent investments and the same mental reser- 
vations should not be present as when quoted shares 
are held. 

` There is, however, a danger, even in these cases, 
that the auditor may become involved in a dispute 
between shareholders. If the votes attaching to his 
shares are an important factor, he may be placed in 
an embarrassing position but. he can usually avoid 
this by refraining from voting or, in an extreme case, 
by disposing of his shares or resigning from the audit. 


Point for discussion 


Should an auditor refrain from.holding skares in: 
(a) a public E with quoted shares? 
(b) any company? ei 


Participation in the Management 


In small businesses the auditor is often the counsellor 
and friend of all concerned, and if care is not exercised 


-it is easy for him to drift into the position of taking 


part in the day-to-day management of the business. 
This is clearly undesirable and might involve the 
auditor in responsibilities which he should not assume. 

Nevertheless, it is not always easy to define exactly 
what constitutes participation in the management of 
the business. As an example, it is customary, in small 
businesses, for the auditor to write up some of the 
principal books of account and there would séem to 
be no objection to this. It would; however, probably 


be undesirable for the auditor to pay the wages. 


Point for discussion ` 
Is it proper for an auditor to: 
(a) pay wages? 
(b) hold a power of attorney for a a director’ as 
is temporarily abroad? 
_ (c) arrange the company’s ` insurance ‘and 
receive a commission from the insurance 
` company? dë ; 
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V. RELATIONSHIP OF AUDITOR 
AND CLIENT 


Attendance at General Meetings 


The auditor has a statutory right to attend the annual 
general meeting of shareholders and, except in cases 
where the general meeting is known in advance to be 
a mere formality, it would seem desirable, in all cases, 
for him to attend. As the auditor is appointed by the 
shareholders, ordinary. courtesy would seem. to 
demand his presence even if it is unlikely that points 
will arise upon which he will have to give any 
explanation, either to the board or direct to the 
shareholders. 


Attendance at Board Meetings 


It is often desirable for the auditor to attend the board 
meeting when the annual accounts of the company 
are under consideration, though he has no statutory 
right to do so. The accounts will, of course, have been 
discussed in detail before the board meeting with the 
chairman, managing director or financial director and 
it is sometimes considered unnecessary that the 
auditor should attend board meetings. Nevertheless, 
it seems to me desirable that, whenever possible, the 
auditor should be present, at least for a few minutes, 
in order to give other directors the opportunity of 
asking him questions if they wish to do so. 


Point for discussion 


Should there be a statutory right for the auditor 
to attend the board meeting when the annual 
accounts are under consideration? 


Facilitation of the Audit by the 
Accountant of the Company 


As this is a course for non-practising as well as 
practising members, it may be appropriate to consider 
the ways in which the company’s officials and, in 
particular, the chief accountant, can, in the opinion 
of a practising accountant, facilitate the work of the 
audit. Much time can be saved by thoughtful 
preparation for the audit in such matters as the 
following: 

(1) The maintenance of an effective system of 
internal check and the preparation of a memo- 
randum setting out the details of this system. 

(2) The production of accounts (even if only pro- 
visional) at the commencement of or at an early 
stage in the audit. 

(3) The preparation of detailed schedules showing 
the make-up of assets and liabilities and the 
major items of the profit and loss account with 
supplementary schedules showing the principal 
movements on the accounts where appropriate. 
It is useful for references to be made in these 
schedules to the sources of information. 

(4) The keeping of an up-to-date survey of sales 
ledger balances-so that, at the year end, the 
make-up of the outstanding balances is known 
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and long outstanding items have already been 
considered. ` 

(5) The verification of creditors’ statements and_ 
their reconciliation with the acccunts in the 
books. 

(6) The efficient filing of vouchers, particularly for 
journal entries. If the journal entries are not 
supported by vouchers the auditor has to spend 
much time asking explanations from officials of 
the company and their secretaries and seeking 
such documentary evidence as he imagines 
must be in existence. 

(7) The maintenance of an efficient casting system 
incorporated in or reconciled with the financial ' 

i books. 

(8) Providing a detailed stock valuation as early as 
possible. Sometimes the auditor is asked to 
accept the stock valuation without adequate 
time to check it. It is a great help if the auditor 
is provided with a copy of the instructions 
issued for stocktaking and with a written 
explanation of the basis used for the stock 
valuation. 

(9) Providing the auditor with a suitable room for , 
his work with a key to the door or a lock-up 
cupboard. It is wrong for the auditor to have to 
work in the.same room as members of the staff 
of the business. _ SR 

(10) Facilitating the use by the auditor of his own 
forms .of request for confirmation of balances 
from bankers and others. 

(11) Giving the auditor, at an early date and before 
submission to the board of the company, a 
time-table of the important dates, such as those 
for the board meeting to approve the accounts 
and the mailing of notices for the annual 
general meeting. 

(12) By seeing that, wherever possible, the auditor~ 
has the opportunity of examining the printed ` 
proofs of the accounts before they are sent to 
shareholders. It can be disconcerting for the 
auditor to find his name on accounts sent to 
shareholders which, owing to printers’ errors 
are, in some minor respect, different from those 
which he has signed. 

These twelve points deal mainly with routine 
matters but I have in mind that, in the evolution of 
futute audit practice, much must depend upon ever- 
increasing collaboration between accountants who 
are in practice and those who are in industry. With 


- the growth of large-scale undertakings and of 


mechanized accounting the auditor is becoming in- 
creasingly dependent upon the system of control 
exercised by the company itself over its day-to-day 
transactions. In so far as this tends to relieve the 
auditor of much routine checking, it is an advantage - 
which should make for more efficient and useful 
audits. 

The problems which this new situation create, and 
indeed many of the other problems to which I have 
referred in this paper, can only be worked out satis- 
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‘Accountant required by 


Advertisements similar to the above 
are appearing regularly. Could you 
as a recently qualified man confi- 
dently apply or -would you feel 
handicapped by lack of a specialized 
qualification in Costing? You can 
greatly extend your range of oppor- 
tunity by qualifying through the 
Examinations of The Institute of 
` Cost and Works Accountants. 


‘manufacturing company; 
must have a thorough knowledge of modern Costing...’ 


“The School of Accountancy is the [7 
leading Tutorial Institution for the 
I.C.W.A. Examinations. More than 
4,000 E i in Intermediate 
or Final Exaniinations. Full details 
of Examinations and concessions 
granted to qualified men are given 
in The School’s Prospectus, obtain- 
able post free on request. 


98 REGENT HOUSE, 6 NORFOLK STREET,- STRAND, LONDON, WwC2 
98 REGENT HOUSE, 2 WEST REGENT: STREET, GLASGOW, C2 
.. 40 years of Successful ‘Educational Service 







POST THIS 
‚COUPON TODAY | 


Please send me a of gz 
Prospectus relating to Zë A. | 
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| 
| Examinations, . 
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If you are interested in other l 
Examinations, or Non-Examination on | 
p Die, please add ‘details. ` 98 | 
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d The Church of England Building Sheet now invites 
. investments up to the: maximum: holding of £5,000. 
The Society’s fully-paid Shares, issued at £25, each, 
are not subject to Stock Market fluctuations; they 
are withdrawable on agreed notice being given. 
Share interest at the rate of 24% per annum is re- 


ceived by the investor half-yearly on 31st May and 30th . 
_the Income Tax on the interest is paid by . 


November ; 
the Society, Interest. "je calculated. from the date of. 
the investment up to the date of withdrawal., 

_The Society’s substantial assets consist of First. 


ASSETS EXCEED £8,500,000 


RESERVES £330, 066 


-Mortgages secured upon carefully valued properties sit- 


uated in selected districts in many parts of the country. 
This “ spread-over ” of mortgages enhances the already 
solid security enjoyed by our Investing’ Members, ` 


` Since its incorporation in 1882 this old-established 


Society has never failed to pay the agreed rates of 


-interest at the agreed times, and in spite of wars and 
-ctises its stability has remained unshaken. 


AS a 
medium for the non-speculative investor, who seeks, 
above all, security of capital, yet desires a reasonable, 
steady return, it is today $ an excellent proposition. - 


` OPEN ACCOUNTS 16,000 


-A copy of the latest balance sheet, together with an explanatory SCHT 
eskia, may be obtained from the Secretary. 


CHURCH OF ENGLAND BUILDING SOCIETY 


Investment Department B 


6-7. NEW- BRIDGE. 


STREET, 


LOND ON; B.C, 4 
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typewriter 





Olivetti have been famous 
in typewriter design 

and manufacture for over 
40 years. The business has 
been built up to a world-wide 
organisation on the simple 
precept that nothing but 

the very best in design and - 
workmanship is worthy to 
bear thé Olivetti name. 







TYPEWRITERS: STANDARD - ELECTRIC - PORTABLE 
PRINTING CALCULATORS - ADDING MACHINES 


British Olivetti Ltd., Glasgow, © -© > 
Sales & Export: 10 Berkeley Square, London, W.1. 
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‘They need A 
MORE ` 


than pity’ 


` No amount of welfare legislation can ever 
completely solve the problem of children hurt 
by ill-treatment or neglect. There must be an 
independent, experienced organisation whose 
trained workers can protect those who cannot 
defend themselves—end who give the patient 
adviceand assistanceSo oftenneeded to rebuild 
the family life. The National Society for the 
Prevention of Cruelty, to Children depends on 
voluntary contributions to continue this work. 
-No surer way could be found of, helping the 
helpless, and bringing happiness to those who 
need it most. 


remember them l 
when advising on wills and bequests 


ON e SP CG) 


` President? HRH. PRINCESS ELIZABETH 


- Information gladly supplied on application to the Director; NS.P.C.C, 
2Viciory House, Leicester Square, London WC2_ Phone Gerrard 2774 


‘The Corporation of ` 
Insurance Agents 


Insurance plays an important part in the professional 
activities of Accountants and Secrétaries. 


The Corporation of Insurance Agents was founded in 
1906 to provide a central organization for part-time 
Insurance Agents, to elevate the status of the members, 
to advise in insurance matters, to protect and advance 


Members’ interests, to promote their knowledge of ` 


insurance, and to oppose own-case agencies. 


Membership. is’ open to members of Professional 
Bodies and organizations. ; 


The designatory title is ‘Incorporated Insurance’ 


` Agent’, with the initials F.C.I.A. for a Fellow and 
A.C.LA. for an Associate. . 


President: r 
Major G. V.-C. Kee F.R.LCS., FAL 


Full particulars from The Secretary, C. E. Ovington, ` 


¥.C.LS., 3 Helen’s Eë Bishopsgate, Tondon, EC3.. 


- Telephone: London wall 4389 
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SENIOR 
EMPLOYEES 


Employers can augment the retite- 
ment benefits of senior employees by 
means of Endowment Assurance 
policies, and obtain Income Tax 
allowance on the premiums. 


You are invited to write 
to us for further details 


The 


STANDARD 


LIFE 
ASSURANCE COMPANY 


Head Office: 3 George Street, Edinburgh 


‘Branches throughout the United Kingdom 




















FULLER HORSEY 


SONS & CASSELL 





` Specialists 
in the 


SALE and VALUATION 
; i : of l í 

WORKS & MANUFACTORIES 
ENGINEERING PLANT 
& MACHINERY 
Established 1807 


10 BILLITER SQUARE 
l LONDON E-C-3 


TELEPHONE ROYAL (A862 amm Rathbone]i 248 





‘Men who- > 
mean Business 
read 
THE 
, 


FINANCIAL TEMES 
every day. > 
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Instruct 


JORDAN & SONS 
LIMITED 





in. all matters.. 
relating to 
COMPANIES 


Company WEE Agents 
“116 Chancery Lane, London, -WC2 


DR BARNARDO’ 


HOMES | 


(! NOT NATIONALIZED) 


DEEDS: OF. 
COVENANT 


If those paying’ incorne-tax 
at the full rate on some. 
portion. ‘of their Income 
would sign a Deed of 
. Covenant to pay an Annual 
` Subscription for seven years 
to Dr Barnardo’s Homes,’ 
_the Homes are able ro 
recover tax on the sub- 
scription. Thus its value is greatly increased ` 
without extra cost to the donor. 

With income-tax at 9s ód in the £ a sub- 
scription of £1 is worth £ 18s Id and one of 
£5 is worth £9 10s ód. KEE 

Full particulars and the necessary form for 
signature will gladly be sent on application to the 
‘General Secretary,- F. J: Potter, A.C.A., àt 447. 
Barnardo House, Stepney Causeway; London; EI, ` 

(Telephone: Stepney Green 3400. Ext. 74.) 


* YOUR CLIENTS’ MAY LIKE TO 
HEAR ABOUT THIS 
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factorily with the active support of accountants in 
industry. In submitting to you, therefore, my last 
~point for discussion, I should like to include the whole 
field of collaboration between accountants in industry 
and those in practice, as well as the twelve specific 
points to which I have referred. 
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Point for discussion 
What suggestions can be made for the collabora- 
tion between accountants in practice and those in 
industry and, what are the views of the course as 
to the twelve points mentioned above and any amend- 
ment thereof? (Concluded.) 


WEEKLY NOTES 


The International Congress, 1952 


We offer our congratulations to Sir Harold Gibson 
Howitt, G.B.E., D.S.0., M.C., D.L., J.P., F.C.A., who has 
“been appointed President of The Sixth International 
Congress on Accounting, which is to be held in 
London in June 1952. Sir Harold, whose lectures 


and writings are well known to our readers, is a. 


member of the Council of The Institute of Chartered 
Accountants, of which he was President for the year 
1945-46; he is a partner in the firm of Peat, Marwick, 
Mitchell & Co. A member of the Air Council from 
1939 to 1946, Sir Harold has been a member of 
numerous government boards and committees: he 
Ges chairman and deputy chairman of the British 
Overseas Airways Corporation from 1943 to 1948, 
and a member of the tribunal on assessment of 
compensation to colliery owners-in 1946. 

Readers will recall that with our issue of January 
zoth last we had pleasure in presenting them with a 
reproduction in colours of the portrait of Sir Harold 
by Mr Frank O. Salisbury, c.v.o., subscribed for 
by members of the Council of the Institute and 
presented to him at the meeting of the Council held 
on July sth, 1950. 

We also offer our congratulations to Mr Charles 
Percival Barrowcliff, F.s.a.a., President of the Society 
of Incorporated Accountants and Auditors, who has 
` beén appointed Vice-President of the Congress. He 
is the senior partner in the firm of C. Percy Barrow- 
cliff & Co, Incorporated Accountants, of Middles- 
brough, Newcastle and Leeds. A keen cricketer, 
Mr Barrowcliff has gained county honours in 
Durham. 


The Institute’s Autumnal Meeting 
`The twentieth autumnal meeting of the Institute 
officially finished in Torquay today. In our next 
issue we hope to publish a full description of the 
proceedings, with photographs, and in later issues to 
reproduce the papers read during the meeting. 


Half-year’s Balance of Payments 

While the third quarter’s gold and dollar reserves 
figures earned most of the notoriety last week, the 
_ half-year’s balance of payments statistics to end- 
June which were published almost immediately 
afterwards are hardly less significant. They reflect 
in an analysed form the sorry tale which the last 
three quarters’ figures havé summarized in spring, 
summer and autumn. 


The White Paper published last week on the bal- 
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Total Invisible Re- 


_ ance of payments shows that this country experi- 


enced a deficit for the first time since 1949. A table 
analysing the position is reproduced below. 


















(Millions of Zei 
Lost 1950 Year Year 
tst half | rst half | 1950 1949 














Imports 
Food . 608 519 
Raw materials 945 431 
Petroleum go 78 







Total Imports 1,643 


Exports and Re- 
exports 


Visible Balance .. 





Invisible Payments 
Invisible Receipts: 
Shipping 


_ Interest, profits, 
dividen s 
Other 


ceipts .. 
‘Invisible’ Balance 


Total Current Bal- 


ance 


+ 216 | + 167 


These figures have two points of particular interest. 
First, they show how the price of imports has 
affected the size of the import bill. It was nearly 
£500 million higher than in the first half of last year. 
Second, there was a marked and encouraging increase 
in the net balance of the invisible items. 

A deficit of £122 million at the end of June augurs 
ill for the rest of the year. It is already known that 
the large increase in the visible trade gap (as shown 
by the monthly trade returns) did not widen alarm- 
ingly till after June. Further, the loss of Persian oil 
will be increasingly felt for some time, at least during 
the second quarter of this year. Jt is most unlikely, 
therefore, that the first half-year’s deficit will be 
contained at that level in the second half, despite a 
possible slight easing of the import bill. There is 
every possibility that the year’s deficit will in conse- 
quence exceed {300 million by a noticeable margin. 


Gold Reserve Drops 
The gold and dollar reserve statistics for the third 
quarter of this year have turned out to be even worse 
than was expected. The sterling area’s gold and 
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dollar deficit for the period was $638 million and the 
fall in the country’s reserves was $598 million. A 
table.setting out the comparative figures . over the 
last three years is set out below.” 





Kë ; Change | Gold 
Gold and|/Marshall} in gold | reserves 
$ surplus) aid etc. | reserves | end of 

year 
1951: 
3rd quarter — 638} + 40] — 598 | 3,269 
-` and quarter + 54} + 55] + 109 | 3,867 
; st quarter + 360 | + 98| + 458] 3,758 
1950: j 

4th quarter + 398 | + 145 | + 543 | 3,300 

3rd quarter + 187 | + 147 | + 334 | 2,756 

2nd quarter + 180 | + 258] + 438 | 2,422 

yst quarter + .40 | + 256 | + 296 | 1,984 

1949: ` : 
4th quarter — 3: | +-294 | + 263 | 1,688 
3rd quarter — 539 | + 313: | — 226 | 1,425 
. 2nd quarter — 631 | + 370.| — 261 | 1,651 
1st quarter — 330 | + 386, + 56] 1,912 


-Two considerations. are prompted by the figures. 
First is the suddenness and the severity of the fall in 
the reserves. Second’ is the fact that owing to the 
better position of the reserve at the end of the previous 
period compared with the similar drop which took 
place immediately prior to devaluation in 1949, it is 
possible to take time to consider remedial measures. 
Calculated steps are necessary to deal with a most 
dangerous situation, but there is no need at the 
moment to improvise ourselves out of an immediate 
crisis. 

` There is no doubt that the ‘dollar problem’ is back 
with all its old virulence but the special circum- 
stances suggest that the position may not be quite as 
bad as the figures suggest — though it is bad enough. 
Crises in this country’s balance of payments usually 
occur at this time of the year for this is the season 
when the payments position is at its most severe. 
At the same time, receipts tend to be low from sterling 
area commodity exports. Two other factors pulling 
in the same direction as the seasonal one have also 

_ to be taken into account this year. The first is the 
fact that this country has had to pay back gold to the 
European Payments’ Union dung Che third quarter 
(this is of course one of the aspects of the weakness 
of this country’s exchange position at the present 
time). The other factor is that there is evidence that 
United States and Canadian balances in this country 
have been deliberately reduced during this quarter 
below the customary level. 


The Regional Problem 


Although the half-year’s deficit was largely incurred 
with the dollar area in as much as {109 million of 
the £122 million was incurred in that area, the 
previous periods’ useful surpluses were lost by a 
dramatic change of fortune in trade with O.E.E.C. 
countries and with the rest of the sterling area. The 
state of affairs with O.E.E.C. countries has been 
clear from the statistical returns of the E.P.U. 
which have been commented upon in these notes in 
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recent weeks. The growing liabilities of this country 
with the rest of the sterling area have also been 
known for some time. Statistical corroboration of- 
these trends has now come out in the half-year’s 
figures. 

Compared with the first half of 1950, the balance 
with the members of O.E.E.C. changed from + £53 
million to — £26 million. The balance with the 
sterling area fell from + £83 million to + £46 
million. There were also heavy capital as opposed 
to current transactions with some parts of the sterling 
area. The result of these changes has been that this 
country lost gold to E.P.U. and has heavily increased _ 
its liabilities to the rest of the sterling area. Over the 
six months under review this country’s total sterling 
liabilities went up from £3,743 million to £4,168 
million and most of this increase was with the rest 
of the sterling area. 


The half-year’s figures show what has been 
gradually becoming clear for some months; that the 
pound has a world as well as a dollar problem to face. 


Copper and Zinc Allocations. 


An international allocation scheme for zinc and copper™| 
in the fourth quarter of this year has been agreed in 
Washington. This has been done by a committee of 
the PC Materials Conference. 

The largest allocation goes to the United States 
and the second largest to this country. The principle 
employed was for defence needs to be met in full and 
the balance of supplies was divided among the various 
countries according to their consumption last year.- 
The two chief difficulties were to persuade Chile to 
come into the arrangement and accept an inter- 
national scheme for copper at a time when that 
country considered that its best interests were served 
by maintaining a free market. On the demand side, 
a problem was encountered with Belgium which 
claimed a larger allocation than it received since it 
expected to export refined zinc. Both difficulties were 
overcome in the end. . 

This agreement is a useful instance of international 
collaboration and goes a long way to vindicate the 
arguments for maintaining negotiating machinery to 
meet such circumstances as the present world short- 
age of metals. The copper and zinc scheme will go 
some way to offset the less favourable impression of 
its usefulness given by the International Materials 
Conference in its recent failure to achieve a wool 
allocation scheme. 


Liberal Party President-Elect 


Mr Lawrence W. Robson, F.C.A., F.C.W.A., who is a 
prospective Liberal candidate for Banbury, is to be 
nominated by the Liberal Party Executive as 
President-elect at the Party’s next assembly after the 
General Election. Mr Robson is a member of 
the Council of the Institute and immediate past 
president of the Institute of Cost and Works 
Accountants. 


` October. 13th, 1951 
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CORRESPONDENCE | 


= 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


A Few Pitfalls of Estate Duty 


Sir, — May I refer to an article of mine on the above 
subject, published in your issue dated December 2nd, 
1950, at page 565, and to two letters published in 
your issues dated December 16th, 1950, at page 621, 
and January 6th, 1951, at page 19, which raised a 
question with regard to it? ` 

` In my article I expressed the view that where, 
more than five years before his death, a deceased 
made a gift of a fully-paid policy on his own life, 
estate duty could be claimed on the policy moneys 
under Section 2 (1) (d) of the Finance Act, 1894. 

Your correspondents questioned this view — partly 
on the basis of a passage in Green on Death Duties 
(and edition, p. 100) stating that it was not the 
official practice of the Estate Duty Office to claim in 
such circumstances. At the time I could do no more 
than reiterate my own opinion, but since then the 

(question has been discussed in the Court of Appeal 
in the case of Re D’Avigdor-Goldsmid ([1951] 2 
All E.R. 543). 

In that case, counsel for the Crown went so far as 
to concede that the above official practice did not 
accord with the law. While not giving a decision on 
this particular point, which did not arise directly in 
that case, the Court said (at page 562): 

... if a policy has been provided by the deceased 

and has been so disposed of that on his death the 

moneys which then became payable under it are 
` payable to or for the benefit of some other person 
~ or persons, whether that result is achieved through 
. the medium of a trust created in the lifetime of the 

deceased or by means of an assignment in his life- 

time of the legal as well as the beneficial interest in 
_ the policy to such other person or persons, all the 

conditions of liability under Section 2 (1) (d) are 
_ satisfied,’ 
I do not know whether the official practice will now 
be changed or whether it will be continued as a 
concession, 

Yours faithfully, 
London, WC2. G. A. RINK. 


Capital Reserves 


' Sir, — In a number of cases recently, we have found 
that the deferred repairs executed have been sufficient 
to cancel the excess profits tax post-war refund 
previously credited to a suspense account under the 
heading of capital reserves. What is the correct 
accounting procedure to eliminate this capital reserve 
from the balance sheet? Yours faithfully, 

l A. 
Audit Certificate 
Sır, — At the concluding meeting of B group, on the 


last day of the summer course of the Institute at 
Christ Church, Oxford, the ‘beer steward’ presented 


a statement of account of the ‘beer fund’, The honor- 
ary auditor then proceeded to read his audit report 
which was as follows: 
‘I have examined the accounts of B group beer 
_fund and have obtained all the information and 
explanations which I expected. Proper books of: 
accounts have not been kept, and the above accounts 
: are in agreement therewith. If everyone else is 


satisfied, I am.’ Yours faithfully, R 
Norwich. A. S. H DICKER. 


Measurement of Profit 

Sm, — There are several ways of measuring the 
effectiveness of a business undertaking and probably 
the most reliable method for general purposes is to 
calculate the percentage of net profit earned to the 
average capital employed. One method, however, can 
be most misleading and that is to express net profit 
as a percentage of sales.. > 

In one of this country’s largest industrial com- 
panies the raw material cost of a product varies 
between 40 per cent and go per cent of the total cost 
according to the-‘mix’ of products going through. In 
addition, its raw material prices are very unstable 
at the present time. The following position could 
therefore arise: 











Year 1 Year 2 Year 3 
£ £ £ 

Sales value 140,000 235,000 95,000 
Material cost 100,000 190,000 50,000 

Manufacturing . 
cost .. 25,000 27,000 29,000 
Distribution cost 8,000 9,000 10,000 
Net profit 7,000 g,000 6,000 
£140,000 £235,000 £95,000 

Percentage of net 

profit to sales 5-0% 38% 63% ` 


The figures are fictitious and have only been chosen 
to illustrate just one of the weaknesses of this method. 
Comparing Year 2 with Year 1 it will be seen that 
profits have increased but the percentage to sales has 
fallen. In Year 3, profits are below those of Year r, 
and yet the percentage to sales is higher than ever. 

Yours faithfully, 
NORMAN PEARCE, A.C.A. 

Little Aston, Staffs. 


French for ‘True and Fair View’ ? 


Sir, — To settle a controversy in which I have been 
recently engaged, I should be much obliged to any 
of your readers who can suggest the proper French 
translation of the words ‘true and fair view’, as used 
in the Ninth Schedule of the Companies Act, 1948. 
Yours faithfully, 
R. A. BOURNE-PATERSON, M.A., A.C.A. 
~ London, EC2. 
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FINANCE AND COMMERCE 8 


Stock markets, mainly governed by the operations of 
the professional element, have apparently paid scant 
regard to such items as the dismal gold and dollar and 
balance of payments figures, the retreat from Abadan 
and the election manifestos. The fact is that the 
average operator is reducing his investment business 
to a minimum and in the resultant ‘thin” markets a 
relatively small amount of business has striking effect 
on values. The undertone of markets remains steady 
but real business is small. 


Douglas (Kingswood) 

We reprint this week the accounts of Douglas 
(Kingswood) Ltd. Douglas is a famous name in 
motor-cycling history although in more recent years 
the business has included industrial trucks, electric 
delivery vans, etc. Unfortunately, as the heavy debit 
balance on profit and loss account shows, the post- 
war years have been difficult and the business is now 
in the hands of Mr W. Walker, F.a.c.c.a., as receiver 
and manager. 

In the effort to rehabilitate the business, the 
directors, with the approval of the receiver, last 
year entered into an agreement with Paiggio & ‘Cia 
of Italy for the manufacture and sale under licence 
of the ‘Vespa’ which provides an extremely popular 
form of single-track motoring in its country of origin. 

The question of providing the capital to finance 
the venture in the company’s financial situation was 
met by the issue of a 6 per cent convertible debenture 
stock in January last year. The stock was offered to 
_ ordinary and deferred stockholders at par in the 
proportion of £r of stock for every {ro held. It is 
repayable. at par on December 31st, 1959, but carries 
the right of conversion into a new ‘A’ class of ordinary 
capital which will be entitled to half the profits 
distributed by way of dividend and to half the assets 
in a winding-up after payment of the liabilities. 

Development and special tooling was estimated 
at £52,000 and out of the balance of the debenture 
proceeds, £7,200 was ear-marked for the first four 
half-yearly interest payments on the debenture stock. 


Second Year 


. The year covered by the reprinted accounts is the 
second of the rehabilitation years envisaged by the 
receiver on his appointment during which ‘modest 
losses’ were anticipated. Considerable progress has 
been made in the design and modification of the 
company’s products, it is stated, and the heavy costs 
involved have been written off against the year’s 
revenue. In addition to the ‘Vespa’ development and 
tooling costs borne by the debenture stock, much 
expenditure preparatory to its manufacture has 
necessarily been incurred and this also has been 
charged against the year’s revenue. 

Unfortunately, production of the’ ‘Vespa’ started 





some months later than anticipated chiefly owing 
to slow delivery of materials. But for the uncertainties 
of the times, the chairman says, the directors and the 
receiver consider the company would be entering 
into a phase of regular progress towards recovery. 
As it is, shortages. and increases in the prices of 
essential materials manifest themselves from day to 
day with consequent disruptions of production and 
selling programmes. 4 

All that can now be said is ‘that by eliminating 
unsatisfactory and by balancing good stock, by . 
improving existing products and preparing new ones, | 
the foundations of future prosperity have been laid ' 
as far as lies within the control of all concerned’. 


Sixty Years 


We have had beside us for some time the oer 
report of Philips’ Incandescent Lamp Works Co | 
which commemorates the sixtieth anniversary of its | 
foundation. The company has its headquarters at-\ 
Eindhoven and its size may be gauged from the ` 
26,000 of its personnel there, from the 13,000 others 
in the Netherlands outside Eindhoven, and in its 
total personnel throughout the world of some go,000. 

The anniversary booklet is full of most interesting 
material and pictures covering sixty pages and dealing 
with all the aspects of the company’s production of 
lighting, radio, television, radar and allied equip- 
ment. In limited space, however, one can only pick, 
here and there, items of general interest. 

We see, for instance, that Holland has under con- 
sideration the possibility of simplifying the procedure 
for the collection of social security contributions, _ 
preferably by combining it with tax collection. 

In its general outline the report of the Philips’ 
management has a familiar ring. In 1950 its turnover, 
its exports, and its earnings showed substantial 
advance and it is expected that the current year will 
show still further gain although ‘in existing circum- 
stances it is more difficult than ever to forecast what 
the current year will bring and the fact that the first 
months of 1951 have been better than the correspond- 
ing period of last year gives no reliable indication’. 

Intensification of Western European defence 
measures is increasing the demand for the company’s 
industrial and professional, rather than its domestic, ` 
products. Obviously, however, the company on the 
domestic side has a considerable part to play in the 
development of television throughout the world. 





Money Market A 

Treasury bill applications totalled £327,410,000 on ` 
October 5th, and 69 per cent of requirements was 
obtained by the market. The average rate rose to 
ros 3°13d per cent and this week’s offer is for £260 
million. There is no Treasury deposit receipt call 
this week although maturities amount to £25 million. 


DOUGLAS (KINGSWOOD) LIMITED 
(W. Walker, F.A.C.C.A. - Receiver and Manager) 
Balance Sheet as at December 31st, [950 
(incorporating the transactions of its subsidiary ~ see note below) 




































































‘Members’ Interest In the Company 1949 
(I) Share Capital: £ D £ 
Authorized: 
760,000 Ordinary Shares of 5s each =. ay ae ee : a SS Sg 190,000 y 250,000 
240,000 ‘A’ Ordinary Shares of 5s each we Ss ES Sa S vg Sa 60,000 S 
£500,000 Ordinary Stock in units of 5s each ` zë Se Ge D a .. 500,000 500,600 
£100,000 Deferred Stock in units of 2s each .. D Le Se Se Ne GK 100,000 100,C00 
£850,000 £850,000 
Issued and Fully Paid: 
000,000 Ordinary Stock units of 5s each z oe SG vi Si T .. 500,000 500,000 
1,000,000 Deferred Stock units of 2s each E Së T ks Ss Se iy 100,000 100,000 
600,000 600,000 
(il) Revenue Reserve va D Si E ve ve D SC o ik yä 10,000 10,000 
(iii) Profit and Loss Account... m e eh Sé 7 E ne e CH 819,258 795,430 
809,258 785,430 
y £209,258 £185,430 
Gross Values Deductions from Gross Values 
_ At Valuation Depreciation and amounts 
dated June l4th, written off 
$935, plus addi- —— m 
tions at cost less | Additions at 
sales (including | cost less sales Year to 
War Damage during the December 
adjustment) less year ` 
transfers from 
Reserve Account at 
Represented by August 4th, 1939 
(|) Fixed Assets: : £ É £ £ 
Freehold Land and Bulldings de 202,210 587 i 185,438 186,461 
z Fixed Plant and Machinery .. 199,862 6,215 , 96,535 97,062 
Loose Plant, Vehicles, Furniture, Fix- 
tures and Fittings .. A ‘aa 59,117 929 , , 32,488 34,282 
£461,189 £4,699 É £13,692 *304,461 317,805 
Patents, Trade Marks, Licence Rights, etc Sg Së eg aa l I 
Shares in Subsidiary Company: Douglas (Sales & Service) Led `. Se Ei SS a l I 
Shares in Associated Company os Ss SS e si Cas a se — 3 l 
304,463 317,808 
* The bulldings and plant were valued by Messrs Howes, Luce, Williams & Co, as at 
December 31st, 1946, in the sum of £400,675 which was £102,120 in excess of the 
book value of these assets at that date, 
(2) Douglas Vespa Development Account: 
(subject to charge under Debenture per contra) 
Initial Payment for Services and Drawings, Tooling, etc., including Debenture Interest of 
3,042 and Expenses in respect of Debenture Issue of £1,105 .. oe Se a ee 55,843 _ 
Cash at Bank CG oe së ae de bg Së is D SS Dë 4,157 — 
E 60,000 — — 
(3) Current Assets less Liabilities: 
Assets: 
- Stock on hand and Work In Progress, less provision for scrap etc. T A Sé 386,013 394,990 
Sundry Debtors and leie Charges DÉI DÉI ep oe oe ete cate 97,190 75,857 
Income Tax Refund a x D SS Kai us SW ae e ~ 13,361 
Cash in hand and at Bank . T oe DÉI DÉI DÉI oe ae gr aa 13,344 6,426 
496,547 364,463 490,336 317,808 
Liabilities: 
Receiver’s Current Liabilities and Accrued Charges .. Ss .. £138,765 62,326 
Crown Assets — Liability for purchase price . — 11,000 
Creditors with claims ranking In priority to the Debenture-holders 11,647 14,647 
Bank Overdraft (secured by a first charge over all the Company's 
Assets except those specifically charged under the 6 per cent Con- 
vertible Debenture Stock) 721,739 705,612 
6 per cent Convertible Debenture Stock charged on "specific assets 
per contra ` 7 60,000 — 
Stockholders have the option, "exercisable before December Bist, 
gy d convert their holdings into fully paid ‘A’ Ordinary Shares 
Sandee "Creditors, Accrued Shares and Unclaimed Dividends Ire ` 
Recelver) .. Di e we Sie SN . 125,797 127,629 
——£1 057,948 
Provisions; 
For Service and Warranty, Deferred Peeprenente and Losses on 
Forward Commitments D oe ve Sa ANE 12,320 75,360 
` WHITEHEAD ———__ 1,070,268 573,721 503,238 
HAROLD TI —— m —— 
H. N. HUME Directors. £209,258 £185,430 





Auditors’ Report 

We report to the members of Douglas (Kingswood) Ltd that we have audited the books and accounts of the Company for the year ended 
December 31st, 1950, and have obtained all the information and explanations which to the best of our knowledge and belief were necessary 
for the purposes of our audit. 

In our opinion proper books of account have been kept by the Company so far as appears from our examination of those books, 

The foregoing Balance Sheet and annexed Profit and Loss Account are in agreement with the books of account. In our opinion and to 
the best of our information and according to the explanations given to us the sald Balance Sheet and Profit and Loss Account give the 
information required by the Companies Act, 1948, in the manner so required and they give in the case of the Balance Sheet a true and fair 
view of the state of the Company’s affairs as at December 3ist, 1950, and in the case of the Profit and Loss Account a true and fair view of 
the loss for the year ended on that date. 
London, September 3rd, 1951. THOMSON McLINTOCK & CO, 

Chartered Accountants. 


7 | 
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DOUGLAS (KINGSWOOD) LIMITED 
(W. Walker, F.A.C.C.A. ` Receiver‘and Manager) 


Profit and Loss Account for the year ended December 3!st, 1950 


October 13th, 1951 








Profit on Trading (after crediting £63,040 being the amount of provisions made against future ` 


excessive manufacturing costs, guarantee claims and deferred maintenance no a longer required; The 
amount credited in respect of such provisions in 1949 was £34,640 .. A . 


Deduct Depreciation of Fixed Assets .. ve SC Déi oe Sa D 
Bank Interest ee ae es es kė 
Remuneration of Directors In Executive je Capacity ei eg SS oa .. 
Auditors’ Remuneration % E eng wé 
Net Loss for the Year 3 os as Se we sä So 


Add Fee for preparing ‘Statement of Affairs De Së 
Special Advertising and Cost of Overseas Travelling to rehabilitate Markets. 


Deduct Profit on Sale of Investment In Associated PER Dëse jë ae ee ye 
Refund of Income Tax .. ee w . oe Ss oe os oe 

Net Debit for the Year Sg as oe ae Di EY: Ei DI DÉI 
Add Debit Balance brought ‘forward es rää oe oo oe ae . 


Note re Subsidiary Company: The transactions of the Subsidiary, Douglas (Sales & Service) Ltd, which acts solely as a selling agent for the 
Company, hava been included in these accounts. its operations for the year therefore have resulted in neither profit nor loss. : 


HAROLD WHITEHEAD 
H. N. HUME 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN-ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council, held you yourselves sat at similar desks in fear and trembling 
on Wednesday, October 3rd, 1951, at the Hall.of the wondering what sort of questions the examination 











£ £ 
17,517 
13,692 k 

26,627 
2,500 
525 

— 43,344 

25,827 

1,999 

23,828 

795,430 

£819,258 


er 


Institute, Moorgate Place, London, EC2, there were papers would reveal. 


present: I do indeed congratulate you most heartily. It is 

Mr C. W. Boyce, c.3.z., President, in the chair; Mr T. B. no mean achievement to appear amongst the prize 
Robson, M.B.E., Vice-President; Messrs G. Adam, M.C., winners in examinations which are such a searching 
test of your ability and are designed to prove that 
S. W. Cornwell, A. S. H. Dicker, ans. S. H. Gier: YOu have absorbed and have been able to express clearly 


W. L. Barrows, Sir Harold Barton, Messrs 'T. Hamilton 
Baynes, T. Fleming Birch, J. Blakey, W. G. Campbell, 








1949 


14.766 
26,62! 
2,500 
525 





Y Directors. 


11,540 




















wc, P. F. Granger, D. V. House, H. Crewdson Howard, ` the knowledge’ you have acquired during a long and": 
Sir Harold Howitt, Messrs W. H. Lawson, c.B.E., W. R.. perhaps somewhat tedious. course of study. 
MacGregor, K. A. E, Moore, P. Morgan-Jones, S. J. ‘This occasion ‘is somewhat unique in that it affords 


Pears, C. U. Peat, m.c., P. M. Rees, m.c., L. W. Robson, me the opportunity of welcoming a prizewinner in | 
G. F. Saunders, Gilbert D. Shepherd, M.B.E, K. G. the Preliminary examination. To this young man, on 


d 


Shuttleworth, B. Smallpeice, C. M. Strachan, ©.B.E.,° the very threshhold of his career I offer, on behalf 


E. E. Spicer, E. D. Taylor, T. A. Lacy Thompson, D.s.0., 


mc. G. L. C. Touche, E. G. Turner, we. A. D. Walker of the Council, our congratulations on his success and. 
Sir Nicholas Waterhouse, K.B.E., Mr H. B. T. Wilde, with OUr Sincere hopes that he may find the work in the 


an Assistant Secretary. 


profession of his choice congenial. We should be very 


pleased to see him again, three years hence, as a 


Presentation of Prizes 


. prizewinner in the Intermediate. 


In presenting the following prizes to the under- To those who have gained distinction by winning a 
mentioned candidates, who were able to attend the prize or being awarded a certificate of merit in the 


meeting of the Council, the President said: 


Intermediate examination. I would say, do not rest on 


Gentlemen, your oars, but let your success be an inspiration to 
Twice a year the President of the Institute has the put that extra ounce of effort into your stroke and 
very pleasing duty of presenting the prizes and certifi- make sure of getting a good place in the final heat. 
cates of merit awarded to candidates at the recent The Intermediate examination is, as it were, the 
examinations and, on behalf of the Council, of con- half-way house, and I am afraid it means that you will 


gratulating them on their achievements. 


have to set about your attack on the Final immediately. > 


In the normal course of events the prizes are pre- But if you will take a word of advice from me, do not 
sented in the Council Chamber but unfortunately the neglect your physical training. Make a point of 
contractors are still engaged on the renovation of that keeping up your favourite pastimes during the week- 
Chamber and it has therefore been necessary to hold ends for there is no substitute for fresh air for clearing 
this meeting in the Oak Hall. I trust that the sight of the mind of cobwebs and for enabling you to tackle 


some of the members of the Council seated at examina- your problems with renewed vigour. 


tion desks does not remind you too much of days when I know it will be the wish of this Council that I 
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convey to you their best wishes’ for- your success in 
the Final: 
1" The successful candidates in 2 the Final examination 
are to -be congratulated on their ability i in having sur- 
mounted the ordeal of that examination with distinc- 
tion And I am sure you are proud to become members 
of the Institute and to be entitled to add the letters 
‘A. CAL after your names. f 
* You are on the threshhold of a career in an Se 
able profession which although not one of the oldest, 
is held in high esteem in the world of commerce and 
by the government departments. Over a period of 
seventy years, this great Institute of ours has been 
built up by our predecessors, not merely by the 
ability which they displayed in- the technique of 
accountancy, but even more important, by their high 
ideals, character and integrity. Without these latter 
attributes, the prestige of the Institute cannot be 
maintained and the Council is very jealous’ in safe- 
guarding the highest standards of professional conduct 
amiongst our members. 
_ In my day there were papers set at both Intermediate 
and Final examinations on ‘Rights and Duties’, the 
| subject-matter of which is now merged in other 
papers. 
, Nowadays we hear a great deal about rights, but I 
am sorry to say that duties are often pushed into the 
: background. The man who insists on his rights may 
derive transitory benefit but if he neglects the duties 
which go with rights, he gets nowhere. 
` You, as members of this Institute, have your rights 
which you can exercise to the full, but do not forget 
the duties you owe to your clients, to the public and 
_ to the Institute. 
The district societies play a very important part in 
our organization and I would impress upon you the 


importance of joining the society for your own *™.. 


You no doubt have derived many benefits from your 
district society during your period of service’ under 
articles and it is now your turn to give all the assistance 
-you can to that society, attend its meetings and join 
L Zo the debates. The Institute needs the help of the 
district societies in finding solutions to the many difficult 
problems with which it is confronted in these days. - 
On behalf of this Council, I extend to. you our very 
best wishes for your happiness and for success in your 
sos careers. 
Final Examination 
First Certificate of Merit, the Institute Prize, and the 
‘Walter Knox’ Scholarship 
Cox, Derek Ernest (J. Fawcett), Grimsby. 


Second Certificate of Merit 
Ironside, Donald James (A. E. M. Harbottle), Bristol. 


Fourth Certificate of Merit, the ‘W. B. Peat? Medal and 
Prize 
Sargent, John Eric (R. G. Carter), London. 


Fifth Certificate of Merit 
“Newcomb, Charles Buckle (A. W. S. Tabbernor), 
London. 


Sixth Certificate of Merit, the ‘Frederick Whinney’ Prize 
and the ‘Plender’ Prize ‘for the Advanced Accounting 
. (Part I) Paper 
Carmichael, Keith Stanley (W. J. Corpe), Bristol. 
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Sixth Certificate of Merit . 


` Backshell, Thomas Christopher (H. E. Traylen), 
d London. 


Auditing Prize and the ‘Plender’ Prize for the Auditing 
Paper ` 
' Ross, W. R. M. (H. L. Layton), London. 


‘Plender’ Prize for the General Financial Knowledge and 
Cost Accounting Paper 


Gosden, D. L. H. (C. R. P. Goodwin), Brighton. 


‘Plender’ Prize for the English Law {Part I) Paper 
~ Mellor, J. D. H. (J. M. Freeman), Newbury. 


‘Roger N. Carter Prize ; 
Taylor, A. G. (G. Waterworth), Blackburn. 


‘Plender’ Prize for the Advanced Acccunting (Part ID) 
Paper 
Tripp, A. C. (J. L. Wannan), London. 


Intermediate Examination 
First Certificate of Merit, the Institute Prize, the 
‘Frederick Whinney’ Prize and the ‘Plender’ Prize for 
the Book-keeping and Accounts (Executorship) Paper 


` Holt, Cecil Digby (J. F. Venner), London. 


Second Certificate of Merit, the ‘Stephens’ Prize and the 
‘Plender’ Prize for the General Commercial Knowledge 
Paper 
Tansley, Thomas Anthony (J. B. Pinnock), Bedford. 


Third Certificate of Merit, the ‘Plender’ Prize for the 
Book-keeping and Accounts (Limited Companies) Paper 


Chancellor, Russell Edwin (T. B. Robson), London. 


Fourth Certificate of Merit 


Webster, Thomas Alfred John (G. T. E. Chamberlain), 
Leicester. 


Preliminary Examination 
First in Order of Merit and Institute Prize 
West, Donald (Chorley). 


Reduction in Period of Service under Articles 


Three applications under bye-law 61 for a reduction 
in the period of service under articles were acceded to 
and one application was not acceded- to. 

One application under bye-law 63 (© for a reduction 
in the period of service under articles was acceded to 
and one application was not acceded tc. 





Exemption from the Preliminary Examination 
One application under bye-law 63 (a) for exemption 
from the Preliminary examination was acceded to. 
Four applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Exemption from the Intermediate Examination 


Two applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to 
and two applications were not acceded to. 


Taxation and Research Committee 
Messrs T. Fleming Birch, W. G. Campbell, P, F. 
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Carpenter, W. W. Fea, A. P. Ravenhill and P. M. Rees 
were appointed as nominees of the Council to serve 
on the Taxation and Research Committee for the year 
commencing October rst, 1951. 


Change of Name 


It was resolved that the name of Mr Neville Frederick 
Wood, A.C.A., be changed in the Institute records to 


Neil Frederick Wood. 


Appointments while Serving under Articles 


Three applications under bye-law 57 from articled 
clerks for permission to accept appointments while 
serving under articles were acceded to. 


Articled Clerks in Industrial Organizations: 


Three applications under bye-law 58 (c) from articled 
clerks to serve a period of their articles in industrial 
organizations were acceded to and one application 
was not acceded to. 


Summer Course, Christ Church, Oxford 


The chairman of the Summer Course Committee 
reported on the proceedings at Christ Church, Oxford, 
from September gth to 14th, 1951. It was unanimously 
resolved that the President should send letters of 
appreciation to the four speakers, the Governing Body 
of Christ Church and all others concerned with the 
conduct of the course. The Council decided that the 
programme and the full text of the four addresses 
should be reprinted in the form of a combined booklet 
similar to those prepared after previous courses. 
Copies are now being printed and will be obtainable 
shortly on application to the Secretary of the Institute, 
price 5s each, post free. Remittances’ should be sent 


with applications, which will receive attention as soon 


as the booklets are delivered by the printers. 

As announced last year, the Council has approved 
the holding of a similar course from September 12th 
to 17th, 1952. 


Certificates of Practice etc. 


On the report of the Applications Committee the 
following resolutions were passed: ` 
(1) That certificates of practice be issued to the 
following twenty-three associates who have com- 
menced to practise: 
Bearman, Donald Boyd; 1921, A.C.A.; (*Primost, New- 
bridge, Bearman & Co), 35 Copthall Avenue, London; 


2. 

Burnell, James Walter; 1950, A.C.A.; (Wilkinson & Mellor), 
Leadenhall Buildings, 1 Leadenhall Street, London, 
EC3. 

Burns. Martin Wolfe; 1951, A.C.A.; (Burns & Co), ‘Mistral’, 
Worple Road, Staines, Middlesex. 

Caveney, Harry; 1951, A.C.A.; 
Denton, Manchester. 

Coates, Herbert Arthur; 1949, A.C.A.; 
School Brow, Romily, Cheshire. 

Feldman, Albert; 1951, A.C.A.; (A. Feldman & Co), 272 
Willesden Lane, London, NW2. 

Green, Owen Whitley; 1950, A.C.A.; (*Charles Wakeling 
& Co), Pomeroy House, 28a Basinghall Street, London, 
EC. 

Gregory, Herbert; 1950, A.C.A.; (George A. Box & Co), 
20 Birley Street, Blackpool. 


112 Nasmyth Street, 
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Hill, Maurice Vernon; 1928, A.C.A.; 6 Bank Street, Leeds, 1, 

Langdon-Davies, Robin Harry, D.F.C; 1950, A.C.A; 
(Thornton & Thornton), Prudential Chambers, Banbury, 

xon. : 

Mead, Colin; 1951, A.C.A.; 12 Preston New Road, Church- 
town, Southport. 

Michaels, Gerald, Harry; 1950, A.C.A.; 12 Ridge Road, 
London, N8. 

Ortmans, Derrick Horace, MA. 1951, A.C.A; (Clark, 
Battams & Co), 32 Victoria Street, Westminster, London, 

I 

Porter, John Austin; 1948, A.C.A.; (Stanley Porter & Co), 
106 Cleethorpes Road, Grimsb by. 

Preston, Ross Frederick ‘Gurney; 1943, A.C.A,; (R. F. Ga 
Preston & Co), Haffenden House, Bethersden, near . 
Askiford, Kent. 

Rose, Philip; 1951, A.C.A.; 12 Gladstone Park Gardens,’ 
London, NW2. 

Rothburn, Aubrey; 1951, A.C.A.; (Aubrey Rothburn & 
Co), 30 Atlantic Chambers, 7 Brazennose Street, Man- 
chester, 2. 

Schwartz, Sidney; 1950, A.C.A; 33 Cheyneys Avenue, 
Canons Park, Edgware, Middl esex, 

Smith, Noel George; 1937, A.C.A.; (Noel Smith & Co), 
2-5 Old Bond Street, London, Wi. 

Storex, Ivor Charles; 1947, A.C. A. ; (Percy We Ward & Co), 
27 Mosley Street, Newcastle upon Tyne, 

Walker, John Storr; 1948, A.C.A.; (T. & H. P. Bee), 13 
Chapel Street, Preston, and at Blackpoo! and Fleetwood. 

Wheeler, Peter James, D.F.c.; 1938, A.C A: Swinton House, 
324 Gray’ s Inn Road, London, Wc: . 

Wilson, William; 1948, A.C.A.; (Ogden, Manning Hill & 
Co), National Provincial Bank Chambers, Bank Street, 
Mexborough. 


(2) That twenty associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye- l 
law 31). 

(3) That two associates be elected to fellowship 
under clauses 6 and 31 of the supplemental Charter ` 
{bye-law 31). e 

(4) That one applicant be admitted as an associate 
under clause 5 of the supplemental Charter (bye~+ 
law 31). 

(5) That nine applicants be admitted as associates 
under clause 9 of the supplemental Charter (bye- 
law 36). 

A list of those who complete their fellowship or 
membership before October 15th will appear in The 
Accountant of October 20th. 


Registration of Articles 


The Secretary reported that 263 articles of clerkship 
were registered during the months of August and. 
September as compared. with 324 in the previous 
August and September. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the.deaths of the following members: 


Mr Leonard Ernest Allen, a.c.a., St Albans. 
», Algernon Beard, a.c.a., Finchley 
» David Arthur Davies, F.c.a., London. 
» James Henshall, F.c.a., Chester. 
» Thomas Holt Morris, a.c.a., Pwllheli. 
» Herbert Edwin Nowell, a.c.a., San Francisco. 
» Albert William Pooley, F.c.a., Leicester. 
» Henry Stanley Porter, F.c.a., Grimsby. 
» Edmund Reynolds, F.c.a., Watford. 
» Harold Frederic Richardson, A.C.A., Manchester. 
» Walter Parker Rocke, F.c.a., London. 
» Horner Stanley Wilson, F.C.A., Manchester. 
» Joe Preston Wood, F.c.A., Burnley. 
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2 ASSOCIATION OF SCOTTISH 
CHARTERED ACCOUNTANTS IN LONDON 


ANNUAL 


. A most enjoyable occasion was the dinner of the 
: Association of Scottish Chartered Accountants in 
London held on Friday, October sth, 1951, at. the 
Savoy Hotel, London. More than 250 members, and 
guests attended the diiimer and wer received on 
_ arrival by Mr C. I. R. Hutton, C.A., chairman of the 
Association, who presided. 
Among those present were: 


_ Mr John Adamson, c.a. (Past Chairman of the Associa- 
tion); Mr C. P. Barrowcliff,-#.8.A.a. (President, Society of 
Incorporated Accountants and Auditors); Mr J. B. Braith- 
waite (Chairman, the Council of the Stock Exchange); Mr 
` ©. G. Brand (Vice-Chairman, Federation of Civil Engineering 

| Contractors); Mr G. A. Collins (President, Law Society); 

| Sir Archibald Forbes, C.A. (President, Federation. of British 
| Industries), 

Sir David Allan Hay, K.B.E., C.A. (Past-Chairman, Joint 
Committee of Councils of Chartered Accountants of Scotland); 
Mr C. G. Hayan (Chairman, Association of British Chemi- 
cal Manufacturers); Mr H. G. Judd, cns, Ga, (Past- 

| Chairman of the Association); Sir Frank G. Lee, C.M.G. 
(Permanent Secretary to the Board of Trade); Mr S. H. 
Mearns, c.a. (Past-Chairman of the Association); Mr D. 
Munro (London Manager, The Union Bank of Scotland Ltd); 
Mr T. B. Robson, M.B.E., F.c.a. (Vice-President, Institute 
of Chartered Accountants in England and Wales); and the 
Rev. R. F. V. Scott, D.D, (Minister of St Columba’ s). 





Acute, Obtuse and Right Angles 


The toast of 
. Accountants in London’ was proposed by Sir Archibald 

Forbes, Ca. who opened by saying that as a member 

of the profession — not in practice (laughter) — it was 

a privilege for him to be able to address his former 
|- masters and colleagues. 

‘This title- The Association of Scottish Chartered 
Accountants in London — seems to me to have something 
‘of a challenge in it. It'seems to suggest that they are not at 
all ashamed of Zwir origin, and almost dare the English to 
throw them out, “Laughter.) 

‘Ir has been said that when the Angles first descended 
upon this island, the acute Angles went North and „the 
obtuse Angles went South. (Laughter.) It may be (haas a 
result of environment, coupled, perhaps, with some ele- 
mentary knowledge of mathematics, the southern drift of 
the Scottish chartered accountants to London has resulted 

_in the evolution of the right Angle.’ (Renewed laughter.) , 
Sir Archibald then went on to speak of the pamphlet 
entitled Some accounting terms and concepts, wnich he 
said he had recently:read ‘with a certain amount of 
interest and not a little alarm’. He felt that it was to 
be regretted that the ‘two august bodies’ who had set 
‘up the committee had not reached common ground on 
more of the major questions under their consideration. 
He continued: ` 


b The Profession’s Opportunity 


‘Industry would welcome some definite lead from the 
great accountancy profession or so many problems which 
perplex industry today. It is fashionable in many quarters 
to say that the accountant does not make profit but merely 
records it. To that theory I subscribe not at all. Your pro- 
fession is now consulted on almost every business matter 


a 


‘The Association of ‘Scottish Chartered ` 


DINNER.. . 


over a very wide field, not only by firms but by industry 
and government itself. 

‘It seems to me that your profession is ‘closer than any 
other to the industrial and commercial world. And that 
being so, you have an admirable opportunity ~ no one 
better — to assess and pronounce upon the various problems 
which perplex the business world, and any such pronounce- 
ment by you people would be accepted as a balanced one, 
because it would be based not only on experience but on 
complete independence. S 

‘I think, therefore, that you have an enormous oppor- 
tunity lying to your hand to take a large and leadirg part 
in formulating financial policy, both industrial and national. 
It is with very great temerity, therefore, that I would 
suggest you are not making the fullest possible use of that 
very opportunity. I admit at once that individual members 
in the profession are doing a great deal in this way. I admit, 
too, that to reach any unanimity of view on the number of com- 
plex problems before you is difficult, even impossible. . , 
I can assure you that any view which you would care to 
express on these matters would be heartily and most warmly 
welcomed by organized industry.’ 


Profit-sharing 


On the subject of profit-sharing, Sir Archibald said: 
“We can all appreciate at once the obvious difficulties 
which lie in the way of any such scheme. It clearly wants 
very close study, and a great deal of thought, and I would 
suggest to you that some study by your profession on this 
matter might well be of the greatest national benefit.’ 

In conclusion, Sir Archibald appealed to the pro- 
fession to give more of a public lead to the business 
community on such matters as those hé had indicated. 
‘A golden opportunity’, he said, ‘lies to your hand, and 
I hope you will grasp it? , ' 

The toast of ‘Our Guests’ was: proposed hy Mr 
Hutton, who said in the course of his speech: 

‘Until this year we have had the somewhat unusual dis- 
tinction of being the offspring of three parents. (Laughter.) 
A few months ago the parent societies in Scotland amalga- 
mated into one, and this is the first dinner to be held since 
that amalgamation.’ (Applause.) 

Thanking Sir Archibald Forbes for his stimulating 
speech, Mr Hutton said that Sir Archibald was ‘in 


-‘mid-stream of a most distinguished career’ and could 


truly be called ‘the commander-in-chief of British 
industry’. Referring to some of the very important 
problems touched upon by Sir Archibald, he continued: 

‘I do feel that the man who i is really going to solve these 
problems is the man who is going to show us how to run 
the country on a substantially lower rate of tax.’ 

In replying to the toast, Mr J. B. Braithwaite 
expressed the pleasure he felt at being asked to do so 
and said that though he was not a Scotsman by birth, 
he could claim to be ‘a Scotsman by conviction’, 

During dinner, Sir Archibald Forbes presented golf 
trophies for the years 1950 and 1951: Bogey Challenge 
Cups, 1950, to Mr J. W. Johnstone, C.A., and Mr H. 
MacDougall, c.a.; and Bogey Challenge Cup, 1957, 
to Mr W. J. Findlay, c.a. The ‘Past Presidents’ 
Challenge Cup’, 1950, was won by Mr A. R. Currie, 
c.a.; the ‘Past Presidents’ Challenge Cup’, 1951, and 
Bogey Challenge Cup, 1951, by Mr J. Robertson, c.a. 
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Personal 
Messrs CArTELL & CHATER, Accountants and 
Auditors, of Bank Chambers, High Street, Kettering, 
announce that Mr G. A. TAYLOR, B.COM., A.C.A., Was 
` admitted a partner on October ist, 1951. 

Messrs DRACON, GuiLp & Co, Chartered Account- 
ants, of Halifax Chambers, High Street, Coventry, 
announce that as from October 8th, "oer, their 
address will be Lleyda Bank Chambers, Greyfriars 
Lane, Coventry. Telephone: 60022 (5 lines). 

Messrs Lomax, CLements & Co, Incorporated 
Accountants, of Dr Paul’s House, 61-63 St Paul’s 
Churchyard, London, EC4, announce that as from 
October ist, 1951, they have taken into partnership 
Mr J. F. GLENISTER, asad. The name of the firm 
will remain unchanged. 

Mr H. C. FLETCHER, a.$.4.4., practising as GIBSON 
& FLETCHER, Incorporated Accountants, of 3x Earl 
Street, Mullingar, auncunces that he has taken into 
partnership Mr Rosrrt T. POOLE, a.s.a.a., who has 
been a member of his staff for the past few years. 
Mr Poore who qualified in 1940 has had sixtesn years’ 
accountancy experience, three of which were spent 
as an industrial accountant and five on the Irish staff 


of one of the largest. firms of chartered accountants ` 


in Engiand. The firm will continue to practise under 
the style of Ginsow & FLETCHER, at the above address. 

Mr Wun K. GEDDES, C.A., F.A.C.C.A., and 
Mr Ne. CAMPBELL BEATON, B.COM., C.A., announce 
that they have amalgamated their practices and that, 
as from October ist, 1951, they are practising in 
partnership under the firm name of GEDDES, BEATON 
& Co, Chartered Accountants, at 6 Rutland Square, 
Edinburgh, 1. Telephone: Edinburgh 34171. 

Messrs Moores, Carson & Watson, Chartered 
Accountants, of 209 West George Street, Glasgow, 
C2, announce that they have, as from October Ist, 
assumed Mr HucH MACKENZIE LESLIE, C.A., as 2@ 
partner of the firm. 

Mr Norman C. R. FLEMING, F.s.A.A. and Mr 
Tuomas J. HARRISON, A.C.A., practising as CHARLES 
E. Dose & Son, at rı Dale St, Liverpool, 2, 
announce that as from October 1st, 1951, they have 
admitted into partnership Mr GrorereY Bous 
WARING, A.C.A., who has been associated with them 
for some years. "The style of the firm will remain un- 
changed and the practice will be continued from the 
same address. 


Board of Iniand Revenue 
APPOINTMENT OF New Deputy CHAIRMAN 
Mr Edgar William Verity, C.B., a Commissioner of 
Inland Revenue, has been appointed a deputy chair- 
man of the Board of Inland Revenue in succession to 
Sir Clifford Holland Wakely, K.B.E., who is retiring 
from the public service on October 31st. 
Mr Francis Arthur Cockfield, Director of Statistics, 
has been appointed a Commissioner of Inland 
Revenue in succession to Mr Verity. 
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Naticnal Service < 
We are informed by the War Office that if a young 
newly-qualified accountant is interested in serving 
his period of national service in the Royal Army Pay 
Corps -a corps which can provide work and mental | 
exercise of the type for which he is trained be: 
should write ta the War Office, stating his preference 
to serve in that corps. 

Provided that. they have advance notification, the 
War Office say that it will then be possible for hgm 
to make cppropriate arrangements. 

Normally, a young newly-qualified accountant | 
will be eligible to take what is known as a national 
service coramission — that is, subject to acceptance 
by the War Office Selection Board he can do most of 
his national service as a commissioned officer. 

It is also possible that after national service in the 
Royal Army Pay Corps some individuals may feel 
desirous of taking a regular commission in that corps; 
this was mentioned in our issue dated September 
2gth, 1951. 

The address from which information. can be"? 
ovtained is: The Paymasver-in-Chief, the War Office | 
(F.ga), Northumberland House, Northumberland 
Avenue, London, WC2. 


The Chartered Accountant Students’ Society 
of London 
The President’s meeting of the Chartered Account 
ant Students’ Society of London, held in Guildhall 
on October 4th, was attended by about 830 members, 
The Lord Mayor of London, Sir Denys Lowson, 
who was introduced by Sir Harold Howitt, G.B.E., 
U.8.0., M.C., F.C.A., President of the Society, spoke 
of the ancient building in which the meeting .was 
being held, and the still more ancient procedure of Å 
the Court of Common Council of the City of London 
-which had been held in Guildhall during the after- 
nocn. He emphasized the Courte importance as the 
historical source of the modern system of free 
democracy by parliamentary legislation and control. 

The Lord Mayor then left the meeting to keep 
arother appointment, and Sir Harold Howitt intro- 
duced Sir Theobald Mathew, K.B.2., M.c., Director ` 
of Public Prosecutions, whose inform: ative . and *. 
entertaining address on “The King’s peace’ was" 
keenly appreciated by the audience as a broad and 
factual survey of the development of the system of 
security for the individual and his property from the 
attacks both of other individuals and of gx >vernment 
bodies. 

The meeting terminated with votes of thanks to 
Sir Theobald Mathew, proposed by Mr T. B. Robson, 
M.B.E., MLA., PA Vice-President of the Institute 
of Chartered Accountants, seconded by Mr RB D: 
Barton, B.A., A.C.A., chairman of the committee, and 
to Sir Harold Howitt, proposed by Mr M. A. Linsley. 

We hope to reproduce Sir Theobald Mathews! 

, address in a later issue. D 
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Company No. 500,000 

(Zait a million company registrations in England and 
Wales had been effected since the coming into force 
of the Companies Act of 1862, when on Wednesday, 
October 3rd, the 500,cocth certificate of registration 
was handed by the Registrar of Companies, Mr J. D. 
Todd, to the firm of H. Rock (Hull) Ltd, a firm of 
consulting engineers and assessors incorporated with 
‘a nominal capital of £1,000. 

The first quarter of a million registrations took 
68 years ~ until 1930 — to achieve; the second quarter 
of a million has now been reached only 21 years later. 
The increase in registrations was due in the main to 
the large number of firms taking advantage of the 
new provisions of the Companies Act, 1907, which 
for the first time permitted the formation of private 
companies. It took 46 years, up to 1908, to register 
100,000 companies. After that it took only 16, 11, 10, 
and 6 years respectively for each subsequent 100,000. 

The number of companies now on the register for 
England and Wales is roughly 252,000, of which 
some 15,000 are public companies. 

‘The number of companies incorporated in Scotland 





since 1856 is approximately 28,600, of which 15,000 .*” 


) (including 1,500 public companies) remain on the 
register. 

Australia and New Zealand Bank Ltd _ 
From October rst, the new bank ‘Australia and New 
Zealand Bank Ltd’ is carrying on in its own name 
the combined businesses of the Bank of Australasia 
“Ltd and the Union Bank of Australia Ltd. 

This event marks an epoch in the history of bank- 


ing in Australia and New Zealand, and, indeed, in ` 


the history and development of those two countries, 

for the Bank of Australasia was founded in 1835 and 

the Union Bank of Australia in 1837. Both banks 

-played an important part in the early settlement of 

Australia and New Zealand, and for over a hundred 

years have assisted in the development of the trade 
. and resources of those countries. 

To commemorate the merger, a specially prepared 
attractive 48-page booklet entitled October first, T951, 
gives the stories of both banks, with facts and figures, 
` anda well-illustrated summary, ‘Lands of opportun, 


“Hill Lands (North of Scotland) Commission 

Che Secretary of State for Scotland -has announced 
he composition of the Hill Lands (North of Scotland) 
a, which is to explore the possibilities of 

SE and rearing more cattle in the Highlands. 

The chairman of the Commission will be Lord 
alfour of Burleigh, and one of the nine members 
be be Mr A C. Chalmers, C.A. 


JOHN 
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Chartered Accountants’ Golfin Society 


The autumn meeting was held at Aldeburgh Golf 
Club on September 2gth and 30th. The perfect 
weather and the hospitality of the club combined to 
make the meeting a most enjoyabie one for the 
twenty-eight members who attended. 

The Medal Round on the Saturday morning was 
won by C. S. Forsyth who, playing from a handicap 
of 14 returned a gross score of 80 (net 66), which also 
won the scratch prize. The runner-up was J. B. P. 
Williamson whose net score of 73 also secured for 
him the Turquand-Young Challenge Cup for 1951; 
this being the second round of the competition for 
this trophy. The first round was played at Woking 
on June 8th last when Mr Williamson returned a 
net score of 75. 

The leading results of the competitions played 
during the week-end were as follows: 

MEDAL COMPETITION 
80-—14:=66 (wins "st prize and 
scratch prize) 


L CG 5. Forsyth 


a. J. B. P. “Williamson 88—-15==73 (wins 2nd prize) 
3. F. Green 86—1: =75 

R. A. Daniel 88—-10=78 
4° D. L. Thomas 92-—14 = 78 

P. B. Lake 88— 9=79 
6.< ! J. C. Sheldrake 82— 3=79 
"| A. L. Bersey 94—15 =99 

C. C. Living . 97—18 =79 
10. H. G. J. Foulger oes Bo 

GREENSOME Bocey (STABLEFORD) 

1. PB Lake and J. C. Sheldrake 39 points 
2. H., G. J. Foulger and C. S. Forsyth 3i oy 
3. R.A. Daniel and F. Green 30 y» 

T. W. A. R. Auker and E. E. W. Muliett Ge is 
4-4 L. R. Elcombe and L. E. Parsons 29 yy 

Two-BaLL FOURSOME Doc (STABLEFORD). 

1. J. D. Green and L. V. Mills 34.2/16ths 
2. C. C. Living and D. L. Thomas 33 
3> P. B. Lake and J. C. Sheldrake 32.4/16ths 
4. C. S. Forsyth and J. C. Powell 31.4/16ths 
5. J.H. L. Davies and S. W. Penwill 30.7/16ths 

FOUR-BALL MEDAL (STABLEFORD) OVER NINE HOLES 
x. L. E. Parsons and R. A. Daniel 35 net 
2. F. Green and P. B. Lake 26 p 

J. C. Sheldrake and S. W. Penwill ao yf 

J. Clayton and L. R. Elcombe oy meee 
EN J. B. P. Williamson and L. V. Mills 37 ,, 

ee L. Bersey and J. D. Green St oy 


The Association of Foreign Certified 
Public Accountarts in Japan 
We are indebted to Mr H. V. G. Upton, A.C.A., 
c.P.A, (Japan), of Yokohama, for advising us of the 
formation on September ist, 1951, of “The Associa- 
tion of Foreign Certified Public Accountants in 
Japan’, of which he has been appointed to the com- 


. bined post of chairman and sabe 






Telephone: Victoria 2602 (3 lines) 
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The Belfast Society of Chartered Accountants 


The opening meeting of the winter session of the 
Students’ Group was held last night at the Lombard 
Café, Lombard Street, Belfast, and was presided 
over by Mr James Walker, F.C.A., chairman of the 
Society. 

After tea, provided by the chairman, Mr A Lovesy, 
A.C.A., gave an address on ‘Income-tax in Eire and 
Northern Ireland’, which was followed by a dis- 
cussion. 

The committee of the group is at present arrang- 
ing the programme of meetings for the 1951-52 
cession, and details will be announced later. 


Gor COMPETITION 


About thirty members of the Belfast Society of 
Chartered Accountants played in the annual golf 
competition fo” the Society’s cup at Castlerock Golf 
Club on September 29th last. Mr Hugh Stevenson 
and Mr E T. McNeill drew with thirty-four points 
each (under the Stableford system), Mr Stevenson 
being declared winner of the cup, for the third time, 
on ihe best score in the second nine holes. Prizes for 
the winner and runner-up were presented by Mr 
R. E. McClure and Mr W. M. Geddes. 


Institute of Internal Auditors, Inc., 
New York 


LONDON CHAPTER 


The following programme has been arranged for the 
1951-52 season. Each meeting will be preceded by 
either lunch or dinner and after a brief introduction 
of the subject by the speakers, will be followed by a 
general round-the-table discussion: 


Nov. 7th: ‘Accounting for inflation: theory and 
practice’, Mr R. A. Reid, c.a. (Manager, Internal Audit 
Dept., the Philips Group of Companies); Dec: 5th: 
‘Internal auditing in practice: the scope of my jeb’, 
Messrs R. C. Bedford, A.C.A. (Chief Accountant, 
National Cash Register Co Ltd); F. G. Hobson, A.C.A. 
{Internal Audit Manager, Harrods Ltd), W. J. Smith, 
C.A. (Chief Internal Auditor, British Overseas Airways 
Corporation), Jan. 2nd: ‘The cost of making a littie 
more: how to measure it’, Mr D. Solomon, B.COM., 
C.A. (Lecturer in Accounting, London School of Econo- 
mics); Feb. 6th: “Techniques of organization and 
methods work’, Mr J. Mills, a.c.1.s., M.LILA. (Assistant 
Comptroller, F. Lyons & Co Ltd); Mar. sth: ‘Internal 
audit programme for stock control’, Messrs J. O. 
Davies, F.C.A., A.c.W.A. (Chief Internal Auditor, National 
Coal Board); G. E. Hindshaw (Juternal Auditor, Good- 
year Tyre & Rubber Co (Gt. Britain) Ltd); April. and: 
‘Operating reports for management’, Mr F, A. Callaby, 
¥.C.W.A. (General Divisional Accountant, The Westing- 
house Brake & Signal Co Ltd); May'7th: ‘Some econo- 
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“some person ‘described as an accountant’, 
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mic problems of the day’, Mr C. L. Paine, B, OF 
(Economic Adviser, Courtaulds Lid); June 4th: a" 
general meeting. of, 
All meetings will be held at the Kingsley Hre- 
Bloomsbury Way, London, WCr. for 


Seventy-five Years Ago and 
From Whe Accountant or OCTOBER 14TH, 18'S.. 


Concluding paragraph of a note which begins wit-+ it! 
observation on l 
The Versatile Man : 
From an advertisement in the Daily Telegrap’. 
gather that one of these gifted individuals has , 
smitten with a desire to dispose of his services ` `. 
the view to the pecuniary benefit of himself and, DH 
who may be happy enough to become associated ~ to” 
him. A ‘partnership or otherwise’ is required, anc for, 
advertiser’ proceeds to describe himself as ‘a ger, 
man with small capital’ who ‘desires to enter a | S 
fide concern where his time would be fully oeeucl °* 
Not frightened of hard work.’ From the state o! ind 
gentleman’s grammar we should have expected the 
to offer himself as schoolmaster; but he is cos. the 
with inviting applications frora ‘draper, grod.. 
publican, or accountant and financier’, the | 
being most invidiously ‘preferred’. Preposterou: 
the whole affair is, it is not altogether impossible t. ad 
may uc 
wanting an individual like the advertiser who would 
vary his figuring or financial exploits by ‘mindir X 
the shop’ or manipulating the yard-stick. And, w- 
may add, those who advocate the-use of the desig 
nation ‘public accountant’ derive sorne support for 
their views from the fact that the shady gentry, whe 
make periodical appearances at Bow Street, neve 
‘describe’ themselves by that title; nor do adver y 
tisers with more capital than wit ever announce thei , 
intention of becuming cither a public accountant o > 
a ‘draper, grocer, or Ge 


+ 


ire 


an 


TAXATION REPORTS: 


IMPORTANT SERVICE TO PRACTITIONER... 
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THE PRESIDENT OF THE 
INSTITUTE AT TORQUAY 


HE part played by taxation in the country’s present 

economic and financial difficulties was a feature of the 

address which Mr C. W. Boyce, C.B.E., F.c.a., President 
of The Institute of Chartered Accountants, delivered at the 
autumnal meeting held in Torquay last week, when the Bristol and 
West of England District Society acted as hosts. The effects of 
high taxation, the PRESIDENT -said, were now so seyere that 
naturally no enterprising business could be expanded out of 
retained profits; if banking facilities to undertakings of undoubted 
stability were curtailed, the only effect could be 2 reduction in 
trade and a consequential loss to the country. This subject was 
dealt with at length in a paper read later by Mr E. G. Turner, 
M.C., F.C.A. Two other papers were given: by Mr T. A. HAMILTON 
BAYNES, M.A., F.C.A., and by Mr W. G. CAMPBELL, B.A., F.C.A., on 
the valuation of holdings ia private companies. Mr HAMILTON 
Baynes dealt with the matter from the estate duty angle while 
Mr W. G. CAMPBELL considered the more general aspect. 
The first part of the latter paper is reproduced elsewhere in 
this issue. 

The PRESIDENT expressed concern at the onerous nature of 
Section 32 of the Finance Act, 1951, which gives the Inland 
Revenue the same powers to make directions in the case of profits 
tax ‘avoidance’ transactions as it had in relation to excess profits 
tax. He referred also in critical terms to Section 36 of the same 
Act which gives further wide powers to the Inland Revenue in 
relation to changes of residence’ and cognate matters. The 
PRESIDENT observed that the rnatters dealt with by the section 
were more appropriate to Exchange Control legislation than to 
taxation. The section would diminish materially any hope of 
industrial development being financed by capital provided by 
residents outside the United Kingdom. Heavy taxation in general 
was driving industrialists to thoughts of emigration and of the 
establishment of new businesses carried on and controlled abroad. 

Referring to the Royal Commission on the Taxation of Profits 
and Income, the PRESIDENT said that the Council of the Institute, 
with the valuable assistance of the Taxation and Research Com- 
mittee, had already submitted a memorandum under the heads 
relating to general, social and economic questions and a further 
memorandum on particular matters relating to the taxation of profits 
and income, was being prepared. These documents will remain 
confidential until made public at the Commission’s hearing of 
oral evidence. 

The PRESIDENT dealt incisively with the subject of the growing 
threat of inflation, remarking that some of the remedies applied 
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to curb inflationary tendencies wee the direct 
concern of accountants. Certainly, constant in- 
creases in wages and salaries could not ensure 
the maintenance of living standards and social 
services, for these increases must add to the 
cost of the necessities of life. Real wages could 
be increased only by increasing the rate of actual 
production and this called for new machinery, 
more alert and enterprising management, the 
abandonment of restrictive practices by employers 
and employed, and a willingness to work longer. 

The CHANCELLOR had expressed the hope, the 
PRESIDENT said, that the announcement of dividend 
limitation and cf other measures proposed, would 
have a restraining infiuence on wage dersands, 
simply by their psychological efect. However, the 
newspapers showed almost every week that this 
effect had not been achieved. Dividend limitation 
would operate ‘most unfairly; shareholders of 
companies which, in compliance with Govern- 
ment exhortations, had voluntarily refrained 
from even modest increases in dividends, would 
now be penalized for the patriotic action of their 
directors, Limiting dividends to 5 per cent in the 
case of companies, such as rubber companies, 
which had been prevented for a long time from 
carrying on business and which were just now 
resuming dividends, would be most unjust. He 
hoped that special treatment would in any event 
be accorded to such cases. Again, the 7 per cent 
limit for new companies could only dry up the 
supply of risk capital and divert promising new 
enterprises to companies oversea. The PRESIDENT 
„hoped that the dividend limitation proposals 
would never reach’ the stage of a formal Bill. 
Readers will hope that his words on these matters 
of taxation and economic controls will receive 
proper attention in the appropriate quarters and 
that his warnings will be heeded. 

Dealing with” more’ domestic matters, the 
PRESIDENT stated that the membership of the 
Institute, which in 1926 was only some 7,000 
when it was last entertained by the Bristol and 
West of England Society at an autumnal meeting, 
had now passed the ï6,000 mark. 

The Presiwenr had something to say about 
education for the profession, particularly for 
those who aspired to membership of the Institute. 
He said the Council of the Institute had viewed 
with grave concern many of the recommendations 
of the CARR-SAUNDERS Committee on Education 
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for Commerce. As a result of the Minister": 
EDUCATION’S intention to implement some. 4 
these recornmendations, the Council had p 
pared a report on ‘Education and Training . ` 
Membership’ which was issued in March 1957,” 
was available in booklet form free to all memb ©, 
The report was a comprehensive document , 
covered the whole field of education and train 
for articled clerks and showed why the Cov 
found the Carr-SauNDERS recommenda! ` 
wholly inappropriate for persons, wishing.’ 8 
become members of the Institute. ‘The Cow. 
reinforced this report by sending a delegation 
senior officials of the Ministry of Education»; À 
the purpose of removing some misunderstandu s 
which appeared to exist regarding the position” ; 
the Institute, the proposed county colleges, Bs 
the CARR-SAUNDERS report. As a result of |, 
meeting it was clearly understood that KE 
Ministry, after reviewing the Institute’s meth “y 
oF training articled clerks, had no intention ` ` 
interfering in any way with the profession ai + 
further, would not consider any move which 
might affect the Institute without full prior 
discussion with it. 

The PRESIDENT spoke of the important role 
played by students’ societies and referred with 
approval to the booklet ‘The Place of the Students’ 
Society in the Education of Articled Clerks’, which 
was issued by the Council last August for the use o! 
committees of district and students’ societies. Hq 
added that the ‘distant’ student, who had dificult: 
in reaching meetings of his particular society, hac 
benefited through the residential courses noy 
being run by several district societies. 5 

This led the Prestvent to the low percentagt 
of passes at the Intermediate and Final examina, 
tions since the Second World War. Denying th 
suggestion made in some parts of the Press thf, 
more stringent marking was being employed, @& 
said the phenomenon was purely an aftermath d 
the war and was by no means confined to OH 
Institute. Concessions to ex-Service candidates| 
resulting in less time spent on practical work, and 
in particular in exemptions from the Intermediatg 
examination, seemed to be of doubtful value iy 
the light of experience. In future, exemptiog 
from the Intermediate would not be given. § 










Sie during the meeting appear on other 
of this issue. 


pe A QUESTION 


KA ING, according to Bacon, maketh 
W an exact man. An accountant is an 
exact man. Therefore, an accountant is 
practised in the art of writing. The accountant, 
heing something also of a logician, will immedi- 
recognize the fiaw in this syllogism. 
g ibers of the profession acquire their precise- 
F- vecause of their training and experience with 
figures rather than through their acquaintance 
with letters. Indeed, the task of expressing crisp, 
mathematical conclusions in adequate prose is 
perhaps as difficult a part of the accountant’s work 
as any, for it is essential that his findings should 
lose none of their clarity in the course of transit 
from the one medium to the other. The account- 
ancy profession, being much younger than the 
English language, has not contributed many dis- 
ainctive words to the common vocabulary or even 
given specialized meanings to existing ones, in 
the way that the older professions of medicine and 
law have done. Accordingly, the accountant in 
reporting has to rely on the language of common 
usage. The effort is exacting but it is also reward- 
ing for not only is he addressing his clients, who 
are mostly laymen, in- words that they readily 
understand, but he is demonstrating, by not having 
to resort to professional jargon, the richness and 
variety of the King’s English. 
_ This heritage of language has had many 
champions against would-be assassins, and pro- 
minent in the lists in recent years has been Sir 
Ernest Gowers. In 1949, at the invitation of the 
Treasury, he wrote Plain Words, a manual in- 
tended to help in improving official English. This 
he has followed up, again at the request of the 
Treasury, with an ABC of Plain Words.t The 
book is made up of short articles, arranged alpha- 
‘etically, on subjects about which civil servants, 
either at a loss for words or with too many at their 
commar.d, may need guidance. The author’s four 
themes are vocabulary, grammar, mechanics and 
style and he endeavours to answer the following 
‘questions: Am I using a word or phrase in the 
proper sense? Is my grammar right? Is what I 
“have written properly constructed and punctuated 
and spelt? Is what I have written as clear and as 
simple as it can be made? The result is a scholarly 
collection of the precepts to observe accompanied 
1 H.M.5.0. 35. 
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OF CLARITY 


by many amusing examples of the pitfalls to 
avoid. 

While Sir Ernest has many sound observations 
to make on points of grammar, construction and 
punctuation, iť is his more individual comments 
on vocabulary and style which will best please 
the difficult reader who likes to be entertained 
as he is being instructed. On words which have 
become popular because of the peculiar times in 
which we live, Sir ERNEST gives some excellent 
cautionary advice. He approves of ‘bottleneck’, 
for example, as a useful and picturesque metaphor 
but points out that it is necessary to remember 
that the most troublesome bottleneck is not the 
biggest but the smallest. Another bright young 
metaphor is ‘ceiling’ which should suggest a 
vertical maximum but is uséd indiscriminately 
to denote length, breadth and even depth, as in 

“The effect of this announcement is that the total 

` figure for rgg0-51 of £410 million can be regarded 

as a floor as well as a ceiling.’ 

Even more abused is the word ‘targev’. It is 
difficult to appreciate instantaneously that a meta- 
phorical target, when doubled, wili be twice as 
hard to hit and not, as cne might have thought, 
twice as easy. And should one sympathize with, 
or condemn, the sub-editor who gave a report 
on a warning by the Prime Minister that a dock 
strike was ‘imperilling the possibility of obtaining 
our six months’ export target’, the headline 
‘Attlee says Export Target Hit’? 

On the question of style, Dr ERNEST favours 
the simple and direct approach, so long as the 
meaning is adequately conveyed, on the principle 
that a good little word is better than a good big 
"un, He attacks jargon, woolliness, padding and 
pomposity, everything in fact which tends to 
obscure the message from the writer to the reader. 
In spirit, he is not far removed from SIR ARTHUR 
QuiILLeR-Coucu who, many years ago, in a series 
of Cambridge lectures recommended as the four 
essentials to good writing — appropriateness, ac- 
curacy, perspicuity and persuasion. The last of 
these —a composite quality the chief ingredient 
of which is charm — is seldom apparent in official 
English. But it is latent in almost every form of 
writing and may bloom in unexpected places, 
even in the middle of an arid correspondence 
with the Inland Revenue. 
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ETING IN WONDERLAND 


October 20th, 1951 


by ANGUS MACBEATH, C.A., A.C.W.A. 


The annual general meeting of ‘Wonderland Ltd’, described in our issue of July 21st 

last, urder the heading ‘Balance Sheets in Wonderland’, was adjourned after the 

consideration of the balance sheet and before the accounts had been adopted. 
The meeting is now concluded. 


The Editor informs readers that the characters in the following article are purely imaginary and that i 
no reference is intended to any living person or to any particular place. i 


my arm shook me into sudden awakeness 

and the book which I had been reading fell 
with a tbud to the floor. It was a volume on the 
profits tax and the noise it made startled me 
almost as much as would an increase in the rate 
of the tax to 100 per cent. 

Alice was standing beside my chair, an impish 
smile on her face. I waited for her to explain the 
smile. 

‘It’s come’, she said. 

And off went my mind rambling through all 
the possibilities which that cryptic remark con- 
jured up. 

‘Oh, yes? I managed to reply. 


i MUST have been dozing when a squeeze at 


Adjourned Annual General, Meeting 
‘The adjourned meeting is to be held today and 
there is a special i im vitation for you from the Jack 
of Hearts.’ 

I was now fully awake. ‘Oh no’, I said, ‘not 
that! Once was quite enough.’ 

“Oh, do come, Uncle Mac. There’s sure to be 
coffee arid cakes again.’ Evidently she was well 
aware of the professional weakness for elevenses 
and I could see that willy-nilly I should be cajoled 
into attending that adjourned meeting. 

“Very well then, but remember, if it is ad- 
journed again this is definitely the last time for me.’ 

Alice merely nodded and started pulling me 

towards the door. - 

It was all so familiar — the Cheshire Cat bowing 
his welcome, the trees, the lawn, the table, the 
castle, the members and their friends. 

When the Red Queen was seated she turned to 
the Jack of Hearts. ‘Where did we break off? 
Will you. continue, please?” 

The Jack rose, bowed to the Queen, anc. con- 
tinued. ‘We had just concluded our review of 
the balance sheet and I had explained the points 
of difference between the copies held by each 
member. 


The Consolidated Balance Sheet 


‘Now we come to the consolidated balance sheet. 
My balance sheet covers all the group, all the 


accounts are made up to the same date, and I_, 
have a difference on exchange carried forward 
which is due to fluctuations in the rate of ex- 
change between our currency and the one used 
by Looking-glass Land.’ 

Then he started going round the table, address- 
ing each member individually, as he had done 
before. 

‘In your balance sheet there is a suspense 
account arising from date differences. For taxa- 
tion reasons your accountant did not consider it y 
wise to change the financial year of some of the ° 
subsidiaries to coincide with that. of the company.’ 

‘You have an asset for “subsidiaries not con- 
solidated. . . .”’ The accountant here made ve- | 
hement protest that it was misleading to include 
the Bridge Club Company accounts with those 
of the other companies in the group and he also 
insisted on leaving out two more because he said 
their business could not reasonably be incor- | 
porated with that of the holding company. 

‘You, sir’ —he faltered a bit as he said: this — 
‘have no consolidated balance sheet; instead, you_ 
have a copy of the accounts of each of the com- 3 
panies in the group for their last financial year.’ 

When I looked at the member being addressed 
by the Jack I realized why he had faltered. The 
member was the Sheep and he was looking 
simply bewildered amidst-a mass of accounts of 
all colours, types, and sizes, which he was turning 
over one by one. 

A bleat hovered on his trembling lip, but it 
was the Dormouse who made the only noise and" 
he was discovered turning his accounts upside. 
down and over and over and muttering as he had 
done at the previous meeting. 

‘Oh, sir’, said the Jack, sweeping into action, 
‘you have no separate consolidated balance sheet. 
The balance sheet of the holding company has 
been expanded to take in the assets and liabilities je 
of all the subsidiaries.’ 

This quietened the Dormouse but he now 
Icoked as bewildered as the Sheep. 

The Jack moved on: ‘In your accounts, sir, 
in place of a consolidated balance sheet, you have 
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a statement of the assets and liabilities of all ike 
subsidiary companies. ` 

~ ‘Now that, I think, covers the special points of 
divergence between the consolidated accounts.’ 


The Budget 
At this moment a Red Admiral butterfly flew 
into the centre of the table and alighted near a 
bottle of purple ink. 

There were murmurs of consternation round 
the table and I looked questioningly towards 
Alice. 

‘This is Budget Day’, she said, ‘and the Red 
Admiral has brought details of the proposals.’ 

The butterfly perched himself on the bottle of 
ink, dipped in his legs, then marked on a sheet of 
paper with his inky feet. As the marks pro- 
gressed over the paper the consternation grew: 
Alice kept me informed. 

‘Income-tax has gone up to 24d; tobacco tax 
increased 10 per cent (I saw the Caterpillar 
„quietly putting out his hookah); purchase tax on 
‘hats of 334 per cent (the Mad Hatter drew the 
sleeve of his coat carefully round his hat to even 
the sheen), and, oh dear! there is to be a luxury 
tax of 20 per cent on coffee and cakes! 

The Red Admiral stopped here; there was a 
hurried conversation between the Red Queen 
and the March Hare, then the Queen announced: 
‘If we have coffee and cakes now we shall just 
be in time to beat the Budget.’ 

As she said this the servants appeared out of 
.the ivory castle as before, But never have I seen 
coffee and cakes disappear with such amazing 
‘rapidity. No articled clerk finding his principal 
inconveniently coming into the same coffee house 
ever worked so quickly. I hoped the budget would 
not cause physical, as well as mental, indigestion. 

When the coffee cups had been cleared away 
the Red Queen wayed to the Jack who rose and 
proceeded. 


Profit and Loss Account 


‘We come now to the final account — to the profit 
and loss account. On-the credit side we have the 
trading profit for the year . . ? But the Dormouse 
was in trouble again. and was muttering quite 
plaintively ‘no side, no side’, as though he had 
just finished refereeing a miserable rugby match 
on a wet day. 
- “Your account is different, sir,’ said the Jack, 
‘it is all on one side: that is known as the vertical 
form.’ So the Dormouse stood on his head and 
that made him vertical too. 

_“That’s to show he understands’, 
pered to me. 


Alice whis- 
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I looked at de Dormouse with renewed inter- 
est and wondered if Alice’s theory was correct. 
There were so many different forms nowadays 
that shareholders must often have stood on their 
heads (metaphorically of course) when they tried 
to understand them all. 

The Jack was going on. “The diiferences in the 
trading profit are in the main due to the varia- 
tions in treatment of assets and liabilities with 
which we dealt when considering the balance 
sheets. 

‘Now in my accounts the amount for taxation is 


shown as a charge before arriving at the net profit - 


for the year and the charge is debited in the profit 
and loss account. In yours’, he looked at one 
of the members, ‘the taxation is treated as an 
appropriation; while in your account’, the poor 
Dormouse did not look so understanding as 
Alice had suggested, ‘the vertical form has 
allowed the accountant to take the very clever 
half-way step of showing net profit before taxa- 
tion and net profit after taxation. 

‘I feel, your Majesty, that we have now ex- 
amined the accounts in sufficient detail. We come 
accordingly to the question of the dividend for 
the year,’ 

Taxation Again 
A disturbance at the table revealed that an 
altercation had broken out between T'weedledum 
and TweedJedee. The little fat men were be- 
coming quite red in the face as they gesticuiated 
to each other. 

‘Its a charge’, thundered T'weedledum. 

‘Its an appropriation’, equally thundered 
Tweedledee. 

‘Oh dear, its this tax business again.’ Alice 
was quite agitated. “There’s sure to be a fight.’ 

And fight there had to be. 

When the two contestants were ready, Tweedle- 
dum looked ill-protected with a covering of 
copies of the Companies Act, 1948, which made 
flimsy comparison._>with__'Tereediedee’s solid 
phalanx of good, substantial, pre-war text-books. 

I looked around for the crow but there was no 
sign of it this time. 

The first lunge which Tweedledee made with 
his paper-knife was safely dealt with by Tweedle- 
dum’s ebony ruler, but-when Tweedledee lunged 
again ‘T'weedledum faeinted,* fell over, and had 
to be lifted up. 

The Red Queen then SE with the 
March Hare, and T'weedledee was declared victor 
on a technical knock-out. 

* Faeint: to appear ill, to mask a subtle thrust, as in the 


sentence ‘During our interview with the Inspector of Taxes. 
the client faeinted’. 
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Į noticed. that Alice was looking puzzled and 
when our eyes met she inquired, ‘What is a 
technical knock-out?” 

' ‘Oh, that is something of which we have 
numerous examples’, I replied. ‘For example, we 
have a Millard Tucker Committee Report, a 
Dividend Freeze, or a Special Contribution.’ 

But Alice either did not understand or could” 
see no fun in my remark because I received 
merely a glassy look. 

The meeting then resumed. 


Dividend 


‘A dividend for the year is the last point in the l 


accounts’, said the Jack; now looking annoyed 
by the interruptions he had had; ‘the directors 
recommend a dividend of 25 per cent S 

Here the noise broke out afresh and it appeared 
from the comments made that the directors had 
recommended a different dividend for each set 
of accounts and some accounts had no dividend 
at all, The Red Queen also was now looking 
annoyed. 

‘There is only one solution to this problem 
which I can see’, she said, ‘we must all do without 
a dividend this year. Next year’ ~ she addressed 
the Jack of Hearts — ‘you will arrange that all 
the accountants in Wonderland agree on one set 
of accounts as correct for us to adopt.’ 

The Jack looked really startled! “Your Majesty 
.. © he began, but the Red Queen waved her 
hand and he relapsed into his chair with a groan. 

The meeting concluded with formal business — 
all the accounts were adopted subject to no divi- 
dend being paid — the retiring directors were re- 
‘elected, Messrs Tick, Tock and Junior were 
continued in office as auditors and the meeting 





was closed with a vote of thanks to the Red: 


"Queen. 
, The Meeting Breaks Up 
The Red Queen departed in her carriage and, 
as the carriage rolled away the meeting broke 
up, and those who had attended jt gathered into 
small groups in each of which, if one could judge 
by the way arms were waving about, a heated 
discussion arose. Es 
-Eventually we came to a group where the Jack 
of Hearts stood crestfallén in the centre, alter- 
nately listening to comments by those upset by 
the’ ‘no dividend’ declaration and receiving 
sympathy from thers on the task which the Red 
Queen had placed upon him. 
. ‘How can I live without my hookah,’ wailed 
the Caterpillar, ‘and how can I pay more tobacco 
tax if I have no dividend? 
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To such unanswerable questions the Mad 
Hatter merely added his plaint: ‘My business will 
be ruined if I have to charge more than 10s 6¢ 
for my hats; no one will buy. And if my business 
fails, how am I to live without a dividend?’ 

The March Hare was, however, endeavouring 
to-console the Jack of Hearts. “Can you not find 
someone who is good at “cooking”? accounts to 
make up one set of accounts from them all next 
year?” 

The Jack shook his head sadly. ‘Such a pro- 
cedure is, of course, impossible, quite unpro- 
fessional, quite unprofessional. . . .’ 

Alice tugged my sleeve. ‘Could you not help 
the jack with his problem?’ 


The New Accounts 
T looked at the little imp in sudden panic. Was 
she going to involve me in more controversy, just 
when I was having a peaceful, quiet time? Un- 
fortunately the Jack had heard her, too, and was 
looking at me rather as a faithful spaniel would) 
look expectantly to his master for a reward. 

However, I had to make an effort to help the 
accountant in his troubles. 

‘There is one possible way, which occurs to 
me, in which you might be able to overcome your 
difficulty.’ 

ĮI paused. 

‘I should. be ever in your debt, sir.’ The Jack’s 
face cleared and he waited expectantly. 

‘I would suggést that you divide your accounts 
into sections equal in number-to the number of 
accountants, and give each accountant one sectios 
to prepare. When the sections are corapleted, you} 
can add them all together and so obtain the one 
set of accounts.’ . 

‘Bravo, Alice excitedly clapped her hands. 
“That’s the solution.’ 

But the Jack was not so enthusiastic. ‘Would 
they balance?’ His voice sounded suspicious. 

‘That is a difficulty, certainly, but you could 
put any differences to a suspense account and 
carry them forward.’ 

The Jack stood; slowly turning the idea over 
in his mind, a far-away look in his eye. 

I thought it would be wise to leave the matter. 
there, and turning to Alice suggested that it was 
time for us to be going. y 

On the way home I kept thinking of the look? 
on the Jack of Heart’s face and “nally said to 
Alice, ‘After all, I think I would like to come to 
next year’s meeting to see the set of accounts 
which the Jack manages to produce’. 
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THE VALUATION OF HOLDINGS 


IN.PRIVATE LIMITED COMPANIES FOR 


PURPOSES OTHER THAN PROBATE ~ I 


by W. G. CAMPBELL, B.A., F.C.A. 


INTRODUCTION 


PTAHE valuation of shares in private limited 
` § companies is one particular aspect of the more 
general subject of the valuation of unquoted 


shares. The distinctions between an unquoted public ` 


company, a private company, and an exempt private 
company, are legalistic only, depending entirely on 
’the composition of the register of shareholders, and 
in no way affecting the size or nature of the com- 
panies concerned. Boundaries so little marked that 
they can be crossed almost by accident can be 
ignored. A paper such as this, which must of necessity 
be limited as well as general in its scope, must 
endeavour to set out principles which can be applied 
to all unquoted shares, even though private companies 
including the very numerous’ exempt private com- 
panies, are ostensibly the class selected for our 
(discussion. i 
Valuations within this class fall naturally into‘ two 
divisions, in the first of which commercial principles 
are largely applied, and in the second of which 


principles laid down by statute or in case law are 


followed. A valuation for estate duty purposes is the 
most common example of the latter division, involv- 
ing the preparation of a share valuation followed 
usually by a defence, more or less protracted, of that 
valuation by an accountant in the role of advocate. In 
More general cases, the accountant is acting as an 
arbitrator (although not, except rarely, in the legal 
sense of that term), since, in most cases, he decides 
ion his own judgment as an expert without dispute or 
differences between the parties interested, and with- 
out hearing evidence or arguments on either side. 
He is, in fact, an umpire, whose decision will, nor- 
mally, be accepted as final. 

There must, for these reasons, be a psychological 
difference in his approach to each of the two cate- 
gories of valuation, and this difference is important 
enough to justify the division of a discussion of this 
nature, although it is obvious that the material 
principles to be applied should be common to both 


categories. The strategy is the same but the tactics 


will be different. A 
A share transfer which involves transfer of the 


control of a company is a special case. It is less a 


question of arriving at a valuation than of reaching 
agreement on a price for the shares between two 
patties who will usually have separate advisers to 
Fach of whom the. attitude of advocate is more 
appropriate than that of an appraiser. 

It is convenient that consideration of the principles 


relating to the valuation of private companies’ shares 
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for general purposes other than probate should pre- 
cede the separate paper devoted to probate valuations. 

Accountancy being a mixture of art and science 
there are certain activities in our profession where 
science, more or less exact, predominates, and others 
in which the application of art is essential for the 
satisfaction of the accountant, if not invariably of the 
client. The valuation of shares in private companies 


is, without doubt, one of the latter activities. Cases 


are rare where inflexible application of rules will give 
a satisfactory result, nor can rules, however generally 
adopted, assure a fair standard of value applicable to 
individual circumstances. A fair valuation is nearly 


‘always relative and is always elusive. 


That a completely satisfactory valuation is so hard 
to attain is natural if the background of the private 
company is considered. It is almost traditional in such 
companies for accounting to be conservative, which, 
in this context, means cautious, usually excessively: 
so. Whatever may have been the case in the past, 
accounts of companies today are presented with the 
intention of approaching accuracy ‘as closely as is 
practicable. Many accountants and some economists 
agree with this as a general statement and we need 
not linger now to enter the perennial, and intermin- 
able, argument with many economists and some 
accountants, who would dispute the use of the word 
‘accuracy’ in this connexion. 

There is, however, a tendency for some private 
companies, if they have led a successful existence for 
a considerable time, to prepare accounts which, again 
as a general rule, may be impeccable from the statutory 
and accountancy points of view but are not entirely 
realistic in all the details of the picture presented. 

In addition, the personal element may bulk so 
largely in a, valuation of a private company’s shares 
that it is very difficult for an accountant, not fully 
conversant with the company’s affairs, to make a fair 
valuation of the shares. The usual practice whereby 
the auditor is authorized, in the articles or by special 
appointment, to make valuations, does materially’ 
assist the appraisal of the value. He will, if his associ-. 
ation with the company. is of sufficient duration, be 
able to give due weight to the personal elements of 
his problem while an independent valuer must run 
the risk of erroneous judgments due to his un- 
avoidably superficial knowledge of the circumstances. 

In the background of all public company share 
transactions must be the general conditions prevailing 
at the time in share markets. This background éxists 
no less in the valuation of private companies’ shares 
and of other unquoted shares, but its relative im- 


‘portance to the problem must not be carried too far. 


It is apparent that, after allowing for many extraneous 
conditions, international, political or sometimes 
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merely fashionable, which may affect the markets for 
quoted shares, the investor in an established company 
first looks for earnings sufficient to satisfy his desire 
for a yield on capital invested commensurate with the 
risk involved; he gives less consideration to the asset 
values when he is convinced that the earnings-cover 
for this invested capital is reasonable. 

Share market quotations, which, it must be 
remembered, are ‘prices’ not ‘valuations’ appear to 
follow the generally accepted principle that the worth 
of the assets of a company is determined by what 
these assets are earning or are likely to earn for the 
shareholders. 

The merits of this simplification are not always 
apparent to shareholders in a private company, who 
are not usually so remote from ownership as in a 
public company. They may have their own views as 
to the intrinsic value of the assets, irrespective of 
whether these assets are employed to the best 
advantage or not. 


GENERAL PRINCIPLES 


The basic principle in share valuations of all kinds 
may be stated as the determination of a fair price for 
the shares as between a willing buyer and a willing 
seller, the business being regarded as a going concern, 
The expression ‘going concern’ does not merely imply 
continued existence, it implies also the continuance 
of a healthy existence. It implies that the company is 
in possession of such resources, and is being managed 
in such a way, that it earns a commercial reward for 
the capital invested, that reward including compen- 
sation for the general risks of the trade and the 
specific risks of the company, as well as adequate 
remuneration for all persons who are employed in 
the business; if the company’s earnings are insufficient 
to maintain such commercial reward, it cannot be 
regarded as ‘a going concern’. 

Valuation of the shares of private companies 
becomes necessary, apart from estate duty assess- 
ment, in various circumstances which fall into two 
categories, of which the following are examples: 

(a) In circumstances which do not affect control of 

the company: 

{1) Shares involved in schemes for reconstruction 
of a company or for readjustment of ‘rights’ 
between different classes of shareholders. 

(2) Shares of members dissenting from recon- 
struction schemes. 

(3) Shares compulsorily transferred under the 
articles (where no value has been arbitrarily 
fixed) such as the qualification shares of a 
retiring director or, on occasion, shares of a 
deceased shareholder. 

(4) Shares transferred for a nominal consideration 
in which case the valuation is required for the 
assessment of stamp duty on the transfer. 

(5) Shares in a company. in a state of suspended 
activity or actually moribund. 

(6) In circumstances which affect control of the 

company: 

(6) Shares giving immediate control, with or 
without an option to acquire further minority 
shares in the future. 
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(7) Shares not giving immediate control but 
transferred with an option to acquire further 
„shares which will give control in the future 
or shares purchased under such options. 
(8) Shares compulsorily acquired under Statute 
by a department of State or a public authority. 

It is not practicable in a short paper to deal with 
the varying circumstances applicable to each case; 
further comments will be made later on some of the 
special matters involved. 

The capital of a private company may comprise’ 
more than one class of share, entailing modifications , 
in methods of valuation for particular classes. The 
general principles and the background of the company 
remain the same for all shares and many of the con- 
siderations which follow will be applicable to the ` 
different classes. It will be convenient to consider the 
case of equity shares first at some length, leaving 
particular aspects relating to other classes to be 
separately dealt with later in the discussion. 


VALUATION OF EQUITY SHARES 


The approach to a valuation of shares in a private 
company is much the same as that which would be 
adopted in the preparation of a prospectus, that is to. 
say, careful attention must be given to the past% 
history and present background of the company and 
statistical details must be prepared in respect of the 
asset position at the relevant date together with a 
review of the trading results over a period of years. 
The length of the period will be chosen so as to give’ 
a representative survey over the years immediately 
preceding the date of valuation. In modern unsettled 
conditions too long a period may easily be misleading 
by going back to years in which conditions existed 
which were radically different from these ruling 
today. The concept of a natural trade cycle, regular 
for a specific type of business, is no longer of practical 
assistance, so that, while a good profit record over: 
many years is a satisfactory proof of the stability of 
a business, the valuer should concentrate on the more 
recent period, being basically concerned with the 
present. 

In the first instance, the valuer must carry out an 
examination of the memorandum and articles, which 
should not be confined only to sections devoted to, 
share capital and the rights of shareholders. In private 
companies the rights of directors are quite likely to 
be equally if not more important. 

He will then proceed to an examination of the 
assets position as disclosed by the last accounts of 
the company, and a summary of trading results for the 
determined period. The asset position may be dealt 
with first, not because it is more important, but 
because it may provide some of the evidence required 
to indicate the adjustments necessary to the summary : 
of trading results, besides affording an immediate 
indication of certain necessary aspects of the com- 
pany’s affairs. 





Assets Statement 
The assets statement will be based on the most recent 
audited balance sheet (with any notes or qualifica- 
tions) and may now be considered in some detail. 
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Investments in subsidiaries 

While it is not usual to find subsidiary holdings in 
private companies, such cases do occur. A preliminary 
‘step to valuation is a consolidation, in the usual 
«manner, of the group concerned, omitting members 
of the group which are not operating. The con- 
solidated balance sheet, with consolidated profit and 
loss accounts for the requisite period, will then form 
the basis of the valuation. Shares in subsidiaries 
aexcluded from consolidation will be considered as 
investments not employed in the business. 


Current liabilities and provisions 
The balance sheet figures may be accepted without 
“alteration in the absence of unusual circumstances, 
but a scrutiny of the ‘provisions’ may be advisable. 
It is very evident that Sir Russell Kettle’s warning at 
the autumnal meeting in 1947 was justified, since the 
definition in the Companies Act, 1948, of the word 
‘provision’ has created difficulty in using that word 
in its more widely accepted sense. Even in the 
accounts of public companies the use of the word 
with a non-statutory meaning is frequently found. 
Arising out of this comment it may be noted that 
.the reserve for future taxation, or provision for 
‘current taxation, or both, may call for revision and 
adjustment so that only the actual liability at the 
balance sheet date is included. 


Fixed assets (tangible) 

It is preferable to have land and buildings, whether 
freehold or leasehold, separately valued where this 
asset is relatively important, or where the number of 
shares involved is large: usually, unless control is 
passing with the shares, the cost of valuation of the 
asset renders such a step unjustifiable. The balance 
sheet amount should be taken in the ahsence of a 
separate valuation unless there is evidence of abnor- 
ymality in the methods of depreciation adopted by 
“the company. 

If the circumstances are such as to require it, in the 
interests of fairness, an adjustment (which must be 
arbitrary in its nature) based on the date of acqui- 
sition, original cost and adequacy of maintenance 
compared with present-day values, if these can be 
ascertained, should be made at the time of the share 
valuation. 

Much the same procedure will apply to items such 
as plant and machinery, furniture, and similar fixed 
assets; in the absence of a separate valuation, the 
depreciation rates employed during the period of 
review must be looked upon as the evidence most 
indicative of the closeness of the approximation of 
the net book amount to a reasonable value. It is usual 
for private companies to depreciate fixed assets very 
heavily and close scrutiny of this charge, over as long 
\a term of years as is practical, is invariably necessary. 
| Investments 
‘Shares and securities which are quoted will be valued 
at the middle price if held for permanent investment, 
or at lower price if included with the current assets. 
Unquoted stocks or shares, when the amount involved 
is material, must be the subject of a secondary valua- 
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tion by methods similar to those used for the main 
valuation. In cases where the number of shares con- 
cerned is not important, such evidence as is available 
in the last balance sheet and accounts of the company 
or business concerned may be accepted. 

If the theory that value is determined by earning 
capacity is adopted, a distinction must be made 
between assets which earn by trading or manufactur- 
ing activity and those which are expected to produce 
income independently of such activity. If material 
therefore, any assets of a private company which 
belong to the latter class would be segregated from 
the other tangible assets. Such assets will include 
investments or loans (other than those of a temporary 
nature) and amounts expended with the intention of 
creating a future advantage or asset. Segregation is 
not. called for unless the assets are material and are 
separable from the working capital of the business. 


Current assets 

As a general rule the balance sheet values may be 
accepted without extensive investigation; stock-in- 
trade and work in progress will be examined in con- 
nexion with the trading records. As a result of this 
examination the person valuing the shares will be 
aware of the method of stocktaking and the con- 
sistency or otherwise in application which will deter- 
mine his opinion about this asset. An accountant 
other than the auditor must of necessity devote close 
attention to this matter; an auditor who is valuing the 
shares will have already done so. 

Difficulties, which may be awkward to deal with 
when material, may occur in a private company’s 
balance sheet in relation to loans to associated com- 
panies or loans to directors or persons employed, 
sometimes free of interest. If the loans are not tempo- 
rary they should be considered as investments. In 
any case diplomacy must be necessary in order to 
form an estimate of the provision, if any, required 
against possible loss; if the loan. is to an associated, 
company, an estimate of the extent of security must 
be made from its last balance sheet. The position as 
regards trade debtors can usually be ascertained 
without trouble. 


Intangible assets 

The question of goodwill is dealt with later, but, 
whatever the method of goodwill valuation adopted 
by the valuer, any item of goodwill shown on the 
balance sheet will be eliminated in marshalling the 
assets, together with items of patents, trade-marks, 
and so on, which are normally so analogous to good- 
will that their values may be considered to be 
included therein. 

There should also be eliminated any expenditure, 
appearing as an asset on the balance sheet, which has 
not brought into existence, at the date of the valua- 
tion, an advantage for the enduring benefit of the 
business. Such assets may have a value apart from 
the goodwill, but it is more prudent -to include them 
in a ‘goodwill’ composite item. If there is expenditure 
on a potential asset or advantage, the results of which 
are not yet available, the item may at this stage be 
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considered as an investment, at cost or suitable 
valuation. 

When patents and similar rights have a value 
independent of the trading of the company, that is 
to say when they can be realized separately and, there- 
fore, are not entirely intangible, they ought not to 
be classed with those which are inseparable from the 
business as a going concern. In such cases, if material, 
an independent expert valuation may be necessary, 
and the amount will be included with the tangible 
assets. 

Marshalling the Assets 
After consideration of the balance sheet items on 
the lines suggested, it will be possible to marshal the 
assets into three groups. 

The first group will consist of the tangible assets 
directly employed in the business, which fall naturally 
into two classes: 

(a) Net fixed assets, after eliminating the values if 

investments not employed in the business 

permanently held under this heading, whether 
quoted or unquoted, and after deducting long- 
term liabilities. 

(b) Net current assets, after eliminating any per- 
manent investments included in current assets, 
and long-term loans, and after deducting actual 
liabilities. i 

The second group consists of investments not 
directly employed in the business whether regarded 
as fixed or current assets, the value of which must be 
included in the final value of the shares concerned 


but possession of which produces income which is 


independent of earnings of the company fromthe 
trading business on which it is engaged. 

An important factor in estimating the risk attach- 
ing to an investment in shares in a limited company, 
is the existence or otherwise of surplus funds, usually 
taken to mean assets which could be distributed to 
shareholders without detriment to the earnings of 
the company as a going concern. The extent of the 
value of the net current assets, which will be further 
augmented by assets of the second group, is of 
significance in this estimate. 

The third group consists of the intangible assets, 
the balance sheet values of which will be replaced by 
an amount computed by one or other of the methods 
of determining goodwill. 


Goodwill 


It is no longer possible to postpone a discussion on 
this item which is vital but difficult to deal with in all 
valuations of shares. The problem has been given 
great attention by English accountants during the 
last twenty-five years, the protagonists in the dis- 
cussion being Sir Arthur Cutforth, P. D. Leake, and 
H. E. Seed, who have concentrated on the com- 
mercial worth aspect. It is on this aspect that we may 
concentrate for our purpose, however interesting and 
important the judicial dicta on the intrinsic meaning 
and elusive nature of the concept of goodwill may be. 
P. D. Leake would receive agreement from most 
accountants to his concise statement: 
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‘Without the reasonable probability of the earning. 
of future super-profit no present value in the. torm 
of goodwill can exist.’ 

The idea of super-profits is of comparatively recent 2 
origin; they are defined by H. E. Seed as 

‘profits in excess cf those required to provide z an 

economic rate of remuneration for all labour and 

capital used in a business’. 

Formerly the valuation of goodwill was estimated 
from a formula based on a specific number of years’ 
purchase of past net profits, usually the average of a 
period of years, the number being arbitrarily chosen. 
This method was so generally accepted that tables - 
of the number of years’ purchase applicable to various 4 
classes of business were drawn up and were widely , 
used. It still lingers on in the minds of some share- 
holders of private companies (especially if the com- 
pany originally purchased goodwill on this basis), 
so that a valuer may have, in addition to the valuation. 
problem, the necessity of satisfying such persons that 
other methods of valuation of goodwill exist, and are 
no less fair as a means of determining a fair value. 

The more advanced idea of ‘super-profits’ basis for 
goodwill has been favourably received, although in 
its simplest form it entails an estimate, not always ja 
easy to make, of the probable duration of the super- 
profits and, consequently, the number of years’ 
purchase appropriate to a specific case. This duration 
factor is a result cf economic laws which tend to 
prevent super-profits from being permanent, and 
which ensure that the permanence diminishes as the 
super-profits increase. The relative probability of 
duration as between different types of business is 
largely a matter of opinion, and the number of years’ 
purchase may be so arbitrary that justification of a 
valuer’s decision, if challenged, is not always con- 
vincing. > 

To meet this objection to the basic theory certain 
methods have been suggested. Sir Arthur Cutforth 
put forward a sliding scale method which recognizes 
the economic law that the probable duration of 
super-profits is likely to diminish as the super- 
profits increase. Even established monopolies are- 
subject to the general law, in addition to dangers 
from laws other than economic, but, fortunately, 
few private companies operate monopoly businesses. 
The sliding scale method divides super-profits into 
stages with a diminishing number of years’ purchase 
applied to each successive upward stage. It allows for 
the economic law but the choice of periods must 
still be arbitrary. 

P. D. Leake was the chief advocate of a method 
which is in the nature of an annuity valuation. His 
thesis is: 

“The value of goodwill being nothing but the ` 
present value of super-profit expected to arise out 
of the business in future years, it is clear that as 
those profits arise in future years the value of the 
original goodwill which was purchased will be 
gradually worked off and will ultimately disappear. | 
It is true that valuable goodwill may then exist, but 
this will have arisen out of the good- work done in 

` the meantime. S ` E 
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An example may help to.show the various methods; 
df we-assume super-profits of £9,000, and-an expecta- 
‘tion. of 10 per cent return on capital invested: 

Goodwill 
ei Simple super-profits method; £ 
£9,000 at, say, 5 years’ purchase 

< (b) Sliding scale method: 

E - £3,000 at, say, 5 years’ purchase 15,000 
ne £3,000 at, say, 4 years’ purchase 12,000 
£3,009 at, say, 3 years’ purchase 9,000 


45,000 





de 36,000 
(c) Annuity method: 
` Present value of an annuity of 
£9,000 for 5 years: 
IO per cent interest ` 34,197 


“Tt will be noted that all these methods are based on 
an arbitrary determination of the probable duration 
of super-profits. 

Recent years have seen another approach, different 
‘both in reasoning and application from the previous 
‘concepts, to which Thomas Greenwood gave pub- 
licity nearly twenty years ago, and which H. E. Seed 
‘elaborated in 1937. The latter wrote: 

‘Since then the purchaser of goodwill must per- 
force be the purchaser of a business, it-is the price 
he is to pay for the business which primarily con- 

‘cerns him, rather than the price he is to pay for 


- goodwill as such. The matter, in which the pur- 


.. chaser is primarily interested is the rate of return, 
which the profits which he expects the business to 
earn (after providing for his own remuneration if 

__ he is to work i in the business) will yield on the price 

‘ he is paying.’ 

This approach to ‘the problem adopts Lord 
Macnaghten’ s description óf goodwill as ‘the very sap 
and life of the business without which the business 
would yield little or no fruit’, and refuses to consider 
a separate value for goodwill apart from the value of 
the whole tree. It obviates guesses, for that is what 
they are, as to the probable duration of super-profits. 


r Since, in the case of private companies, no satisfactory 
~ comparative standard for estimation of this duration 


is likely to be available, and the adoption of this 
approach leaves the determination of goodwill value 
to depend only on one fluctuating factor, namely, the 
yield on the purchase price which the earnings 
represent, it is a suitable method for private com- 
ponire share valuation. 

` Later, consideration will be given to the means of 
SE appropriate rates of earnings suitable to 
give effect to this method of treating goodwill as a 
general rather than as a particular item of the assets, 
the total value of which is. atrived at by what is 
usually known as capitalization of the earnings. 

If we adopt this general method, assuming that a 
:company earns trading profits of £20, ooo, and the 
expected rate of earnings is 10 per cent on the price 
paid, the total value of a company’s business assets 


would be £200,000. If the net tangible assets are 
‘ walued in excess of that amount, no goodwill exists, 
` aùd a negative goodwill may be said to be reducing 


their value to the extent of the excess: if the net 
tangible assets-.are less than £200,000, goodwill 
exists to the amount of the difference, giving corre- 
@pondingly increased value to these assets. 
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‘Refinements of the general method ‘exist, one of 
which differentiates between earnings from ‘tangible 


assets and earnings attributable to the goodwill, or 


intangible assets. It is based on the consideration that 
the higher the proportionate value of the tangible 


assets to the total value of the business, the higher 


should be that total value. 

As an example, a company may have net tangible 
assets of £100,000 with profits of £24,000. If a return 
of xo per cent is regarded as a reasonable one for the 
purchase price represented by the value of the tangible 
assets, the profits attributable to these assets will be 
£10,000. The remaining profits of £14,000 may be 
considered as derived from the intangible assets, in 
respect of which a return of 14 per cent on the 
purchase price might be regarded as appropriate. The 
intangible assets, that is, the goodwill, would thus be 
valued at £100,000 which, added ro the tangible 
assets, results in a total price of £200,000 for the 
whole business. 

The drawback to this method is that two appro- 
priate rates have to be estimated but it-certainly gives 
recognition to the fact that tangible assets can be sold 
separately and are reasonably permanent, neither of 
which advantages normally adheres to intangible assets. 

Another variation in method is applicable to cases 
where there exists a material difference between the 
amount arrived at on a capitalization of earnings and 
the value placed on the tangible assets. In such cases 
the difference can be, at least partly, reduced by 
taking the mean between the tangible assets value and 
the yield value. 

For a company with £100,000. capital i in £r shares, 
making £7,000 profits, if earnings of 14 per cent on 
capital invested are regarded as appropriate, a value 
of Los per share results on application of the earnings 
basis; this value is unrealistic if the balance sheet 


value of the net tangible assets is considered reason- 


able and approximates to the amount of nominal 
capital. 

_In such cases a share value of the mean between 
xos and 20s is perhaps, if still only an estimate, a 


closer approach to the ‘fair’ value, however that 
word is interpreted. 


Summary of Trading Results 


‘The survey of past results will be directed to obtain- 


ing evidence and data for a reasonable judgment to 


be made of the current maintainable profits earned 
be the company, adjustments being made, if neces- 
„sary, suitable to the actual circumstances prevailing 


at the date of the valuation. 

The general principles in preparing the profits 
statement will be those applicable to prospectuses, 
which are fairly well established in the profession. 


‘The period chosen for. the survey need not, usually, 
-be so long as for prospectuses and need not necessarily 


be unbroken, since 2 is often safer to leave out 
abnormal years affected by exceptional circumstances. 
A period of from three to five normal years is usual 
in modern conditions; in certain cases it may be 
essential to. go. further back, but whatever, period is 
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chosen, the last two or three years will certainly be 
the most useful in determining the level of current 
profits and in showing whether the company’s 
activities are growing or diminishing. 

Matters which will usually require consideration, 
for adjustment purposes, may now be commented on. 


Remuneration of management 

Difficulties are usually found in connexion with 
management charges in private companies’ accounts. 
These charges tend to bear little resemblance to what 
might be regarded as a notional market remuneration 
for the services rendered. The valuer cannot escape 
a difficult and invidious attempt to eliminate these 
charges, and substitute a more reasonable figure, if 
he is to arrive at a commercial profit for the purpose 
of his survey. 


Transactions not at arms length 

A similar necessity exists to scrutinize all dealings 
between the company and its associates, whether 
within the company or outside, which are not arms- 
length transactions, that is, when the consideration 
given or taken is not a true commercial consideration, 
for goods or services, in the circumstances. It is easy 
to eliminate an amount but always very difficult to 
replace with a more reasonable one, especially when 
related to past events. When material items of this 
kind occur very frequently in the survey of profits, 
it may be necessary to look less to the earnings 
aspect than to the intrinsic asset position for valua- 
tion purposes. 


Depreciation of fixed assets 

It is impossible here to discuss adequately the 
difficulties arising from the different policies which 
private, to say nothing of public companies adopt for 
depreciation. The policy tends to be based on custom 
or caution, usually both, and the resultant charge 
against income may be even less realistic than the 


management charge. It will be obvious in many cases. 


that excessive depreciation, from the point of view of 
provision for the expectation of life of an asset, has 
been charged, and in such cases, at least where the 
share valuation involves a material amount, an 
attempt to adjust the profits statement seems to be 
justified. There is still, however, the replacement 
aspect, which may reasonably be evaded in a paper 
such as this, at least until the battle is more generally 
joined, and this aspect is in the minds of some 
boards of directors, however little they would wel- 
come its appearance on their balance sheet at present. 
If the past and present policy has been to depreciate 
heavily, it is more difficult to justify adjustment of 
past profits unless the policy is to be changed. It 
may be suggested, therefore, that adjustments to 
depreciation should be sparingly made and only if 
the valuer is sufficiently sure of his ground to substi- 
tute a more realistic alternative, such as a wear and 
tear basis or straight-line depreciation. 

If the assets have been revalued the depreciation 
charge for the future will be altered and the estimate 
of maintainable earnings must be adjusted. 
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Stock-in-trade and work in progress 

The valuer will be guided by the principles which 
apply equally to all trading accounts, whether for 
balance sheet or prospectus purposes. During the 
period under review the methods of. valuing stock 
and work in progress must remain consistent; if they 
have been varied at any time, consequential adjust- 
ments will be made to carry the variation back to the 
beginning of the period. A valuer not previously 
acquainted with the company’s business will be 
obliged to make a close comparative survey of the 
trading or manufacturing accounts for the period in 
order to detect results which may point to material 
variations in stock-taking. 


Taxation 
For the purpose of preparing a profits statement it ` 
is permissible to eliminate direct taxation, both profits 
tax and income-tax; the distribution element of the 
former is so dependent on the appropriation of profits 
as to merit inclusion as an appropriation itself. The 
fact that the divisible profits of a trading company 
cannot properly be ascertained without first deduct- 
ing the basic profits tax arising in respect of an 
accounting period still remains, but it is more con- 
venient to ascertain the results before all taxation 
a means and basis for computing the current main- 
tainable profits. 


Repairs and maintenance 
The scrutiny of this item demanded by present 
conditions will depend on its relative importance and 
no definite rules can be given except that some kind 
of spread-over is inevitable in material cases during | 
a period, such as the last five years, in which a 
regular policy of maintenance could not be maintained. 
Not only in this instance but in general it is wiser 
to confine adjustments to items which manifestly 
distort the trend of profits. It is possible to regard. 
certain abnormalities as normal for any business, in - 
that their occurrence, or recurrence, is bound to 
happen sooner or later. The unusual should not, 
without consideration, be treated as abnormal. 


Income excluded 

The usual methods of adjustment will have dealt 
with non-recurring material items, but it is necessary 
to consider that portion, if any, of the company’s 
income which is derived from funds invested outside 
the business, since earnings are, generally, inter- 
preted as the results of the trading activities, apart 
from other sources of income, at least for the purpose 
of valuation based on their capitalization. Some 
companies combine trading operations with the 
holding of investments and it may be impracticable 
to draw distinction between the two activities, but 
for cases in which the investments are more or less ` 
permanent they represent employment of surplus. 
funds outside the business and their value, and te 
income derived from them, cannot be related to the 
trading of the business. Income from this source 
should, therefore, be deducted in the earnings state- 
ment, the value of the assets concerned having been 
already segregated. (To be concluded.) 
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THE INSTITUTE OF CHARTERED - 
- ACCOUNTANTS IN ENGLAND AND WALES 


TWENTIETH AUTUMNAL MEETING IN TORQUAY 
An Outstandingly Successful Occasion 


In glorious weather, the twentieth autumnal meeting 
of The Institute of Chartered Accountants in England 
and Wales took place in Torquay on Thursday, 

_ Friday and Saturday, October 11th, 12th and 13th, 
1951, at the invitation of the Bristol and West of 
Englard Society of Chartered Accountants, and was 
attend d by about 600 members and ladies. 

Thee is no doubt that this meeting upheld all 
the traditions of its predecessors for being a time of 
great professional value and of much social enjoyment 
to all those who attended. 

Most members arrived in Torquay on the Wednes- 
day af ernoon and evening; despite the possibility of 


military manoeuvres, which were then in progress, 
delaying those who came by road, no major delay 
from this cause was reported. 

Arrangements for registration on arrival worked 
smoothly; during the whole of the period of the 
meeting information was available from bureaux at 
the Palace Hotel, and at the Pavilion. 

The proceedings opened officially on the Thursday 
morning when members were welcomed in the 
Pavilion by Alderman E. G. Ely, J.P., Mayor of 
Torquay, who was introduced by Mr C. W. 
Boyce, C.B.E., F.c.A., President of the Institute, who 
presided. 


s - Address by the President of The Institute 


In the course of the presidential address, Mr Boyce 
said: ` f 

Sixty-five years ago — in 1886 — the first autumnal 
meetirg was held in Manchester under the presi- 
dency of the late Mr Frederick Whinney and since 
that time eighteen further meetings have been held 
at varying intervals of two to four years, with the 
exception of the periods of the two world wars. 

Anc now we are assembled for the twentieth 
autumnal meeting in the delightful town of Torquay 
at the invitation of the Bristol and West of England 

Society of Chartered Accountants. This is not the 
“first cecasion upon which the Bristol and West of 
Englaad Society has acted as host at an autumnal 
meeting, a previous meeting having been held at 
Brista. in 1926. 

Our best thanks are due to the President, Mr 
Stanley W. Cornwell, the Hon. Secretary, Mr 
Croxton Smith and the members of the Bristol and 
West >f England Society of Chartered Accountants 
for al the time and thought they have put into the 
atrangements to make our visit to Torquay ahappy one. 

Dificulties arising from a clashing of dates of our 
autumnal meetings with those of the political 
organ-zations have not been unknown in the past, 
but tae Bristol Committee have had an additional 
headache in having to run this meeting in the midst 
of a v-tal election campaign. 

,- Autumnal Meetings Since the War 

»Up tc the outbreak of the Second World War, it was 
customary for autumnal meetings to be held in one 
of the principal cities in the area of the district society 
acting as host, but since the termination of that war 
conditions have altered to such an extent that it is 


no longer possible to obtain suitable hotel and other 
accommodation in most of the big cities. And so the 
venue of these meetings has had to be changed to one 
of those pleasure resorts whose principal industry in 
the ‘off season’ is to cater for conferences and such- 
like gatherings. Perhaps we are only taking a leaf out 
ofjthe book of the trades unions and the political 
organizations who seem to have a flair for choosing 
the most attractive surroundings. The Bristol society 
is fortunate in having in its area a town like Torquay, 
so delightfully situated and with such a wealth of 
charming surroundings, and I am sure we shall all 
benefit in spirit and in health, and, I hope, increase 
our store of knowledge, from our visit here. 


Ladies Entertained at Social Functions 


From my experience of the difficulties encountered 
in staging the autumnal meeting at Harrogate two 
years ago, I came to realize that there were two very 
good reasons why it was no longer possible to hold 
meetings in most provincial industrial cities, bearing 
in mind that in these days the hotel accommodation 
is barely sufficient to meet the needs of commercial 
visitors and is quite inadequate to cope with a sudden 
influx of casual.visitors such as ourselves. The first 
reason is that following the admirable precedent set 
by the South Eastern society at Brighton, we now 
entertain. our ladies to all the social functions and I 
am sure none of us would wish, even if we were 
allowed, to revert to the selfish days of the past. The 
second reason is that we must not forget that whereas 
the membership of the Institute was approximately 
7,000 when we were entertained at Bristol in 1926, 
it had risen to 15,260 at January ist, rot, and is 
now over 16,000. i , 
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On this occasion the available accommodation has 
been taxed to the limit and it is a matter of regret 
both to our hosts and the Institute that applications 
from a number of our members who would have 
wished to be present have had to be declined. In fact, 
the board ‘house full’ went up several months ago. 

_ At this autumnal meeting over 300 members are 
present, representative of membership from all parts 
of the country and including four of our lady 
members to whom I would extend a special word 
of welcome. 

The Papers 

The same procedure as that adopted at Harrogate 
will be followed for the most part at the two confer- 
` ence sessions. The papers prepared by Mr,Hamilton 
Baynes and Mr W. G. Campbell on “The valuation 
of holdings in private limited companies’ and by 
Mr E. G. Turner on ‘The effects of taxation on 
industry and the individual’ have been circulated in 
advance and the authors will either read them or 
give a short résumé of them. It is hoped that as 
many members as possible, so far as time permits, 
will contribute to the discussions which follow. Two 
most interesting subjects have been chosen and we 
can look forward to interesting debates. Later in our 
proceedings we shall have an opportunity of extend- 
Ing our thanks to the authors of the papers for the 
time and thought they have put into their 
preparation. dë 

In his address at an autumnal meeting it is cus- 
tomary for the President to make brief references to 
matters of domestic interest to the Institute and 
express some personal views on current financial 
and economic problems. 1 


. THE COUNCIL OF THE INSTITUTE | 


The past year has been one of exceptional activity 
on the part of members of the Council but even the 
synopsis of the Council’s work on behalf of the 
Institute which appeared in the annual report and in 
the voluminous appendices which followed it, can 
give no real indication of the work that has been 
done. During the year 1950, there were 11 full 
meetings of the Council and 173 meetings of the 
various committees and sub-committees, and when it 
is mentioned that the attendances at meetings of the 
Council and of committees total 88 per cent of the 
possible attendances, it can, I think, be claimed with 
some pride that the members elected to represent 
you on the Council have not neglected their duties. 

At the annual general meeting held in May 1950, a 
resolution was passed that, subject to the availability 
of sufficient suitable members being willing and able 
to serve, five seats on the Council should normally 
be occupied by members not in practice. 

The resignations of two of the older members of 
the Council, Mr Gibson Harris and Mr Charles E. 
Fletcher who had served with distinction since 1920, 
and 1932 respectively, provided the opportunity of 
bringing in two more members who are not in prac- 
tice; and there are now four such members on the 
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Council. With the increasing demand for the services 
of chartered accountants to fill responsible positions 
in the world of commerce and in the nationalized 
industries, it is important that the views of our 7 
members who have adopted a commercial career 
should find expression in the deliberations in the 
Council chamber and in committee, and the Council - 
is very grateful for the assistance it receives from the 
members not in practice. 


INTERNATIONAL CONGRESS ON 
ACCOUNTING 


An event of world-wide importance to the account- , 
ancy profession will take place in the week com--~ 
mencing June 16th, 1952, when the Sixth Interna- 
tional Congress on Accounting will be held in 
London. The previous international congress (the 
fifth) was held in September 1938 in Berlin, during 
a period of acute international tension. The Institute 
delegation was led by the late Sir Charles-Palmour, 
the President of the Institute, who also read a paper: 
other members of the Institute who submitted papers 
were Sir Nicholas Waterhouse, Sir Harold Howitt 


_and Mr Stuart Cooper. 


At the Sixth International Congress the important A 
role of President of the Congress will be undertaken 
by Sir Harold Howitt, and the Congress council are 
to be congratulated on having secured such an out- 
standing personality in the accountancy profession. 
Sir Harold’s reputation extends far beyond the 
confines of this country, and I am sure his acceptance 
of the office will be received with world-wide 
acclamation. 

Arrangements are in train for papers on interesting 
subject to be given and members of our Institute 
will play their part in the intreduction of some 
of them. 

The sponsoring bodies are putting in a lot of hard 
work in the endeavour to make the Congress a° 
success and to ensure that our overseas visitors 
receive a hearty welcome. Their wish is that when 
those visitors return home they will feel that the long 
journeys they have undertaken will have been well 
worth while. Needless to say, the Congress council 
are looking forward to receiving enthusiastic support 
from the members of the sponsoring bodies. 


EDUCATION FOR THE PROFESSION 


A subject ever present in the mind of the Council is 
the education and training of those who aspire to 
become members of the Institute and who enter 
into service under articles with a practising member 
of the Institute. 

_Since its publication in December 1049, many 
references have been made in the annual report of ; 
the Institute and elsewhere to the report be a Special 
Committee on Education for Commerce set up by 
the Minister of Education under the chairmanship of 
Sir Alexander Carr-Saunders. j 
_ The Council viewed with grave concern many of 
the recommendations made by the Carr-Saunders 
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Committee and, in particular, those recommendations 
which related to the training, education and examina- 

tion of candidates for membership of our Institute. 
When it became evident that the Minister of Educa- 
tion intended to implement some of the recom- 
mendations of the Carr-Saunders Committee, the 
Council prepared a report on “Education and training 
for membership’, which was issued in March 1951, 
and which was available in booklet form to -all 
members.| without charge on application to the 
offices of the Institute. A brief résumé of the report 
was circulated to all members in March 1951. 


The Council’s Report 


Now this |report of the Council is a comprehensive 
document; it covers the whole field of education and 
training of articled clerks and, to quote the final 
words of the report, it was designed to show that 
for reasons which are set out briefly in this report, 
the Council of the Institute finds itself obliged to 
state that the recommendations of the Carr-Saunders 
Committee are wholly inappropriate for persons 
wishing'|to become members of the Institute. If 
put into| operation in relation to such persons the 
recommendations would undermine the Institute’s 
~ whole system of training under articles. 
Since the issue of the Council’s report on ‘Educa- 
tion and training for membership’, a deputation from 
the Council has attended at the Ministry of Education 








for a meeting with senior officials of the Ministry 


with the object of removing some misunderstandings 
which appeared to exist regarding the position of the 
Institute and the proposed county colleges and the 
Carr-Saunders report on ‘Education for commerce’. 
The meeting took place in the most friendly atmo- 
sphere, and after reviewing the Institute’s method of 
training articled clerks, it was clearly understood that 
/the Ministry had no intention of interfering in any 


-way with the profession and would not consider any ` 


move which might affect the interests of the Institute 
without full prior discussion with the Institute. 


‘Role of Students’ Societies 

The role of|the students’ societies in training articled 
clerks for the profession is one to which the Council 
attaches great importance. The covenant now 
inserted in.all articles of clerkship — that the articled 
clerk will become a member of the local students’ 
society ~ not only assures the advantages of such 


membership for the articled clerk himself but is - 





also of great assistance to those responsible for the 
management of the society. The committee of the 
students’ society is able to budget accurately for 
the number of new entrants and arrange its pro- 
grammes and tuition classés accordingly. 

` I hope that the interesting booklet on “The Place 
"of the Students’ Societies in the Education of Articled 
‘Clerks’, which was issued by the Council in August 
1951 for the use of the committees of district and 
students’ societies, will be found to be useful to all 
who are actively interested in the running of a 
students’ society. Be nl i 
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Problem of the ‘Distant’. Student 


The problem of the ‘distant’ student will always bé 
with us as it is obvious that the articled clerk in the 
small town away from the headquarters of the 
nearest students’ society cannot derive full advantage 
from his membership. Residential courses which are 
now being run by several of the district societi¢s go 
some way towards solving the problem, and I hopé 
our members in the small towns will encourage their 
articled clerks to take advantage of the opportunities 
offered by a residential course if one should be held 
in their area. 


The Intermediate and Final Examinations 
Since the Second World War the percentage of passes 
in both Intermediate and Final examinations has 
been relatively low and this has léd to a certain amount 
of Press comment suggesting that the marking of the 
papers had become more stringent and that a higher 
standard from all candidates was expected by the 
examiners. This is not so. No alteration has been 
made in the method of marking the papers and in 
my view the lower percentage of successful candidates 
is purely an aftermath of the war and a feature-by no 
means confined to the Institute. Concessions were 
granted to those returning from national service. 
and these concessions often resulted in a reduction 
of the time spent on practical work in a practising 
accountant’s office. In many cases also, exemption 
from the Intermediate examination was granted. In 
the light of experience it seems doubtful whether the 
exemption from the Intermediate examination was in 
the best interests of the articled clerk, for the examina, 
tion results reveal a much higher percentage of 
passes among candidates generally who had passed 
their Intermediate examination. In the future there 
will be no exemption from the Intermediate ex- 
amination. 

_ The latest. examination’ results, those for the 
examinations held last May, show a slight improve- 
ment on their predecessors and it is hoped that as 
the number of candidates affected by national 
service diminishes there will be a progressive increase 
in the percentage of passes. 


SUMMER COURSE 


Passing from matters relating to the education and 
training of articled clerks, [ would mention the 
Institute’s scheme of refresher courses available to 
members of the Institute whether in practice, em- 
ployed in practising members’ offices or engaged in 
industry or commerce, which are held at Oxford and 


‘are known as summer courses. 


For five consecutive years a summer course has 
been held at Christ Church, Oxford, and the fifth 
of the series held last month was, I think, as instruc- 
tive and enjoyable as any of its predecessors. As your 
President, it was- my privilege to preside at this 
course and I enjoyed every minute of it. In these 
days we have, all of us, the greatest difficulty in 
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keeping abreast of the problems which beset a post- 
war world and the opportunities offered by a summer 
course for an interchange of views with members 
from all parts of the country and in all branches of 
the profession are of inestimable value. 

The proceedings at the summer course are being 
fully reported in The Accountant and it is therefore 
unnecessary for me to refer to them in detail, but I 
would mention a new feature at this course which 
took the form of a debate on a highly controversial 

_ subject. The motion was: 

That this course deplores the attempts now being 

made in certain quarters to discredit the account- 

ancy profession for not departing from historical 

cost in arriving at business profits. i 
The lively debate which followed was stimulating 
and gave the members of the course an opportunity 
of an interchange of ideas on ʻa subject‘which is 
much in the public eye at the present time. 

At the guest night dinner, I had the opportunity of 
expressing the sincere thanks of the Institute to the 
Governing Body of Christ Church for the wonderful 
facilities they had granted to us: for holding our 
summer courses in such tranquil and historic sur- 
roundings and I am glad it was possible for Dr John 
Lowe, Vice-Chancellor of Oxford University and 
‘Dean of Christ.Church, to be present on that 
occasion and so enable me to express to him person- 
ally our appreciation of the facilities placed at our 
disposal. 

I am glad to say that, as we behaved ourselves so 
well on this and on previous courses, the Governing 


Body has agreed to the holding of another course at” 


Christ Church in September 1952, and there seems 
every probability of summer courses at Christ Church. 
becoming an annual event. i 


TAXATION 

The report of the Tucker Committee on the Taxation 
of Trading Profits was presented by the Chancellor 
of the Exchequer to Parliament in April last and will, 
no doubt, have been read by everyone present in this 
hall. The President commented on this report in his 
speech at the annual general meeting of the Institute. 
The second Tucker Committee on Taxation Treat- 
ment of Provisions for Retirement has not yet made 
a report, but the Council of the Institute has sub- 
mitted a memorandum which appeared as an 
appendix to the annual report. In these days the 
question of provision for retirement is of vital 
importance to many persons who are unable to secure 
adequate retirement benefits and in this category 
those persons carrying on a profession either alone 
or in partnership are included. It is hoped that when 
the report is issued it will be found that due weight 
has been given to the submissions of the Council. 


The Royal Commission 
The Royal Commission on the Taxation of Profits 
and Income under the chairmanship of Lord Justice 
Cohen is now sitting. The Council of the Institute, 
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with the valuable assistance of the Taxation. and 
Research Committee, has already submitted a 
memorandum under the heads relating to ‘General, 
social and economic’ questions and a further memo- 
randum on ‘Particular matters relating to the taxation 
of profits and income’ is now in course of preparation. 
These documents are at present confidential and 
must remain so until they have been made public by 
the Royal Commission through the hearing of oral 
evidence. 

We, as an Institute, are proud of the fact that a 
member of the Council, Mr W. S. Carrington, has 
served on the first Tucker Committee and is a 


— 


| 


H 


member of the second Tucker Committee and of the 4 


Royal Commission. 


Finance Bill, 1951 


Each year the terms of the Finance Bill come up for 
consideration by the Council and the Finance Bill of 
1951 was no exception to the rule. The Council sub- 
mitted a memorandum to the Chancellor of the 
Exchequer on certain aspects of the Bill and a 
deputation from the Institute met representatives of ` 


the Board of Inland Revenue when matters pu” 


to in the memorandum were discussec. , 

While we all recognize the need for adequate 
powers to deal with evasion of taxation, the widely- 
drawn provisions of Section 32 of the Finance Act, 
1951, relating to transactions designed to avoid 
liability to profits tax and of Section 36 of the same 
Act relating to restrictions in certain transactions 
leading to avoidance of income-tax and profits tax 
cannot be regarded with equanimity. Section 28 of 
the Bill, which became Section 32 of the Act, did 


through Parliament and an additional subsection was 
inserted which enabled a taxpayer to submit to the, 
Commissioners of Inland Revenue particulars of a 
cransaction which it was proposed to effect and, if 
zhe Commissioners were satisfied that the transaction 
was to be entered into for bona fide commercial 
reasons, no direction would be made. The Times, in 
a leading article referring to this section of the Bill, 
stated: ` ` d 
‘This and some other parts of the Finance Bill will 
be critically examined by those who still believe that 
tax’ laws should not hamper or frustzate the ordinary 
actions of business life and should even conform 
to Adam Smith’s first principle that the tax which 
each individual is bound to pay ought to be certain 
and not arbitrary. 
Section 36 of the Act (or Section 32 as it was in the 
Bill) involves highly important economic considera- 
tions and it would appear that the matters dealt with 
in the section would be more appropriately dealt 
with by Exchange Control regulation than by ta 
legislation. To foster industrial development in this 
country is of the utmost importance but I cannot 
help but feel that the passing of Section 36 will 
diminish materially any hope of such development 
being financed in the future by capital provided by- 
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(Left to right) Mr T. B. Robson, Vice-President of the Institute; Mr Charles W. Boyce, President of the Institute; and 
Mr S. W. Cornwell, President of the Bristol and West of England Society of Chartered Accountants, enjoy the autumn 
K sunshine near the harbour at Torquay 





} At the first conference session at the Pavilion, Torquay (left to right), Sir Harold Barton, F.C.A., a Past President of the 
Institute; Mr S. W. Cornwell, President of the Bristol and West of England Society of Chartered Accountants and a 
member of the Council of the Institute; Mr G. R. Freeman, F.c.a., a Past President of the Institute; Mr Charles W. 
Boyce, C.B.E., F.c.A., President of the Institute; Mr T. E. Williams, Town Clerk of Torquay; Alderman E. G. Ely, J.P., Mayor 
of Torquay; Sir Harold Howitt, ons, D.S.O., M.C., D.L., J-P., F.C.A., a Past President of the Institute; Mr T. B. Robson, 
M.B.E., M.A., Vice-President of the Institute; and Mr Gilbert D. Shepherd, M.B.E., F.C.A., a Past President of the Institute 


366 


anyone resident outside the United Kingdom. Do we 
not come back to the fact that it is the heavy taxation 
imposed in this country which is driving industrialists 
to thoughts of ‘emigration’ and to the establishment 
of new businesses with headquarters abroad rather 
than in Great Britain? 


NATIONAL OUTLOOK 


At the autumnal meeting held in London in Octeber 
1921, three years after the termination of the First 
World War, the President of the Institute, the late 
Mr William Cash, in his presidential address said: 
-You will admit that as a nation we are living in a 
time of great difficulties, and if you examine these 
difficulties they nearly all resolve themselves into 
questions of finance. I need only enumerate inter- 
national finance, capital and labour, the state of 
trade, taxation, national expenditure, the cost of 
living. _ f 
How true is that of the position in which we as a 
. nation find ourselves today, but although perhaps 
suffering from a mild attack of inflation the nation 
in those days was not haunted by the fear of the 
uncontrolled variety of that malady. I wonder what 
Mr Cash would have had to say if he had had to con- 
template a national debt of the astronomical amount 
at which it stands today. i 


; Inflation à 
I suppose that in some small degree, inflation has been 


with us since the time of Henry VIII, but it has - 


become really violent since the termination of the 
Second World War and having the example of 
Germany after the First World War in our minds, 
we can only view the present position of the country’s 
finances with grave misgivings. The causes of the 
inflationary tendency are well known to all of you and 
need no elaboration from me, but it may be that we 
as accountants are concerned with some of the 
remedies applied to curb that tendency. 

As an Institute we have always refrained from tak- 
ing any action which might be construed as political 
in character and I am sure it is wise and proper that 
we should continue so to do. But that does not mean 
that we must refrain’ from criticizing actions taken 
by the Government, whatever government may be 
in power, if we feel that those actions do not conduce 
to the well-being of the nation as a whole’ and as 
individuals we are all entitled to express our views 
whether they be political or otherwise. 


Constant Increases in Wages and Salaries 
A reduction in our standards of living or a severe 
curtailment of our social services would be greatly 
deplored, but constant increases in wages and salaries 

_do not ensure the maintenance of those standards for 

on every such increase the enhanced cost.of some 
necessities of life cancels out the benefit of the 
higher wages. I was much impressed by a leading 
article in a recent edition of the Yorkshire Post 
which read: f 

Will no one.point out the simple truth that what is 

needed is a rise in real wages and that such a rise 
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will be brought about only by increasing the rate of 

production? How is such an increase to be achieved? 

We must acknowledge that it will not be easy. It 

will demand new machinery in many factories, more “1 

alert and enterprising management in some, the 

abandonment of restrictive practices both by em- 
ployees and trade unionists, a willingness to work 
awkward shifts in order to make full use of the avail- 
able machinery and to spread out the calls upon 

motive power. It may involve longer hours and a 

return in some industries to Saturday working. 

But the reward for accepting such unpopular 

measures would be great. Goods would flow into 

the shops. The weekly wage packet would buy more. | 

Present frustrations and anxieties would begin to. 

disappear. 

A similar thought must have been in the mind of 
Sir Russell Kettle when, referring to the nationaliza- 
tion of basic industries and utility undertakings at the 
autumnal meeting at Harrogate two years ago he 
said: 

Whatever may be our personal views on these and 

other social experiments and the way in which the 

burden of taxation is spread, I am sure that at the 
present critical juncture in the affairs of our nation 
we would all agree that the overriding need is for. 
increased efficiency and economy, with the maxi- 
mum effort on the part of every member of the 
community in order that the prosperity of our 
country, which in a national emergency should be 
above party politics, may be restored in due time. 


Proposals Affecting the Accountancy 
Profession 
It is seldom that we are officially informed in advance 
of legislation imposing restrictions of a financial 
character which the Government propose to introduce 
in the next parliamentary session, but the proposals 
which the Chancellor of the Exchequer announced 
in the House on July 26th last are an exception. : 

The two proposals which most particularly affect- 
the accountancy profession are (i) a tighter check on 
credit, and (ii) a measure to control dividends. 

The rising level of prices of all commodities with 
the resultant increase in the monetary value of stocks 
and of debts due from customers has made inroads 
into the cash resources of many undertakings. Profits 
may have been good and distributions of dividends 
may have been modest, but after satisfying the 
demands of the tax collector the amounts available 
for reserves are frequently insufficient to provide the 
finance to cover the higher values of stocks and other 
current assets, with the result that assistance from the 
banks has been necessary. Evidence of this state of 
affairs is forthcoming in the memorandum sub- 
mitted by the British Bankers’ Association to the 
Royal Commission on Taxation of Profits and 
Income. The effects of high taxation are now so 
severe that naturally no enterprising business can be 
expanded out of retained profits and, if banking 
facilities to an undertaking of undoubted stability 
are curtailed, the only effect can be a reduction in the 
volume of trade and a consequential loss to the 
country. 
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A welcome to Torquay. 
-(Left to right): Front 


row: Messrs P. V. Roberts, A.C.A., a Vice-President of the Bristol and West of England Society of Chartered Accountants; 

H. A. Snell, Sea, Chairman of the Society’s Conference Committee and a Vice-President of the Society; Charles 

W. Boyce, C.B.E., F.C.A., President of the Institute; B. Brookhouse Richards; a.c.a., Chairman of the Society’s Printing, 

Publications and Press Sub-committee. Back row: Messrs C. Croxton-Smith, M.A., LL.B., F.C.A., Hon. Conference 

Secretary; E. A. Harris, ¥.c.a., Chairman of the’ Hotels and Reception Sub-committee; J. B. Watling, M.B.E., F.C.A.; 
A. C. Palmer, F.c.a. 









(Left to right) Messrs T. Fleming Birch, 

F.C.A., a member of the Council of the 

Institute; K. G. Shuttleworth, F.c.a., a 

member of the Council of the Institute; 

Herbert J. Page, F.c.a.; and Henry R. 
Clark, A.C.A. 





(Left to right) Mrs 
E. Sugden, Mr 
W. G. Densem, 
A.C.A, Mrs T. H. 
Burdon, Mr E. 
Sugden, F.c.a., and 
Mr T. H. Burdon, 
.F,C.A., at the recep- 

Ftion held before 
luncheon at the 
‘Palace Hotel, "Tor." 


quay 
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The measure to control dividends must, I think, 
- be read in conjunction with the Chancellor’s remarks 
about wages increases. The Chancellor hoped that 
the psychological effect of a limitation of dividends 
and of other measures which he proposed to bring 
into operation would have a restraining influence on 
applications for wages increases. But from what we 
read in the newspapers almost every week it has not 
had that effect. 

The proposals for limitation of dividends as set 
out in the White Paper operate most unfairly as 
between one company and another. If the proposals 
become law, the shareholders of those companies 
which refrained voluntarily from making even a 
modest increase in their rate of dividend in com- 
pliance with the Government’s request will be 
penalized for what might be regarded as the patriotic 
action of their directors. 

The effect of the limitation to a dividend of 5 per 
cent on the paid-up capital in the case of those com- 
panies, such as the rubber companies, which for a 
long period have been unable to carry on business 


Reception and Opening Luncheon 


At the conclusion of the proceedings in the Pavilion, 
members joined the ladies for the opening lunch at 
the Palace Hotel where they were received by Mr and 
Mrs Cornwell and by Mr and Mrs Boyce. In the 
course of his speech of welcome, Mr Cornwell, who 
was in the chair during the lunch, said: 


It is twenty-five years — a period which will be of 
happy significance to the married folk among us- 
almost to the day since, in October 1926, the Bristol 
and West of England Society last had the privilege of 
welcoming members and their ladies to an autumnal 
meeting in our area, and we note with great pleasure 
that among those who were present on that occasion, 
and who are with us today, are our honoured Past-. 


President, Mr Gilbert Shepherd, and Mrs Shepherd — 


(applause) — and our old and ever-young friend Tom 
Walton of Manchester. (Applause.) 


To the Winsomeness ‘of the West 


We welcome you all the more because we realize 
what a relief it must be to many of you to get away for 
a few days from the smoky North, or the murky 
Midlands, or the exposed East — did I hear someone 
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except under grave disabilities and which are only | 
now emerging into the dividend-paying category | 
would be most unjust. It is hoped that special con- 
sideration will be given to such cases should such a 
Bill ever come before Parliament. 

The proposal to limit dividends to 7 per cent in the 
case of new companies can in my view only have the 
effect of drying up the supply of risk capital and 
diverting the establishment of promising new enter- | 
prises to countries oversea. 

I trust that the proposals for limitation of divi-. - 
dends may never reach the stage of being presented | 
to Parliament in the form of a Bill. 8 

In conclusion, the President expressed his regret a 
the absence of the Secretary, Mr Alan S. MacIver, 
who, accompanied by Mr G. O. May, was in the 
United States representing the Institute at the sixty- 
fourth annual meeting of the American Institute of 
Accountants at Atlantic City, New Jersey. Owing 
to the date of the autumnal meeting, Mr Boyce had — 
been unable to accept the invitation to the American ` 
meeting. 


say those fellows from the East ought to be exposed? ei 
or from London — I can’t find a polite adjective for 
that, but I have another one on the tip of my tongue! — 
we realize what a relief it must be to you to get away 
from all those places and come for a while to the win- 
someness of the West and the sunshine of the South. 


And we offer a special welcome to the ladies. Of 
course, they will double their husbands’ hotel bills — 
but they should reduce our overheads ~ (laughter) — 
and we realize that, generally speaking, ladies, whether 
at a conference or elsewhere, are generally speaking . . . 
(laughter) . . . please let me finish — the life and soul 
of any assemblage which they grace with their presence. «4 
And J would, on behalf of the ladies, venture to remind- 
gentlemen members that, since the last Budget, their 
ladies have been worth to them ten nine-and-sixperices 





‘more than they were before. (Laughter.) 


Mannequin Parade 


Transport was available after lunch to take “the 
ladies to a mannequin parade at the Marine Spa, 


‘presented by J. F. Rockhey Ltd, during which tea 


was served. 


First Conference Session 
Valuation of. Holdings in Private Limited Companies 


The first conference session was held from 2.45 p.m. 
to 4.45 p.m. in the Pavilion. Mr Boyce presided and 
introduced the first speaker, Mr W. G. Campbell, 
B.A., F.C.A., a member of the Council of the Institute, 
who gave a paper entitled ‘The valuation of holdings 
in private limited companies for purposes other than 
` probate’, the first part of which is reproduced else- 
- where in this issue. This paper was followed by 
` another entitled ‘The valuation of holdings in private 
. limited companies for probate purposes’, by Mr T. A. 


Hamilton Baynes, M.A., F.C.A.. a member of the 
Council of the Institute; this paper also we hope to 
‘reproduce in an early issue. 

The papers were followed by a discussion whichg 
was wound up by Mr Campbell and Mr Hamilton” 
Baynes. A vote of thanks to these gentlemen and 
to the President of the Institute for taking the chair 
was proposed by Mr P. V. Roberts, a.c.a., Vice- 
President of the Bristol and West of England Society 
of Chartered Accountants. Mr Boyce responded. 
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At the ball. (Left to-right) Sir Harold Barton, F.C.A., a Past President of the Institute; Lady ‘Barton; Mrs W. S. 
Kee Mr W. S. Carrington, F.c.A.; Mr S. W. Cornwell, F.c.a., President of the Bristol and West of England Society 
of Chartered Accountants, at ‘iad civic reception 





At the civic reception. (Left to right), front row: Mrs C. W. Boyce; Alderman E. G. Ely, J.P., Mayor of Torquay; Mrs Ely, 

Mayoress of Torquay; Mr Charles W. Boyce, c.n.z., F.c.a., President of the Institute. Back row: Councillor E. Narracott, 

the Deputy Mayor; Mrs S. W. Cornwell and Mr S. W. Cornwell, President of the Bristol and West of England Society of 
Chartered Accountdnts 
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- Civic Reception and Ball 


To. SE the first day of the meeting, members 
and. guests were invited to a civic reception and ball 
at the Town Hall. 

. They were received by the Mayor of Torquay, 
Alderman E. G. Ely, J.P., the Mayoress, the President 
of. ‘the Institute, Mr C. W. Boyce, C.B.E., F.C.A., and 
Mrs Boyce, the Deputy Mayor, Councillor E. 
Narracott, the Town Clerk, Mr T. Elvid Williams, 
and the President of the Bristol and West of England 


_ Excursions 
In lovely weather, nearly all those who did not take ` 


part in the golf competition went on one of the eight 
excursions, all of which were reported as being most 
enjoyable. Programmes of the excursions were: 
Devonport dockyard; round tour of Dartmoor and 
the coast; Widecombe-in-the-Moor, Buckfast Abbey 
‘and River Dart; Dartmoor and Dartington Hall; 


Golf Competition 


There were 48 entries in the morning’s Stableford 
Bogey over 18 holes at Torquay Golf Club. Com- 
petitors made the most of the fine weather and 
interest was keen. Mr P. V. Roberts, a Vice President 
of Che Bristol and West of England Society of Chart- 
ered Accountants, won the Society’s challenge. cup 
_with the highest number of Stableford points. / 

In the afternoon there was a two- ball foursome 
against bogey. 

“Mr Roberts presented prizes as follows: 


Stableford Bogey. 
` Mr W. E. Parker Handicap 15 Points 31 
Mr J. H. Plant i 6 e, 230) 


RECEPTION AND BANQUET 


At a banquet held at the Palace Hotel on Friday 
night, members and guests were received by Mr and 
Mrs Cornwell and Mr and Mrs Boyce, to whom 
bouquets were presented by Miss Anne Howitt. 
Miss Averil Peat presented bouquets to the Mayoress, 
Mrs E. G. Ely, to Mrs A. R. Boucher, J.P., and to 
Mrs C. H. Pritchard. 


The Company 


Among those present were: Alderman E. G. Ely, J.P. 
(Mayor of Torquay), and Mrs Ely (Mayoress of 
Torquay), Mr A. R. Boucher, opp, T.D.. (President, 
The Bristol Incorporated Law Society), and Mrs 
A.R. Boucher, J-P.; Sir Harold Howitt, G.B.E., D.S.0., 
MG, D.L., J.P., F.C.A. (Past President of the Institute), 
and ‘Miss Anne Howitt; Mr C. H. Pritchard, B.SC., 
‘F.R.LC.S., F.A.I. (President, Chartéred Auctioneers’ and 
Estate Agents’ Institute), and Mrs Pritchard, and 
‘Mr Graham Adam, M.C., F.c.A. (Member of the 
:Council of the Institute), and Mrs Adam; Sir Harold 
. Barton, ¥.c.a. (Past President of the Institute), and Lady 
‘Barton; Mr T. Fleming Birch, .r.c.a. (Member. of the 
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Society of Chartered Accountants, Mr 5. W. Corn- 
well, F.c.a., and Mrs Cornwell. 

The Town Hall was floodlit for the occasion: and 
the ballroom was decorated with skilfully illuminated 
banks of flowering plants. Officials of the Institute 
were entertained to supper in the mayor’s parlour. 

Members’ ladies all wore sprays of deep cream 
roses, a gift from Mr Cornwell, wich was unani- 
mously voted a charming gesture. 


tour of Dartmoor, Princetown and Buckfast Abbey: 
Whiteway’s Cyder Co Ltd, whole day tours, and two 
half-day tours, Buckfast Abbey and the River Dart. 

Members of the Conference Committee or sub- 
committees and members of the. Exeter and District 
Chartered Accountant Students’ Society acted as 
stewards in each coach. 


deepal Foursome Bogey 
Strokes 
received 


Messrs G. W. Clough and 


Bogey 
result - 


W. Rayner Io 5 down 
Messrs H. T. Nicholson 
and W. S. Hayes II 5 down 


Mr Roberts, who came third in che Stableford 
Bogey, received his trophy from Mr C. H Young, 
who organized the day’s competitions. 

Those who spent the day at the club had lunch 
and tea in the club house. 


Council of the Institute), and Mrs Fleming Birch; 
Mr James Blakey, F.c.a. (Member of the Council of the 
Institute), and Mrs Blakey. 

Mr W. G. Campbell, B.A., F.c.a. (Member of the 
Council of the Institute), and Mrs Campbell; Mr P. F. 
Carpenter, F.c.a. (Member of the Council of the Insti- 
tute); Mr W. S. Carrington, F.c.a. (Member of the 
Council of the Institute), and Mrs Carrington; Mr 
A. S. H. Dicker, M.B.E., ¥.c.a. (Member of the Council 
of the Institute), and Mrs Dicker; Mr Derek du Pré 
(Editor, ‘The Accountant’, Hon. Public Relations. Officer 
to the Twentieth Autumnal Meeting); Mr G. R. 
Freeman, F.c.a. (Past President of the Institute), and 
Mrs Freeman; Mr C. R. Gray, F.1.M.T.A. (Borough 
Treasurer, Torquay), and Mrs Gray. 

Mr E. W. Harris (H.M. Principal Inspector of Taxes, 
Bristol); Mr H. Crewdson Howard, F.c.a. (Member 
of the Council of the Institute), and Mrs Howard; 
Mr W. H. Lawson, C.B.E., B.A., F.C.A. (Member ‘of: the 
Council of the Institute); Mr C. H. S. Loveday, A.C.A. 
(an Assistant Secretary of the Institute, Member of the 
Institute’s Conference Committee), and Mrs Loveday; 
Mr W. R. MacGregor, F.c.a. (Member of the Council 
of the Institute), and Mrs MacGregor; Mr S. J. Pears, 
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F.C.A. (Member of the Council of the Institute), and 
Mrs Pears; Mr C. U. Peat, M.C., M.A., F.C.A. (Member 
-~ of the Council of the Institute), and Miss Peat. 

Mr P. M. Rees, M.C., F.c.A. (Member of the Council 
of the Institute), and’ Mrs Rees; Mr P. V. Roberts, 
A.C.A. (Vice-President, Bristol and’ West of England 
Society of Chartered Accountants), and Mrs Roberts; 
Mr T. B. Robson, M.B.E., M.A., F.C.A. (Vice-President 

. of the Institute), and Mrs Robson; Mr R. H. Rooke 
(Secretary to the Mayor of Torquay); Mr Gilbert D. 
Shepherd, M.B.E., F.C.A. (Past President of the Institute), 
and Mrs Shepherd; Mr H. A. Snell, Sea (Vice- 

_ President, Bristol and West of England Society of 
Chartered Accountants), and Mrs Snell; Mr C. Merrett 

~ Stock (Chairman, Bristol Stock Exchange), and Mrs 

‘Stock. 

Mr E. Duncan Taylor, F.c.a. (Member of the 
Council of the Institute), and Mrs Taylor; Mr E. 
Gordon Turner, M.C., F.c.a. (Member of the Council 
of the Institute), and Mrs Turner; Mr T. Walton, 
F.c.A. (Member of the Council of the Institute); the 
Rev. P. J. White, M.A., and Mrs White; Mr T. Elved 
Williams, LL.B. (Town Clerk, Torquay), and Mrs 
Williams. 


A toast to “The Borough of Torquay’ was proposed 

„by Sir Harold Howitt, who, expressing gratitude 

«to the Mayor and Corporation of Torquay for all 
they had done, said: 


A mayor of a town. like Torquay must attend all. 


kinds of conferences. He might give us a paper on 
‘Conferences I have known’ which might even com- 
pare with Mr Turner’s. (Laughter.) I can imagine 
that when he and the Mayoress go along to the first 
function, they exchange confidences in the car- 
something to the effect, ‘I wonder what kind of a 
bunch of stiffs we are going to meet tonight?’ 
(Laughter.) 


He continued: 
The Lion 


< One thing to remember is that at this conference we 
“nave achieved something of rather great effect — one 
of our members actually tried to steal a lion! (Loud 
laughter.) i 
I don’t want to talk too much about the member, 
for I am very sorry about him, but I really think his 
name should be Albert. (Prolonged laughter.) . 
In his reply, Alderman E. G. Ely, Mayor of 
Torquay, said: 
If I could have had the help of my learned friend 
on my left, I am sure your friends here this evening 


would say, ‘Sir Harold, how witty you are!’ (Cries 
of ‘Oh’ and laughter.) 


A Very Old Craft 


Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, Mr A. R. 
, Boucher, President of the Bristol Incorporated Law 
Society, ‘said in the course of his speech: 
_~You and the senior members of your Institute 
must indeed be proud when you look back on what 
your Institute has done. Starting in the latter part of 
the last century you have managed to co-ordinate 
iar has been a very scattered element in a very old 
cra 
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Over the last seventy years, mainly through your 
efforts, those elements have been co-ordinated into a 
first-class profession. Someone, anyway, must have 
put in that work and I believe it to be your’ Institute. 


Referring to the ‘great progress’ made by the 
profession, he said: 


I do compliment you on the discipline you now 
exercise and on the standards of education you have 
now attained. 

During my short life in practice I have never been 
treated -unprofessionally by any member of your 
Institute — if I except a certain gentleman who kicked 
me in the teeth when I was playing for the students. 
(Laughter.) 


Mr C. W. Boyce, C.B.E., F.C.A., President of the 
Institute, said in the course of his reply: 


From our earliest days as articled clerks we have 
had drilled into us the code of ethics we must follow 
when we are admitted to membership of the Institute 
and as a result of the careful training given in most 
chartered accountants’ offices, the number of casés of 
serious delinquency submitted to the Investigation 
Committee is comparatively small. (Applause.) 


Professional Conduct and Etiquette 


Under the Supplemental Royal Charter and new 
bye-laws, the Investigation Committee has had an 


‘additional burden placed upon it. It is now called 


upon, when requested, to advise members and articled 
clerks on matters of professional conduct and etiquette, 
and much of the agenda at its monthly meetings is 
taken up by inquiries of this nature. The members’ 
handbook issued to all members last year gives a very 
clear guide to members as to the line of action which 
should be taken under a variety of difficult circum- 
stances, It is not always an easy matter to decide in 
certain delicate situations what is the proper. course 
to adopt and it must be a great comfort to members to 
know that if faced with a serious problem involving 
professional conduct they can obtain the advice of one 
of the standing committees of the Council. 

A more frequent reference to the members’ hand- 
book on the part of those who find themselves in some 
little difficulty would, I am sure, reduce the time and 
trouble spent by the Investigation Committee in the 
consideration of inquiries which can only be regarded 
as trivial. I should make it clear that this is a personal 
opinion and I have not been bribed by the chairman 
of the Investigation Committee to put it forward. 
(Laughter.) 


A Harassing Life 
He continued: ` 


The life of a chartered’ accountant is, to sag . the 
least of it, harassing. When trade is booming and 
profits are expanding, he is asked such questions as 
‘I say, old man, I wish you would have a look at this 
combined scheme for old-age pension, widows’ pen- 
sion, retirement benefit, -deferred annuity and cost of 
funeral, and tell me what you think of it. They tell me 
I shall save no end of tax if I go in for it’ — (laughter) — 
or, ‘If I take my wife for a trip round the world and 
call on our only overseas customer in Jamaica, can you 
get the cost allowed as ‘travelling. expenses?’ — 
(laughter) — or, “Our golf club bas arranged with some 
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well-known pros to give an exhibition match and 
have asked me for a subscription. Instead of doing 
that, can’t my firm insert an advertisement in the 
ebe brochure and charge it to advertising?’ ~ (loud 
laughter). 

Such situations require very tactful handling and 
often end by the accountant being asked, ‘Are you 
acting for the Inland Revenue.or for me?’ (Laughter.) 

But trade does not always boom, losses loom ahead, 
and a sinister disease called inflation becomes rampant. 
Our client then comes to us and says, ‘I’ve got into 
a terrible mess. My ‘customers are cancelling their 
contracts, I’ve an enormous quantity of high-priced 
stocks, my debtors are asking for extended terms and 
the bank are demanding a reduction of my overdraft. 
I-wish you would get out some figures and tell the bank 
that the business is perfectly sound and, if possible, 
get them to grant a further £10,000 — and, by the way, 
I hate to mention it, but I shall really have to ask you 
to make a reduction in your audit fee.’ (Loud laughter.) 
He may then even tell.you of a remark made by one 
of his salesmen on his return from a visit to customers 
in the woollen district. ‘Even them ’at has no inten- 
tion of paying have given up buying.’ (Laughter.) 

At the moment I have not heard of advice being 
given to the business community to withhold their 
books from the auditors as by so doing they will be 
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ab.e to get their work done at a lower rate later on. 
(Laughter.) 


Relations with Professional Brethren 
Overseas 
The spread of nationalistic tendencies throughout 
the world is not without its repercussions on our 
profession. During the last few years Bills have been 
introduced in the legislatures of some of our Dominions 
ard other countries which would place severe restric- 
tions on the practice of accountancy in those countries 
be members of our Institute. Much of the time of the 
Council and Committees is spent on an examination 
of these measures and in the taking of all possible 


steps to safeguard the interests of our members, be: 


making representations in appropriate quarters. 

But these tendencies do not affect our relations with 
our professional brethren overseas which are of the 
most friendly character, and at recent Oxford courses 
we have had papers from members of the American 
Institute of Accountants and from the Vice-President 
of the Australian Institute of Chartered Accountants. 
These papers are of the utmost value and help us to a 
clearer understanding of the methods employed by the 
accountancy profession in other.countries and of the 
Cifficulties with which accountants in those countries 
have to contend. (Hear, hear.) 


Presentation to the Hon. Conference Secretary 


At the conclusion of his speech, the President made 
a presentation to Mr C. Croxton-Smith, M.A., LL.B., 
F.C.A., Hon. Conference Secretary, in the course of 
which he said: : 

I hope, Mr Croxton-Smith, that the pair of Minty 
bookcases and the electric record player, which I 
now have the pleasure of handing to you, will from time 


f Church 


A church service was held at St Mary Magdalene 


Church at 9.45 on the Saturday morning and was 


attended by over 350 members and guests. 

The service was conducted by the Curate, the 
Rev. P. J. White, M.A. 

The lesson, Psalm cxxi, was read by Mr S. W. 
Cornwell, F.c.a., President of the Bristol and West 
of England Society of Chartered Accountants. 


The Conference Sermon 


After the hymn ‘Praise, my soul, the King of Heaven’, 
the conference sermon was delivered by the Lord 
Bishop of Exeter, the Rt. Rev. R. C. Mortimer, D.D., 
who took as his text, I Corinthians v. 2: ‘Moreover, 
it is required in stewards, that a man be found 
faithful’; he said 

And no wonder. For there was no effective check 
on them. A steward was what we should call an agent, 
bailiff or factor. He had extensive executive power to 
buy and sell; he had control of the stores; he collected 
rents. And there was no elaborate system of bills and 
invoices, of forms in duplicate and triplicate, of 


to time recall to you our great appreciation of all you 
have done to ensure the success of this autumnal 
meeting. (Hear, hear.) 
Mr Croxton-Smith, who was greeted with loud 
and prolonged applause, made an admirable reply. 
A- toast to “Ihe Guests’ was proposed by Mr 
Cornwell, and acknowledged by Mr Pritchard. 


Service 


counter-signatures and all the rest of the checks and 
precautions which are a commonpiace of modern 
business management. Or if there were such things, 
there was no one, I believe, whose duty it was. to see 
that the rules were observed, or to detect frauds and 
embezzlements. In other words, there were no 
accountants. 


Business of an Accountant 


Accountants owe their existence, I suppose, to the 
fact that stewards were not found faithful. It is the 
business of an accountant to protect the steward 
from himself. The steward is undoubtedly exposed 
to many and various temptations to dishonesty. The 
certainty of detection by the cold and vigilant eye of 
the accountant robs those temptations of much of 
their attraction. It is much easier to keep your books 
properly if you know that any funny business is” 
almost certain to be spotted. 

It is the business of the accountant, as I understand 
it, to satisfy himself that the accounts which he audits 
contain no errors, no frauds and no illegalities - 
that the moneys stated to have been received have 


H 
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(Left to right) Mrs A. F. B. Ham, Mrs H. A. Snell, Mrs DW. Hort, Mrs C. W. Boyce, Mrs S; W. Cornwell and 
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A trip on the River Dart. (Left. to right) Mr A. G. J. Horton-Stephens, A.C.A., Mrs Horton Stephens; Mr C. I. Bostock, 
F : F.C.A., Mrs C. I. Bostock; Mr E. Bostock, M.A., F.c.A., and Mrs E. Bostock 9 
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been. received, no more and no less; that they have 
been expended precisely in the manner and for the 
purposes stated, and that those purposes are proper 


and properly authorized purposes. His signature is a - 


solemn declaration or assurance that all is well. It 
is, or should be, a settlement of all doubts, misgivings 
and questions. ; ` e 
‘People Trust and Believe in Accountants 

Assuredly, therefore, of accountants it is required 
tbat a man be found faithful. Yet quis custodiet ipsos 
custodes? Who shall certify the certificate, or account 
for the accountant? If you have a dishonest or venal 
accountant, what check is- there on him? I take it 
thete is none. The ethic of your profession is that 
none is needed. You are sworn and pledged to 
honesty, and you regard any questioning of that 
honesty, any suggestion of the need of further pre- 
cautions and safeguards as a reflection on your pro- 
fessional honour: the Buards need no guardian. 


There is no safeguard, no guarantee beyond your . 


own sense of duty and rtsponsibility. The system 
only works because of that, and because people trust 
and believe you. If that confidence were ever 
severely shaken, the whole system would collapse. 


fy 
D Me 


A Great Public Service 


This professional honour is a very fine and noble 


thing. It is also a great service to the community. 
No community can prosper if everywhere there is 
dishonesty and suspicion. That community alone is 
healthy, happy and prosperous in which the members 
have a general confidence and trust in each other. 
Since the existence of your profession, except in so 
far as you act simply as expert guides and advisers, 
arises out of an inability or unwillingness to trust 
‘the stewards’ by themselves,-it is an unhappy 
necessity. It is a second best. Yet it would be a disaster 


if a situation arose in which the accountants could ` 
not be trusted either and in which yet further com- 


plicated counter-checks were demanded. That you 
maintain a state of affairs in which your honesty. is 
never questioned is a great public service; for it 
imparts to the community a degree of trust and 
confidence essential to its welfare. 


Vulnerability of Professional Honour 
Yet how frail and vulnerable is this professional 


honour! It is under the constant pressure of personal ` 


temptation. No doubt there are ways in which the 
law can be circumvented, there are means of suppress- 
ing and cloaking and concealing frauds: and no doubt 
the mote expert the accountant, the more skilled he 
is in averting any unpleasant consequence to himself. 
And how much ‘damage-to public confidence can be 
done by even one dishonest accountant, the moment 
he is discovered? ae . 

The maintenance of this- professional honour un- 
impaired depends ultimately on the personal sense of 


‘duty ‘and responsibility of every one of you: It - 
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depends on personal honour; on a resolution to do 
the right no matter what temptation to do otherwise 
may arise. If it were the fact that you refrain from 
doing what is wrong merely out of fear of the conse- a 
quences of what would happen to you if you were | 
found out, your professional standards would not 
last a generation. You are clever enough to find ways 
of avoiding those consequences. The real cause of 
your high standing -and the only means of main- 
taining it — is your own sense of right and wrong and 
your own determination to do your duty. Fiat justitia 
ruat caelum. ‘I certify only what I know to be right 
and above board and nothing will induce me to do , 
otherwise.’ : We 
Personal Sense of Duty 


Your professional honour rests therefore ultimately 
on a personal sense of duty. It derives from a convic- 
tion deeply held that honesty, justice, truthfulness 
and so on are inherently worth while, and that lies, 
greed, selfishness are not, whatever superficial 
advantage they may appear to offer.. But life cannot 
be separated: into watertight compartments. A low 
standard of ethics in one area of life inevitably affects 
other areas in time. Habits of greed, laziness or self- = 


` indulgence once formed are not easily broken; (her ` 


tend gradually to-dominate the whole character. A 
professional man whose private life is known to be 
vicious inevitably comes under suspicion — even in 
his public life. One cannot be sure that a man who 
is weak or corrupt in one respect is not or may not 
be weak and corrupt in all. 


Danger of Lowering Personal Standards 


Professional honour depends on personal honour: 
personal honour depends on unceasing vigilance-and 
continued aspiration towards the highest ideal we 
know. Once acquiesce anywhere in the second-rate, n, 
once allow ourselves to continue in a course of Got? 
duct we know to be wrong, and we start out upon a 
slippery slope to final complete loss of self-respect; ` 
and none of us at any time is free from this ‘danger. 
I do not suggest that any of you are in immediate or 
present danger of unprofessional conduct; I do 
suggest that you are all ~ that all men — are in con- 
stant danger of so lowering their personal standards 
under ‘the constant pressure of the world, the flesh 
and the devil, that they may come to a point in which 
no meanness of conduct is unthinkable. 


In Life, No One can Stand Still 


It is, I suppose, a recognition of your vulnerability — 
an understanding that all men stand in constant need 
of strength to resist their temptations and that all 
need to have their eyes opened to faults and flaws in 
which they have long acquiesced, it is a knowledge 
that in life no one can stand still — he must become a 
better man or a worse one — it is a perception that in 
your profession as in any other the maintenance of a 


‘high standard of professional conduct depends on 


the members of the profession being good men, not. 
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Mr H. Senior, M.Sc.(ECON.), B.COM., 
` A.C.A., putting at the 17th hole during 
the golf competition. His opponent is 
Mr S. J. Pears, F.c.a., a member of the 
Council of the Institute 


MrG. F. Saunders, 
F.C.A., a member of 
the Council of the 
Institute (left) and 
Mr R. McNeil, 
F.C.A., with their 
caddy cars during 
the golf competi- 
tion 


Mr A. C. Falkner, B.SC., A.C.A., 
driving during the golf com- 
petition. Also (left to right) 
-Mr W. S. Hayes, A.C.A., 
Mr H. T. Nicholson, F.C.A. 
and Mrt, W. E. Parker, C.B.E., 


X 
\ F.C.A. 
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bad men; it is these considerations that have led you 
to come at your conferences to a church service. 
You knew that you need God.and that in the worship 
of God alone rests your hope of becoming better 
men than you are. 


Custodians of Commercial Morality 
Professionally you are answerable to nobody; you 
are yourselves the custodians of commercial morality. 
You are, in that, answerable to your consciences 
alone. And of your conscience God is the sole and 
final and exacting judge. It is right that you should 


Second Conference Session 
Effect of Taxation upon Industry and the Individual 


At the second conference session, also held in the 
Pavilion and presided over by the President of the 
Institute, Mr E. G. Turner, M.C., F.C.A., a member of 
the Council of the Instititte, read a paper entitled 
‘The effect of taxation upon industry and the indi- 
vidual’, which we hope to reproduce in an early 
issue. The paper was followed by a discussion which 
was wound up by Mr Turner. A vote of thanks to 
Mr Turner and to the President of the Institute for 
presiding was proposed by Mr Edward A. Harris, 
F.C.A.; and acknowledged by Mr Boyce. 


Members of Committees 


Membership of the committees responsible for the 
autumnal meeting was as follows: 


The Institute’s Conference Committee 


The President of the Institute: Mr Charles W. Boyce, 
C.B.E., F.C.A; Mr H. Garton. Ash, opp, M.C., F.C.A.} 
Sir Russell Kettle, ¥.c.a.; Secretary: Mr A. S. Maclver,. 
M.C., B.A.; Assistant Secretaries: Mr C. H. S. Loveday, 
A.C.A „ Mr F. M. Wilkinson, A.C.A. 


The Society’s Conference Committee 


The President of the Society: Mr S. W. Cornwell, 
F.C.A; the Vice-Presidents of the Society: Mr P. V. 
Roberts, A.c.A, Mr H. A. Snell, Sea: Chairman: 
Mr H. A. Snell, ¥.c.a.; Honorary Conference Treasurer: 
Mr A. F. B. Ham, F.c.a.; Honorary Conference Secre- 
tary: Mr C. Croxton-Smith, M.A., LL.B., F.C.A5 
Messrs C. G. W. Blathwayt, M.C., M.A., A.C.A, H. R. 
Clark, a.c.a., R. S. Frost, ScA, E. A. Harris, F.c.a., 
W. N. Hoyte, a.c.a., B. Brookhouse Richards, A.C.A., 
P. R. W. Whyman, A.C.A., C. H. Young, F.c.a. 


The Society’s Conference Sub-Committees 
HOTELS AND RECEPTION 

Chairman: Mr E. A. Harris, F.c.a.; Vice-Chairman: 

Mr C. H. Maggs, F.c.a.; Hon. Secretary: Mr B. 

Darbyshire, a.c.a.; Messrs F. L. K. Crowe, F.c.A., 

J. S. Phillips, F.c.A., R. H. Passmore, A.C.A. 


BANQUET AND CATERING 


Chairman: Mr P. R. W. Whyman, A.C.A; Vice-Chair- 
man: Mr P. W. Hort, F.c.a.; Messrs S. T. Carwardine, 
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often reflect on this, and that you should pray for 
God’s grace and protection, that He may make and 
keep you fit persons- to discharge your serious and 
difficult responsibility. 


During the. singing of the hymn ‘Life and Light 
and Joy are Found in the Presence of the Lord’, a 
collection was taken for the Chartered Accountants’ 
snevolent Association; this amounted to £77 8s 3d. 
At the conclusion of the church service, the ladies 
visited Torre Abbey, seeing the Mansion House and 
ruins, and partaking of morning coffee. 


Concluding Luncheon 

At the concluding luncheon, with Mr Cornwell in the 
cnair, Mr George R. Freeman, F.c.a., Past President 
of the Institute, gave warm expressions of apprecia- 
tion of the vast amount of work done by all those who 
had played a part in the organization of the meeting. Mr 
H. A. Snell, Sea, Chairman of the Conferenée Com- 
mittee of The Bristol and West of England Society 
of Chartered Accountants, replied in felicitous terms,. 
and the proceedings were brought to a conclusion: by 
Mr Cornwell in a charming speech of farewell. 


Ac.A., W. J. Come, a.c.a., W, N. Hoyte, a.c.a., S.. C. 
Emith-Cox, T.D., F.C.A. 


EXCURSIONS 
Chairman: Mr C. G. W. Blathwayt, M.C., M.A., A,C.A.; 
Messrs R. A. Chermside, A.C.A., M. Perkins, A.C.A., 
J. S. Phillips, r.c.a., F. J. Thompson, F.c.a. 





GOLF s 
Chairman: Mr C. H. Young, F.c.a.; Mr N. G. Webber, 
2.C.A. 

PRINTING, PUBLICATIONS AND Press 
Chairman: Mr B. Brookhouse Richards, A.c.a.; 
Messrs W. E. Dewdney, A.c.a., W. A. Hawkins, 
J-P., A.C.A., J. G. Simpkins, A.C.A. 


The Committee of the Society 


President: Mr S. W. Cornwell, ¥.c.a.; Vice-Presidents: 
Messrs P. V. Roberts, a.c.a.. and H. A. Snell, F.C.A; | 
Hon. Secretary: Mr C. Croxton-Smith, M.A., LL.B, 
F.C.A.; Hon. Treasurer: Mr A. F. B. Ham, F.c.a.; 
Hon. Librarian: Mr E. A. Harris, F.C.A., Messrs 
H. R. Clark, a.c.a., R. S. Frost, F.c.a., Stephenson 
Grace, F.C.A., P. W. Hort, ¥F.c.A., C. H. Maggs, F.C.A., 
R. L. Owen, F.c.a., J. G. Simpkins, a.c.a., C. H. 
“loung, F.C.A. 


Honorary Public Relations Officer 
Mr Derek du Pré, Editor of The Accountant. 
Reprints of these photographs and of others taken during 


the meeting can be obtained from the ‘Bristol Evening Post’, 
Photo Sales Department, Silver Street, Bristol, 1. 
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WEEKLY NOTES 


Accountants and the General Election 


In the last General Election held in February, 1950, 


six members of the profession were returned’ to 
Parliament. They were Mr John Diamond, F.c.a., 
Labour Member of Parliament for the Blackley 
Division of Manchester; Commander T. D. Gal- 
braith, c.a., Conservative Member for Pollok, 
Glasgow; Sir J. Stanley Holmes, ¥.c.a., National 
Liberal Member for Harwich; Mr Roland Jennings, 
_¥.c.a., Conservative and Liberal Member for the 
Hallam Division of Sheffield; Mr A. E. Marples, 
A.S.A.A.. Conservative Member for Wallasey; and 
Mr G. P. Stevens, r.c.a., Conservative Member 
for the Langstone Division of Portsmouth. 

All these Members are standing again for the same 
constituencies in the forthcoming election, and in 
addition a number of other members of the principal 
accountancy bodies are entering the electoral lists. 
The following is a list of these candidates, with 
the constituencies which they are contesting: Messrs 

af: J. Allaun, B.COM., A.C.A. (Lab.),, Moss Side, 
Manchester; H. W. Bolt, F.C.A. (Lab.), Hudders- 
field West; K. A. P. Dalby, Dao, F.C.A. (Cons.), 
Bristol Ceritral; S. H. P. Garlick, A.C.A. (Cons.), 
Gorton, Manchester; E. Harrison, A.A.C.C.A. (Lib.), 
Middleton and Prestwich; Edwin Hodson, A.A.C.C.A., 
A.T.LI. (Cons.), Ardwick, Manchester; J. M. Howard, 
F.c.A. (Cons.), North Hammersmith; G. D. John- 
stone, A.C.A. (Cons.), West Bromwich; W. J. M. Kean, 
GA. (Unionist), Edinburgh Central; Bruce Millan, 
GA, (Lab.), West Renfrewshire; J. F. Nash, A.C.A. 
(Cons. and Nat. Lib.), Chesterfield; N. T. O'Reilly, 
F.C.A. (Cons.), Carlisle; Lawrence W. Robson, F.C.A., 
F.C.W.A,, AM.LP.E. (£2b.), Banbury; A. Russell, 
"ACC, (Cons.), West Gloucestershire; Major W. O. 
Smedley, M.C., ¥.c.a. (Léb.), Saffron Walden; Mr 
Frank Smith, F.c.a. (Zzb.), Blackley, Manchester. 

It is interesting to note the prominence of the 
profession in the Manchester area where two account- 
ants are rival contestants for the Blackley Division; 
the neighbouring constituencies of Ardwick, Gorton 
and Moss Side are also being contested by candidates 
who are members of the profession. 


No Dividend Limitation in Northern 
Ireland 


Whatever the eventual fate of the proposed statutory 
limitation of dividends in Great Britain, in Northern 
Ireland it is not even to be proposed. This was made 
clear by the Minister of Finance (Major the Rt. Hon. 
J. Maynard Sinclair) at a dinner held recently by the 
Belfast and District branch of the Institute of Cost 
and Works Accountants. Major Sinclair said that the 
matter was not one of those reserved to the Imperial 
Parliament and he himself had no intention of intro- 
ducing such a Bill. The dividends of the compara- 
tively few companies in Northern Ireland could have 


Ain ` 


little effect on general inflationary tendencies. More- 
over, unemployment there was relatively greater than 
elsewhere in the Kingdom, so that anything which 
might tend to discourage the investment of new 
money should be avoided. The Minister added that 
he made the statement in order that industry and the 
public should know where they stood without further 
dela 
d Salford Hundred Court 


The committee which the Chancellor of the Duchy 
of Lancaster appointed a year ago to examine the 
Court of Record for the Hundred of Salford, and 
which included in its membership: Mr C. W. Boyce, 
C.B.E., F.C.A., President of the Institute, has now 
had its report published as a White Paper.? 

The committee was asked to inquire into the 
practice and procedure of the Court, to report how 
far it is now of benefit to the parties for whom it is 
intended, what changes in practice or procedure might 
be desirable and whether there should be an increase 
in the Court’s monetary jurisdiction. 

The committee’s report is wholly favourable to the 
continuance of the Court and to an increase in its 
monetary jurisdiction but recommends slight changes 
in practice and procedure. 


` Lithographic Printing Productivity Report 
A recurring theme throughout the report of the litho- 
graphic printing industry team? which visited the 
United States earlier this year under the auspices of 
the Anglo-American Council on Productivity, issued 
on Monday last, is the feeling of confidence and 
mutual trust which exists in America between 
employer and employee. The enthusiasm and 
vitality shown by management is reciprocated. by the 
workers with the result that the standards set for 
productivity are extremely high. 

The team recommends that, following the American 
example, senior executives in this country should 
delegate routine duties to subordinates to allow 
themselves sufficient time and energy to concentrate 
on output problems which involve, among other 
things, a study of organization, layout, co-ordination 
and future development. Benefits which accrue from 
increased productivity should be shared between 
employers and employees, bearing in mind the need. 
to decrease the cost of the finished product to the 
consumer. Consideration should also be given to the 
introduction of profit-sharing and incentive schemes 
to give encouragement and appropriate rewards to all 
levels of management. 

Mr Philip C. Lloyd, F.C.A., partner in the firm of 
J. B. Hughes & Lloyd, Liverpool, was a member of 


1 H.M.S.O. Cmd. 8364 od net. 

2 Copies of the report may be obtained from the Anglo- 
American Council on Productivity, 21 Tothill Street, 
London, SW1, or from the British Federation of Master 
Printers, 11 Bedford Row, London, WC1, price ge post free. 
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the team which was led by Mr Charles. Birchall, 
chairman and managing director of Charles Birchall 
& Sons Ltd, Liverpool. 


External Trade in September 


Preliminary trade figures for September were issued 
at the end of last week. They give a slightly less 
alarming picture than for the previous month, but 
they have their own contribution to make to the 
present tale of difficult overseas trading conditions. 

Exports fell off over the month by about £22 
million to £218 million. Imports declined by £31 
million to £337 million. Measured in the usual 
conventional and very approximate way, the visible 
trade balance was thus slightly less to this country’s 
disadvantage than in August. It would appear that 
some benefit was being reaped from the easing off in 
seasonal imports. 

On the other hand for the first time for a long 
period there was a definite set-back in this country’s 
exports to North America. Sales to the United 
States and Canada were off by as much as 33 per cent. 


Electricity and Investment 


The annual report of the British Electricity Authority 
for the year ended March 31st, 1951, was issued last 
week. Particular attention has been drawn to it this 
year because of its outspoken comment on the 
B.E.A.’s difficulty in making long-term plans when 
the Ministry of Fuel and Power will not issue its 
directive for the years following 1955. 

The Authority is somewhat chagrined that the 
„target for installed new capacity has been reduced 
from 1,800,000 kilowatts a year to 1,500,000 kilo- 
watts a year. It is also concerned — and this was re- 
echoed in Lord Citrine’s remarks at a press confer- 
ence last week on the occasion of the publication of 
the report — that even this reduced figure cannot be 
reached and sustained if there is not a high priority 
given to materials for electric generating installations. 

The B.E.A. accepts with a good grace the cut in 
‘the programme, realizing that its allocation of scarce 
steel: and manufacturing capacity must be part of an 
‘overall scheme. Its main complaint is the Ministry’s 
unwillingness or inability to see beyond 1955. This 
‘point is in fact the basic issue to which attention 
‘should be given in discussing the issues of principle 
‘when there is public criticism of a Ministry by a 
‘nationalized industry for which it is in a limited sense 
responsible. 
` In an industry like electric power, long-term 
planning — in the correct and non-political sense — is 
‘essential, It must have a long-period investment 
schedule worked out, within which there must be an 
element of flexibility to take account of short-term 
changes of plan and also of those matters which 
‘seriously affect the long-term programme. For -the 
electricity industry the long-term is something like 
ten years and the short-term is about two years. Its 
‘equipment takes so long to build that changes of plan 
cannot be put into operation in a smaller length of time. 
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‘There is therefore something seriously wrong when 
the electricity industry cannot make, or will not make, 
plans because the Ministry concerned will not give a 
lezd beyond the next four years. It suggests that the’ 

‘industry is subject to wrong ideas about planning, | 
that it is going to be kept waiting for a lead and then 
given a directive at short notice. It is that sort of 
planning, if such it may be called, which leads to 
herried, inflexible decisions on major issues of the 
greatest long-term significance. It leaves no margin 
fcr adjusting schemes to current circumstances with- 
ozat a major disruption and it stultifies the capacity 
tc take intuitive decisions in the light of current 
c:rcumstances which is the life-blood. of enterprise 4 
aad efficiency. 


Plans for Winter Rail Traffic 


Impending difficulties on rail this winter due to 
sustained high traffic volume but decreasing staff 
have been common knowledge for some time. The 
Transport Commission itself has warned of dangers 
to come depending for their severity on the kind of 
winter which is experienced. Last week the Commis- 
sion announced a winter scheme to meet the possible. 
2mergency. 

Basically the problem is, according to the Commis- 
sion, that the railways will have to carry about five 
million tons more traffic than last winter with 5 per , 
‘cent fewer staff to handle it. Two-thirds of the | 
increase will be coal. The shortage in staff is especi- | 
ally severe in London, South Wales, the Midlands, 
Lancashire and the West Riding of Yorkshire — in | 
the large English industrial areas. A number of steps 
are being taken by the railways to ease the expected 
congestion, only a few of which can be summarized 
here. Some 600 train crews a day are to be switched 
to freight work from the passenger services; traffic i 
to be diverted from congested areas; there is to, be 
‘intensive week-end freight working; 50 heavy freight 
engines are to be moved into the affected areas; { 
assisted lodging schemes for staff prepared to work ` 
in the London and Birmingham areas and additional 
hostel accommodation are to be introduced; acampaign 
to avoid detention at terminals is to be instituted; the 
Road Haulage Executive is to have stand-by arrange- 
ments to assist the flow of goods on rail. 

In addition to the steps which the railways are 
taking themselves, however, a big effort is to be made 
to’ obtain the co-operation of the user industries and 
to create an administrative machine which can give 
advice to industrialists with a special transport 
problem. In every fifty-one of the railway districts a 
Committee is to be set up consisting of the railway 
district commercial superintendent, the district 
manager of the road services, and representatives as, 
required of the F.B.I., the Chambers of Commerge} 
and the National Farmers’ Union. Representatives of | 
these organizations will also meet at the national 
level. The district committees will examine such 
problems as re-routing, congestion and quicker turn- 
-round of traffic. o4 tas 


-— we 
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FINANCE AND COMMERCE 


~The Stock Exchange never has followed the ‘happy 
medium’, It deals in extremes. The market has shown 
an optimism amounting almost to bravado over the 
general election. Even if the optimism is fulfilled the 
event may have been so heavily discounted that there 
may well be a setback in values. 


Realistic Approach 

be accounts of Kelsall & Kemp Ltd, which we 
pn this week, leave one with a feeling that more 
might have been said by Mr J. Noel’ Walsh, the 
chairman, on the subject of stock valuation. ‘A 
realistic approach’, he says in his statement, ‘has 
been made to all stock valuations whether in hand, 
on the sea, or in Australia, As will be seen from the 
profit and loss account, a change has been made in 

the method of valuing work in progress.” 
The reference to the profit and loss account is 
presumably o Oe debit item of £31,535. In the 
balance sheet consolidated stock-in-trade and work 


Ë progress is shown at £1,488,013 as compared with 


1,004,076 a year previously, but in the actual 
accounts of 1950 the figure was £852,541. 

The loss of £74,007 for the year to June 3oth, 
1951, Mr Walsh says, is a direct consequence of ‘the 
unprecedented fluctuation in wool prices. For the 
first time since the end of the war, it was necessary 
to value all stocks for balance sheet purposes at 
market instead of cost price.’ 


Over-Depreciation 


The notes on the consolidated balance sheet of May 
| & Hassell Ltd contain a statement that the directors 
y decided to write down the book value of certain fixed 

bint to a nominal value at’ balance sheet date 

e asch 31st, 1951) ‘as a matter of financial prudence’. 

‘Such writing down, the statement continues, can, 
under the Companies Act, 1948, be regarded as 
excessive. It is estimated that as a result, a reserve for 
future depreciation has been created of approxi- 
mately £10,500. The auditors have not felt it neces- 
sary to mention the matter in their report. 

The company, with its headquarters at Bristol, is 
in business as importers of soft and hard woods, saw 
millers, . kiln driers, etc. This description of the 
business is very usefully given at the beginning of 
the report and accounts. 

The accounts also show, however, that the com- 
pany also has a farming sideline. Under farm 
property, land and buildings stand at £40,287 and 
motor vehicles, carts and implements, etc., at 
£19,899 and the stock on the farms as valued by 
licensed valuers and the company’s officials is given 
at £64,855. 

A Reader’s Point 
As we set down the description of the May & Hassell 
business, we remembered that some time ago a 


‘reader raised this particular point. Would we please 
state the nature of the business, he asked, when 
referring to public companies in this column. It is 
curious that there are still very many ‘companies — 
quite a substantial percentage — that give no indica- 
tion at all in the annual publication of the nature of 
their activities. 

` In some cases. the title of the company is itself 
descriptive. In others the chairman’s review covers 
the necessary ground. For the rest, one can refer to 
the Stock Exchange Official Intelligence, which 
includes short details of the business in the general 
particulars of each company. 

It requires no great effort or expense, however, to 
give this description in the annual report. It can be 
said that shareholders may be presumed to know the 
nature of the company in which they have put their 
capital but, in these days, fc [company reports through 
the Stock Exchange and the Press — including this 
column — reach a much wider public than the few 
hundred or thousand members of the company itself. 


Definition for Depreciation 
Mr R. F. Butler, chairman and managing. director of 
Kirkstall Forge Engineering Ltd, referring to the 
question of depreciation allowance, maintains that 
the company is ‘fined’ £25,000 a year for ‘trying 
to ensure that our men shall not be unemployed’. 


At looks rather far-fetched but on analysis the state- 


ment can be justified-at least in the way the 
chairman puts the argument. 

In the past when prices remained fairly stable over 
a number of years, he says, it was reasonable to fix 
the yearly depreciation allowance for taxation pur- 
poses as a percentage on the original cost of the 
plant. Today conditions are quite different as prices 
have at least doubled in ten years. The increased 
weight of taxation, he adds, makes the-matter far 
more important. 

In the company’s own case, the result, Mr Butler 
says, is that over £20,000 has to be provided this year 
in addition to the amount allowed free of tax, merely 


to be able to keep the plant in the same state of ` 


efficiency as it was before the war. 

But in fact, he continues, we have to earn £45,coo 
to provide this £20,000 as this money is looked upon, 
as profit and we have to pay tax on it. Unless the ` 
plant is maintained in good order, costs will rise 
and we shall not be able to compete, he says, in 
the world’s markets. And if we fail in this we shall 
lose our customers and our men will be out of 
work. Q.E.D. 

Money Market 
With applications some £38 million higher at 
£327,410,000 the market’s allotment of Treasury 
bills on October 5th was 58 per cent of requirements. 
The average tate was ros 2-64d per cent. This week’s 
offer is £250 million. 
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KELSALL & KEMP LIMITED - y 
AND ITS FIVE SUBSIDIARY COMPANIES 
Balance Sheet and Consolidated Balance Sheet as on June 30th, 1951 
June 30th, 1950 
(adjusted) 
Parent Company The Group Parent Company The Group 
only Consolidation only Consolidation | 
£ £ £ £ Fixed Assets £ £ £ £ 
At the net book amount on June 30th, 1948, less sales and less 
depreciation as shown: 
148,155 184,857 Freehold and leasehold land, water rights and buildings .. 148,155 ` 184,857 
6,741 10,086 Depreciation .. d Ne Sei ae d 43 9,518 18,205 K 
141,414 174,771 138,637 166,652. 
181,940 203,301 Plant and equipment .. os as Sé Se a. 180,406 201,767 3 
22,413 29,025 Depreciation nn 32,163 41,130 S 
159,527 174,276 148,243 160,637 
40,000 56,437 Goodwill and trade-marks .. e 40,000 HECKEN 
Additions since June 30th, 1948, at cost, Jess ‘depreciation as as 
shown: 
15,312 15,561 Freehold and leasehold land and buildings. . Ss ate 17,389 18,313 
` 2,200 2,200 Depreciation .. Se ve ee ee Ze 2,785 3,463 
17,012 13,361 14,604 14,850 
81,587 98,474 Plane and equipment .. ei AR TA ite .. 123,518 151,867 
12,141 18,109 Depreciation .. DÉI 23,338 30,999 
woe 69,446 80,365 100,180 120,868 
423,499 499,210 ` 441,664 519,444 
74,184 qo Shares In subsidiary companies .. 74,184 ~ 
497,683 $99,210. Total Fixed Assets .. x be Së SM 515,848 519,444 
14,561 14,561 Loans to employees for house purchase etc, iy ve 9,204 | 9,204 
S Current Assets 
877 449 1,004,076 y Stock-in-trade and work In progress .. or «- 1,343,760 1,488,013 
117,391 212,128 Sundry debtors and payments in advance te << sa 202,108 371,364 
60,000 75,090 Tax reserve certificates .. oe DÉI DÉI oe — 5,000 
254,441 297 166 Bank deposits and balances, and cash a SH Ss +» 207,766 210,537 
1,309,281 1,588,370 1,753,634 2,074,914 
53,709 — Indebtedness of subsidiary com panies .. KN ve a.. 46,050 — 
1,362,990 1,588,370 Total Current Assets..  .. .. ws 1,799,684 2,074,914 
Current Liabilities and Provisions 
94,759 115,159 Sundry creditors and accrued charges .. ae a ats 59,179 83,406 
—~ — Bank overdraft ate Ké ve we ds fe «. 778,745 801,818 
2,000 2,000 Miscellaneous provisions .. rà ats — — 
237,009 238,939 Taxation in the United Kingdom “(egal liability) we 254,000 241,050 
38,637 38,637 Proposed dividends (net)... os Se sá we Lie 75,069 25,069 
372,396 394,735 1,076,993 £151,343 
4,325 — Indebtedness to subsidtary companies .. Sr S 5,007 — 
376,721 384,735 Total Current Liabilities etc, Ser Si +» 1,082,000 1,151,343 
986,269 1,193,635 Total Net Curren: Assets .. 717,684 
1,498,513 1,707,406 Total Net Assets D oe oe As Gg 1,242,736 
Issued and Issued ond Authorized Issued and issued and 
fully paid fully paid Capital fully paid fully paid 
409,090 409,099 7 per cent Cumulative Preference Shares of £1 each £400,000 400,000 400,000 Í 
450,000 450,000 Ordinary Shares of £1 each de T 600,000 450,000 i 450,000 
850,000 850,000 £1,000,000 ' 850,000 850,000 
Capital Reserves 
83,599 83,599 Excess profits tax post-war refund ave SÉ SC .. 83,599 83,599 
~ 2 Sundries oe oe oe oe F — 225 
83,599 83,824 83,559 —— «83,824 
Revenue Reserves 
260,003 283,971 General and replacement reserves ga va gy .. 200,000 224,441 
82,379 91,070 Profits carried forward .. ae aie Se ek e 45,137 56,546 
och, 31,535 31,535 
373.914 406,576 245,137 280,987 
30,090 32,192 Staff superannuation OR ne ae Séi Ge e 30,000 32,192 
30,090 30,000 Employees’ amenities ae is ae 30,000 30,000 
131,099 195,084 Taxation in che United Kingdom “Guture ability) éx a 4,000 62,137 
564,914 663,852 309,127 405,316 
1,498,513 1,597,676 - Parent Company Shareholders’ Interests Së 1,242,736 1,339,140. d 
Outside Shareholders’ Interests in a Subsidiary S 
Company 
— 109,730 Preference and Ordinary Share Capital and Reserves — 113,079 
£1,498,513 £1,707,406 Total of Shareholders’ Interests .. Wé D £1,242,736 €1,452,219 
emm z J DN 
J. N. WALSH 
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CURRENT LAW 


Liability of Husband to Wife in Tort 


A man and his wife were injured in a car accident 
and the husband was found partly to blame. In an 
action by him and his wife against the driver of the 
car which collided with that driven by the husband 
and which caused the injury to the wife, it was held 
that the husband was not liable to contribute. ~ 
Devlin, J., held that the rule which provided that 
husbands and wives could not sue each other in thrt 
meant that the wife could recover the whole of her 
damage notwithstanding that her husband was partly 
responsible. The husband was not a tortfeasor under 
Section 6 (1) (c) of the Law Reform (Married Women: 
and ‘Tortfeasors) Act, 1935. (Drinkwater and Another 
v. Kimber (Law Journal, September 14th, 1951).)\ 


` Executors: Revocation of Probate 


A somewhat unusual application came recently before 
Kaminski; J., in Re The Estate of Galbraith, deceased 
(Solicitors? Journal, August 25th, 1951). The two 
executors of the deceased proved his will in 1945. 
The administration of the estate was difficult, con- 
sisiing as did the estate in part, of shares in Argentine 
companies. Medical evidence testified to the fact 
thet both executors were now old and infirm and 
incapable of properly administering the estate. "Thé 
Court was asked to revoke probate and to grant the 
applicant letters of administration de bonis non. All 
interested parties consented. 

Xarminski, J. said that it was for the Court to 
look after the interest of the estate and the bene- 


` ficiaries and, following the decision in In the Goods 


Ownership of Gold Brought from 
Occupied ' Territory 

In Bank voor Handel en Scheepvaart N.V. v. Slatford 
(Solicitors’ Journal, August 25th, 1951), Devlin, J., 
found for the defendant, the Custodian of Enemy 
Property, in an action brought by the bank for con- 
version. Before the war the Dutch bank deposited the 
gold in a safe deposit in London. When the Germans 
occupied the Netherlands the bank continued their 
domicile in Holland. The Royal Netherlands Govern- 
ment in London decreed that property belonging to 
persons resident in Holland should become the 
property of the state. In 1940 the Board of Trade 
made a vesting order transferring the gold to the 
defendant, by whom it was sold. 

Devlin, J., said that the only question was whether 
the decree of the Netherlands Government was 
effective to transfer the gold, a question which he 
decided in the negative. 


Foreign State: Jurisdiction 
The Federation of Pakistan, as the Government of 
Pakistan, entered into a contract with one Kahan for 
the supply of tanks. The contract provided that 
English law was to govern it and that the Government 
agreed to submit to the jurisdiction of the English 
courts. The plaintiff sued for breach.. 

The Court of Appeal upheld the decision of 
Slade, J., to the effect that the defendants could not 
be sued unless they submitted to the jurisdiction. 
The plaintiff-argued that the foreign sovereign had 
chosen to come to this country and enter into an 
_ ordinary commercial contract and that such transac- 

tion was on general principles outside the ordinary 
` doctrine of immunity, but the Court would not agree. 
It had been held that the mere fact that a foreign 
sovereign had agreed to submit to the jurisdiction 
was wholly ineffective if the sovereign chose to resile 
from it.. Nothing short of an actual submission, in the 
face of the Court, would suffice. (Kahan v. Federation 
of Pakistan (Solicitors’ Journal, September 1st, 1951).) 


cof Loveday ([1900] P. 156), he made the necessary 


orcer. 
Estate Agent: Commission 
A Āne point was decided in the Weston-super-Mare~ 
Coanty Court in April last by His Honour Judge- 
Paton in Lalonde Bros. and Parham v. Reynolds (Law 
Forrnal, August 31st, 1951). The defendant con- 
tracted to buy a house and to pay commission to the 
plaintiffs if they should ‘introduce a person able, 
ready and willing to purchase’. Mrs C. was intro- 


‘duced for this purpose on November roth, 1950. 


At that date although the prospective buyer had 
moneys with which to effect the purchase, they were 
not available until the consent of the Bank of England 
had been given. This did not arrive until November 
247th, reaching her agent on November 3oth, when it 
was discovered that the property had been sold to 
ancther buyer. 

The learned judge held that the prospective buyer 
was not in a position to complete until she had learned 
that the permission of the Bank of England had been 


- given. Moreover as the offer was mace subject to 


cor.tract, she could have withdrawn her offer. In his 
view, therefore, she was not able to’effect the purchase 
and thus the plaintiff had not introduced a buyer 
abl and ready to purchase. 


Contract: Motor-car Covenant 


In B.M.T.A. o Gilbert (Law Journal, August 24th, 
19:1) Danckwerts, J., found for the plaintiffs in an 
act.on in which the defendant sought to contend that 
the usual two-year covenant was unreasonable. The 
lea-ned judge held (oi that the restrictions on resale 
were in the interests of the public and of honest car . 
declers; that, therefore, the two-year period was not 
unreasonable and that the restrictions were valid and 
birding; (b) that in spite of the fact that there was no 
legitimate market in cars subject to such covenants, 
the measure of damages was the difference between 
the value of the car in the open market and the price 
of zhe car as listed by the dealers. 


-October 20th, 1951 


THE ACCOUNTANT 


383 


~CORRESPONDENCE - 


Letters must be authenticated ‘by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Capital Employed 

Sir, — It is a sign of progress that it is now much 
more common for management to assess relative 
profitability on the basis of capital employed. Capital 
employed is still, however, sometimes confused with 
net worth. Further, accountants do not always com- 
-pile capital employed figures on the same basis. 
There appear to be different views on the treatment 
of bank overdrafts of a permanent nature; reserves 
“for future liabilities; amounts held in trust, such as 
pension funds. Again, the method of valuing stocks 
can also affect this figure. It is very important that 
accountants should agree in their method of calcu- 
lation. l Be 
Further, government contracts are again becoming 
a major factor in industrial activity. Argument on 
` this subject between the manufacturer and the 
< Treasury would be reduced to a minimum if there 
were established an accepted practice in the 
profession. 

It would be interesting to have other views on this 
subject. 

Yours faithfully, 
F. SIMMONDS, 
Secretary and Chief Accountant, 

K. & L. STEELFOUNDERS & ENGINEERS LTD 
Letchworth, Herts. s 


Costing of Industrial Salt Bath 


Sm, — I should be glad if any of your readers could ` 


~ Suggest a method by which the operations connected 
-with a salt bath can be costed. ` 

This item of plant is used for normalizing com- 
ponents manufactured from light alloy, and consists 
of a closed tank charged with five tons of salt, and 
heated by gas burners to a temperature 500° F. 
‘Components are" immersed in this solution for a 
-period of fifteen minutes. 

A small wastage occurs which necessitates ‘topping 
up’ the bath frequently..The bath could contain a 
large number of small components or a small number 
of bulky components, so that bulk as well as weight 
have a bearing on the calculations. 

: Yours faithfully, 
"` RELDIF. 


Building Society Interest 
‘Sr, — With reference to Mr Neate’s comments on 
“this matter in your issue of September 2gth, the 
following observations appear relevant: 
‘The Commissioners receive the same amount of 
income-tax (as near as may be computed) as they 
would have received if the-special arrangement had 
not been in force; and if-for ‘sur-tak purposes tax is 


leviable on £4 5s 8d (from the example given) instead 
of on the true gross rate of £3 1s od, then the total 
tax receivable will be greater than it would have been 
if the special arrangement had not been in force. 
This seems to be inadmissible under the proviso to - 
subsection (1) of Section 23 of the Act, and it seems 
equitable that sur-tax should be levied on the true 
gross rate. In this way the total tax receivable would 
be the same as if the special arrangement for building 
society interest had not been applied. 
Yours faithfully, 
For W. & J. Leen Lon, 
P. LEIGH BRAMWELL, 
Bolton. Director. 


Quoted and Unquoted Investments 


Sir,- A synthesis of the law on the point raised 
by ‘Menthab’ (August 25th issue) in the words of 
the Companies Act, 1948, is: 
Eighth Schedule (1) (a) 
There shall be. shown under separate headings, 
„the aggregate amounts respectively of: 
(i) The company’s trade investments, 

(ii) [The company’s] quoted investments other than 
trade investments (subdivided, where necessary, 
to distinguish the investments as respects 
which there has, and those as respects which 
there has not, been granted a quotation or per- 
mission to deal on a recognized Stock Exchange: 
Eighth Schedule, 8 Gu. ` 

(iii) [The company’s] unquoted investments other 
than trade investments. 


‘Menthab’s’ auditor is thus right; his action in 
qualifying his report, in view of the terms of the 
statutory report ‘the information required by this 


“Act in the manner so required’, is properly within 


his discretion. ` ` 
Yours faithfully, 
Colombo. J. S. THWAITES. 


Sir, — I read with interest ‘Menthab’s’ letter appear- 


‘ing in the issue of August 25th. 


The recommendation of the Cohen Committee 


‘with regard to investments was perfectly clear, and 


paragraph 8 (1), Part I, Eighth Schedulé to the 


‘Companies Act is, in my view, also clear, viz. that 


under this subsection there is no need to differentiate 
between quoted’ and unquoted trade investments, 
and no need to insert the market value of the former. 


‘I can, however, visualize circumstances in which the 


market value of trade investments varies to a consider- 
able degree from the book value. In such instances 
it might well be that if this fact was not disclosed in 
the balance sheet that ‘docuiment would not show a 
‘true and fair view’ of the company’s position. Under 
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these circumstances it would also obviously be neces- 
sary to divide the trade investments between quoted 
and unquoted. Is this what ‘Menthab’s’ auditors had 
in mind? If not, I should be interested to hear how 
the words in the reference to the Companies Act 
indicated above, could be construed to require the 
two classes of trade investments to be shown sepa- 
rately in the balance sheet and the market value 
disclosed. 
Yours faithfully, 
` ROMNAN. 


Stocks, Standards and Variances 


Sır, — I was interested in the article by Mr F. Clive 
de Paula in your issue of September rsth last. It 
appears to me that there are many accountants using 
standard costs who have been faced with this problem 
and who have evolved a system to cope with it falling 
within the limits of expediency, conservatism and 
consistency. s 

When commencing a system of standard costs, the 
work in process and finished stock are revalued for 

- costing purposes at standard and the departmental 
raw material stocks at fixed prices. As these stocks 
stand in the financial ledger at balance sheet valua- 
tion, it is necessary to adjust them to standard cost 
by an entry, the other leg of which is entered into a 
stock provisions account. 

The costing department produces its cost state- 
ments either monthly or quarterly to show the 
standard cost of production and the variances which 
bring it back to the actual cost of production. ` 

The standard cost of production is credited to the 
manufacturing account and debited to the finished 
stock account, the standard cost of sales is credited 
to the finished.stock account and debited to the cost 
of sales account, and the variances are debited or 
credited to the manufacturing account and debited 
or credited to the cost of sales account. It will be 
seen that the balance on this cost of sales account is 
not consistent with previous years because the stocks 
were valued at standard and fixed price at the begin- 
ning and end of the period. 

In the stock provision account is the figure which 
was used to write the opening stocks to standard and 
fixed price. The closing stocks are, therefore, brought 
back to actual by another provision, the other leg of 
which is again posted to the stock provision account; 
the balance on the stock provision account represents 
a profit or loss to the firm, which is due to the rise or 
fall in the value of stocks caused by price fluctuations 
or by alterations in efficiency, wages rates, etc., and 
it is important that this figure should be known to 
the management. This balance is transferred to the 
cost of sales account and the financial position has 
now been ascertained on a basis consistent with 
previous years. 

The following system may be used to bring stocks 
back to actual: 


(1) Revalue departmental stocks of raw materials 
on the same basis as before the change to 
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standard costs (this can sometimes be done 
quite efficiently by a percentage). 

(z) Revalue the work in process stocks by using a 
percentage, varying according to the particular 
stage of manufacture. The full percentage will ` 
be the percentage of the total actual cost of 
production to the total standard cost of pro- 
duction. The other percentages will be based 
on an actual cost of production, including the 
price variances, but only part of the other 
variances, according to how much of them 
could have been incurred at that stage. 

(3) Revalue finished stocks by using the full per, 
centage ascertained above. Eu 

This system depends on the pattern of stocks being 

similar to the pattern of production. Actual costs of 
products can be prepared by analysing the variances 
by products and adding them to the product standard 
cost. If this can be completed in time, the finished 
stocks can be evaluated on this basis to overcome the 
pattern difficulty. 
Yours faithfully, 
ALAN KERSHAW, 
TD AC.W.A., AACA, S 


H 


Prestwich, Manchester. 


The Late Rev. R. H. S. Gobbitt, M.B.E., 
M.A., A.C.A. 


Sır,- I recently came across a letter written on 
June 7th by one of the former parishioners of the 
late Rev. R. H. S. Gobbitt, M.B.E., M.A., A.C.A., 
following my sending her the report of his death 
that appeared in The Accountant: 


‘Yes, I knew him well, he was one of the best 
priests I have ever met. He was clever and good, 
and such a worker ~ plain, outspoken, full of energy, \ 
he was at St Martin’s (Bristol) twelve years, When- 
first he came to St Martin’s, after Sunday night 
service he would go down to the docks and preach 
to a crowd of dockers. He was clever at music and 
to hear him lead the singing was a joy. Some folk 
complained about him talking too loudly, he had 
got a voice. One Good Friday I. was in church with 
only the congregation — not many of us — struggling 
through a hymn until he came to our help. 

‘I forgot to mention he was terribly injured in th 
war and was in hospital nearly four months, and was 
crippled for life. He had just helped a family with 
small children to safety when he was wounded by a 
bomb. I am sorry not to have saved all the maga- 
zines during those months, when he wrote such 
wonderful letters to his parish and never complained 
of his affliction. He was truly great.’ 


Maybe some of your readers will occasionally 
spare a thought, after the junketings of Torquay, for 
the chartered accountants who have not remained in^ 
the profession, nor gone into commerce, nor into 
nationalization, nor the Civil Service, but into the 
ministry. 

Yours faithfully, 


Newport, Mon. C. GORDON JOLLIFFE, 








Die on Thursday, 
pem. 

E Camp in the chair); Messrs K. W. 
, T. Fleming Birch, J. B. Burnie, J. Cartner, D. A. 
Clarke, J. Clayton, E. H. Davison, W, G. Densem, R. B. 
Dixon, E. S. Foden, F. M. Gilliat, G. S. Hamilton, S. C. 
Hand, E. A. Harris, K. Johnson, E. NM. Macdonald, D.F.C., 





J. H. Mann, M.B.£., J. W. G. Mitchell, R. A. Marden, \ 
H. Norris, A. H. Proud, A. P. Ravenhill, P. M. Rees, M.c., ; 


P. V. Roberts, L. W. Robson, S. A. Spofforth, C. M. x 
Strachan, opp, H. F. Strachan, G. H. Thomas, W. F.i 
Tidswell, R. Walton, and G. H. Yarnell, with an Assistant 
Secretary of the Institute, and Mr K.-H. Saunderson, 


Assistant to the Taxation and Research Committee. 


Full-time Assistant 
The secretary reported that Mr K. H. Saunderson, 
A.C.A., had been appointed as Assistant to the Taxation 
and Research Committee for a period of up to three 
years to undertake reference work and draftirig for 
the committee and its sub-committees. 


Standing Sub-Committees 


Reports of sub-committees as below were received 
and discussed: 


Cost Accounting Sub-Committee-Mr E. H. 
Davison. 

General Advisory Sub-Committee -Mr G. S. 
Hamilton. 


Taxation Sub-Committee -Mr F. M. Gitar, 
including report of the submission by the Council 
of three memoranda, in the preparation of which 
the sub-committee had taken a leading part, 
namely, memorandum for the Tucker Committee 
on Taxation Treatment of Provisions for Retire- 
ment, Part A memorandum for the Royal Com- 
mission on the Taxation of Profits and Income, 
and memorandum to the Chancellor of the Ex- 
chequer on the Finance Bill, r951. 


iag 
TACs 


Ad Hoc Sub-Committees 


The chairman of two special sub-committees reported 
progress. 8 
Next Meeting 


The next meeting was fixed for Thursday, September 
2oth, 1951, at 2 p.m. 


The sixty-first meeting of the Taxation and Research 
Committee was held at the Institute on Thursday, 
September 20th, 1951, at 2 p.m. 


Present: Mr W. G. Campbell {in the chair); Messrs T. 
Fleming Birch, E. P. Broome, J. B. Burnie, J. Cartner, 
D. A. Clarke, J. Clayton, E. H. Davison, W. G. Densem, 
R. B. Dixon, F. J. Eves, W. W. Fea, E. S. Foden, F. M. 
Gilliat, G. G. G. Goult, G. S. Hamilton, S. C. Hand, 
E. A. Harris, N. B. Hart, ong, T.D., E. N. Macdonald, 
D.F.C., J. H. Mann, M.B.E.. R. A. Marden, G. P. Morgan- 
Jones, T. P. Nicholls, A. H. Proud, P. M. Rees, m.c., P. V. 
Roberts, C. M. Strachan, opp, W. F. Tidswell, R, Walton 
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Reports of standing sub-committees as below were 
. received and discussed: 


Cost Accounting Sub-Committee- Mr E. H. 
Davison. : 
_ General Advisory Sub-Committee—-Mr G. S. 
— Harnilton. 


Taxation Sub-Committee — Mr F. M. Gilliat. 


Ad Hoc Sub-Committees 


The chairmen of two Geng sub-committees reported 
progress. 


Membership 


The following appointments to membership of the 
committee for the year commencing October ist, 1951, 
were reported: 


Nominated by Council: Appointments not yet made. 

Nominated by District Societies: Birmingham: Messrs 
R. B. Dixon, F.c.a., W. F. Tidswell, a.c.a. Bristol: Messrs 
E. A. Harris, r.c.a., P. V. Roberts, a.c.a. East Anglia: 
Messrs F. J. Eves, r.c.a., G. G. G. Goult, F.c.A. Hull: 
Messrs N. B. Hart, 0.B.E., T.D., F.c.A., H. F. Strachan, 
F.C.A. Leeds: Messrs. J. W. G. Mitchell, F.c.a., R. Walton, 
F.c.A. Leicester: Messrs K. Johnson, F.c.a., G. H. Thomas, 
A.C.A. Liverpool: Messrs E. N. Macdonald, D.F.C., F.C.A., 
C. P. Turner, A.C.A. London: Messrs D. A. Clarke, F.C.A., 
J. Clayton, a.c.a., E. H. Davison, A.C.A, W. G. Densem, 
F.C.A. Manchester: Messrs F. Carruthers, a.c.a., F. M. 
Gilliat, F.c.a. Nottingham: Messrs J. B. Burnie, F.C.A., 
R. W. Cox, F.c.a. Sheffield: Messrs S. C. Hand, A.C.A., 
A. G. Thomas, F.C.A. South Eastern: Messrs W. P. Elliott, 
0.B.E., F.C.A„ G. H. Yarnell, F.c.A. South Wales: Messrs 
R. P. Brown, A.C.A., and E. S. Foden, F.c.a. 


The following members were co-opted for the year 
commencing October ist, 1951: 


Messrs K. W. Bevan, A.C.A., J. Cartner, A.C.A., Stanley 
Dixon, A.C.A., G. S. Hamilton, A.C.A., J. Latham, C.B.E., 
A.c.A., J. H. Mann, M.B.E., F.C.A„, R. A. Marden, A.C.A. 
G. P. Morgan-Jones, F.c.a., T. P. Nicholls, a.c.a., H. Norris, 
A.C.A., R. J. Ogle, a.c.a., and A. H. Proud, A.C.A. 


Appointments to Sub-Committees 


The following members were appointed to standing 
sub-committees for the year commencing October 1st, 
Lost: 

Cost Accounting Sub-Committee: Chairman (ex officio), 
Vice-Chairman (ex officio), Messrs K. W. Bevan, R. P. Brown, 
W. G. Campbell, D. A. Clarke, J. Clayton, E. H. Davison, 
S. Dixon, W. P. Elliott, 0.8.8., W. W. Fea, R. A. Marden, 
R. J. Ogle, C. N. Storey, and H. F. Strachan. Recom- 
mended for co-optation: Messrs H. P. Finn, A.C.A., J. B. 
Prentice, F.c.a., A. C. Unthank, F.C.A., and F. J. Weeks, 
A.C.A. 

General Advisory Sub-Committee: Chairman (ex officio), 
Vice-Chairman (ex officio), Messrs T. Fleming Birch, 
J. B. Burnie, W. G. Campbell, F. Carruthers, J. Cartner, 
D. A. Clarke, E. H. Davison, W. G. Densem, F. J. Eves,- 
W. W. Fea, G. S. Hamilton, J. Latham, c.s.z., J. H. Mann, 










. Macdonald, D.F.c., G. Pi. 
and R. Walton. Recommende 
or co-optation: Messrs H. D. Bessemer, F.C.A., and J. Së 
Talbot, A.C.A. 
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The next meeting was fixed provisionally for Thurs 
October 18th, 1951, at 2 p.m. 


NOTES AND NOTICES a 


The Institute of Chartered Accountants in 
England and Wales ` 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on October 3rd, 1951, who 
completed their Fellowship or Membership before 
October 15th, 1951. 


, Associates elected Fellows 

Bangtiam, Harold Lawrence; 1920, A.C.A; (*Frank A. 
Bevan & Co), Exchange Buildings, Swansea. 

Blake, Alfred Charles; 1930, A.C.A.; Excel House, Whit- 
comb Street, London, WC2. 

Butterworth, Edwyn Mansfield; 1930, A.C.A.; (Gordon 
Emery & Co), Smith’s Bank Chambers, Market Place, 
Derby, and at Blackpool and Manchester. 

Claypole, Harold Alfred Blunt, T.p.; 1936, A.C.A.; (Hall, 
Winder & Co), 4 Queen Victoria Street, London, EC4. 

Cruse, John Bryon, T.p.; 1933, A.C.A; Queen Anne 
Chambers, The Strand, Barnstaple. 

Davey, Peter Doidge; 1939, A.C.A.; (Wood, Drew & Co), 
65 & 66 Chancery Lane, London, "wCs, 

Davies, Frederick Llewellyn; 1933, ACA: (Davies, Downs 
& Co), 82 Sankey Street, Warrington. - 

Edgcumbe, Stanley; 1939, A.C.A.; (Whitmarsh, Edgcumbe 
& Co), 70 Mutley Plain, Plymouth; also at London 
(Whitmarsh, Edgcumbe, Turner & Co); Taunton 
(*Whitmarsh, Job & Co); Helston and Truro (*Whit- 
marsh, Kitchen & Co). 

Fitch, Walter Arthur; 1924, A.C.A.; (Wilkinson .& Mellor), 
Leadenhall Buildings, 1 Leadenhall Street, London, EC3. 

Harrison, George William; 1940, A.C.A.; (Lancaster & Co), 
30 Waterloo Road, Wolverhampton, and at Tipton. 

Henshaw, Thomas William; 1938, A.C.A.; (Gordon Emery 
& Co), Smith’s Bank Chambers, Market Place, Derby, 
and at Blackpool and Manchester... 

Hill, William Charles Manning; 1930, A.C.A.; (Ogden, 
Manning Hill & Co), 11 Clarence Street, Cheltenham, 
and at Mexborough, Stratford on Avon and Winch- 
combe. 

Lofthouse, Ronald, M.C; 1939, A.C.A.; (Graham Proom 
& Smith), 18 John Street, Sunderland, and at Newcastle 
upon Tyne. 

Luetchford, Leslie Frederick; 1924, A.C.A.; (Wilkinson & 
Mellor), Leadenhall Buildings, 1 Leadenhall Street, 
London, EC3. 

Ogden, Harry Turner; 1928, A.C.A.; (Ogden, Manning 
Hill & Co), 11 Clarence Street, Cheltenham, and at 
Mexborough, Stratford on Avon and Winchcombe. 

Raymond, George Arthur; 1931, A.C.A.; (Creasey, Son & 
Wickenden), 12 Lonsdale Gardens, Tunbridge Wells, 
and at Bexhill, Chatham, London and Tonbridge. 


* placed against a Firm Name signifies that the Firm is 
not exclusively composed of members of the Institute. . 





Smith, Denis Augustine; 1937, A.C.A.; (Wright & West- 
` head), r, Martin Street, Stafford, and at Wolverhampton. 

Watkinson, Alfred Sheppard; 1930, A.C.A; (Bowman, 
Grimshaw & Co), 26 Birley Street, Blackpool, and at 
Fleetwood, Garstang and London. 

Wilkinson, John Walter Ogle; 1938, A.C.A.; (Wilkinson & 
Mellor), Leadenhall Buildings, 1 Leadenhall Street, 
London, EC3. ` 

Young, Charles Ernest Bermingham; 1928, A.C.A.; (Reeves 
& Young) and (Reeves, Gothard & Farries), 8 Laurence 
Pountney Hill, London, EC4; also at Canterbury (Reeves 
& Young). 

(Not in England or Wales) 


Benson, Derek Jessel; 1933, A.C.A.; (*Lowe, Bingham & 

` Thomsons), Naka gth Building, 14 Marunouchi 2- 
Chome, Chiyoda-Ku, Tokyo, and at Kobe and Shanghai; 
also at London and Singapore, (*Lowe, Bingham & 
Matthews). 

Villiers, Harold Roger; .1934, \.C.A.; (*Peat, Marwick, 
Mitchell & Co), 12 Market Street, Kuala Lumpur. 


Admitted as Associates 
(Not in Practice) 


Blackstone, Hugh Vaughan, with *Hogg, Bullimore & 
Co, River Plate House, Finsbury Circus, London, EC2, 

Coole, Roger Nicholas, with Tansley Witt & Co, 22-24 
Ely Place, London, EC, 

Francis, John Henry; with Bland, Carryer & McAlpin, 
3 St Martins East, Leicester. 

Greer, Alexander Hugh Courtney, 70 Bertram Road, 
Hendon, London, NW4. 

Hunter, Colin James, Selhurst Loge, Tavistock Road, 
Hartley, Plymouth. 

Ulingworth, Eric Henry, with *Armitage i & Norton, 
Station Street Buildings, Huddersfield. - Sen 

Morphy, George Philip, with Moore. Sc Sinalley, 9 Chapel 
Street, Preston. 

Newcomb, Charles Buckle, with T Jackin, Pixley & Co, 
Kent House, Telegraph Street, London, EC2. 

Ross, William Robert Metcalfe, with Turquand, Youngs & 
Co, 19 Coleman Street; London, EC2. 


APPEAL COMMITTEE 

Finding and Decision of the Appeal Committee of 

the Council of the Institute appointed pursuant to 

bye-law 108 of the bye-laws appended to the - 

Supplemental Royal Charter of December 21st, 

1948, at a hearing held on September sth, 1951. 
The Appeal Committee heard an appeal against the 
finding and decision of the Disciplinary Committee 
of the Council upon the following formal complaint 





October 20th; 1951. 


preferred 'by the Investigation Committee of the 
Council to the Disciplinary Committee: 


That Ernest John Woodhams, a. member of the 
Institute, has failed to’ pay the subscription payable 
by him under clause 11 of the Supplemental Royal 
Charter and bye-law 42 in respect of the year 1951 
for four months after the same has become due so 
` as to render himself liable under clause 21 (7) of 
the Supplemental Royal Charter to be excluded 
- from membership or to be suspended for a period 
not exceeding two years from membership. 
Having considered the record of the evicence 
given before and documents produced to the Disci- 
plinary Committee and subsequent correspondence 
passing between the appellant and the secretary of 
the Institute, the Appeal Committee ‘affirmed the 
finding and decision of the Disciplinary Committee 
that the formal complaint against Ernest John 
Woodhams had been proved and: that Ernest 
John Woodhams of 129 Queensway, London, W2, 
be excluded from membership ‘of the Institute. 


London and District Society of 
Chartered Accountants 

‘A lecture entitled ‘Points arising on the Finance Act, 

1g51’ will be given by Mr Frederick Grant, "gc 

on Tuesday next, October 23rd, at 6 p.m., in the Hall 

of the Chartered Insurance Institute, Aldermanbury, 

EC2. 


The Chartered Accountant Students’: Society 
of London 


The special course of lectures for Final candidates 
will be*given during the week Wednesday, October 
24th, to Tuesday, October 30th (except Saturday). 
Lectures will begin at 9.30 a.m. each day and finish 

t 5 p.m. On two evenings there will be special 
‘ectures and demonstrations of typewriter pattern 
and punched card accounting machines. 

The lectures are intended to provide students, 
after they have already covered the text-book know- 
ledge of their subjects, with the practical aspect 
expounded and demonstrated by speakers whose 
-daily work gives them special experience in the fields 
of modern accounting methods, liquidations and 
bankruptcy, the Stock Exchange, building societies, 
costing, trusteeship, foreign trade, industrial account- 
ing, insurance, banking, consolidation of accounts 
and company finance. 

Applications for the course should be made to 
Mr R. J. Carter, B.COM., F.c.A., Secretary, Chartered 
Accountant Students’ Society ‘of London, Finsbury 
Circus House, Blomfield Street, EC2. 


THE ACCOUNTANT 


387 


. Indian Income Tax. . 
RELIEF BASED ON. WORLD INCOME 


The Commonwealth Relations Office announced 
jast Wednesday that many people living in this 
country who draw income from India will have to 
pay a lot more Indian income-tax and super tax under 
recent Indian legislation than they need unless they 
promptly exercise their right to be taxed in future 
under the old system. 

All pensioners of the Government of India have 
been told about this legislation and advised’ what to 
do. But other people are also affected. The Govern- 
ment of India put a notice in certain United Kingdom 
newspapers on July 27th, describing the recent 
changes in Indian legislation. This notice seems to 
have escaped the attention of many people concerned ` 
in the United -Kingdom: for instance, owners of 
property in India or of shares in companies registered 
in India, and pensioners of Indian companies. 

Briefly, everyone in the United Kingdom who 
draws income from Indi and who is due to pay 
Indian income-tax this year will from now on have 
to pay tax on the whole of that income at the rate of 
at least 8s in the £, unless he makes a declaration in 


- writing, to.reach his Indian income-tax officer before 


October 3ist, 1951, that he wishes his Indian tax to 
be assessed ‘by reference to his total’ world income’, 
in which case he will be assessed on a sliding scale 
according to the size of his income from all sources. 
‘At present rates, everyone will find it worth his while 
to make such a declaration unless his income from all 
sources is well over £5,000 a year. There is one 
important condition, the declaration will be binding 


for all future years. 


If time permits, persons drawing income from 
India can obtain further particulars from the Chief 
Accounting Officer, Office of the High Commissioner 
for India, 55 Jermyn Street, London, Wr, but 
declarations, to be effective, must reach India by 
October 31st. 


Double Taxation Relief: Nees 
An Order in Council in respect of the double taxa- 
tion agreement with Norway relating to taxes on 
income was made on October 4th, and has now been 
published as Statutory Instrument 1951, No. 1798. 


_ The Institute of Actuaries 
An ordinary general meeting of the Institute of 
Actuaries will be held in the Hall of the Chartered 
Insurance Institute, 20 Aldermanbury, EC2, on 
Monday, October 2gth, at 4.45 p-m., when Mr R. F. 
Harrod, F.B.a., will open a discussion on ‘Savings 
and inflation’. Members may bring guests. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, S.W.1 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, Etc. 
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The Institute of Cost and Works Accountants 
MIDLAND REGIONAL CONFERENCE 


The second regional conference of the winter session 
took place at Birmingham on Saturday last, October 
13th, delegates being welcomed by the Lord Mayor, 
Alderman R. C., Yates, after which consideration was 
given to a paper ‘Experiences in applying standard 
costing for job production’, by Mr C. E. Power, 
F.C.W.A., A.C.A. During the afternoon a paper was given 
by Mr K. B. Warwick, A.M.1.MECH.E., on ‘Material 
handling and its effect on cost’. Before this paper was 
submitted, a film was shown which depicted industrial 
operations where considerable saving had been made 
as a result of applying the techniques of mechanical 
handling. 

At the luncheon held during the proceedings, the 
guest of honour was Mr J. J. Gracie, c.B.E., M.1.E.E., 
F.LLA., general manager, Witton Works, General 
Electric Co Ltd. Mr Gracie, a member of the Council 
of the British Institute of Management and a promin- 
ent industrialist, humorously recalled in his speech 
the good old days when the ‘boss’ employed the 
accountant and told him what to do. He suspected 
that present-day accountants had evolved a complex 
jargon to wholly blind the ‘boss’ with science. On a 
more serious note, he underlined the great need for 
accountants and other specialists in industry to 
express themselves in language which could be 
plainly understood by both management and workers. 

The conference was a great success and must have 
given pleasure to the President of the Institute, Mr 
A. W. Muse, F.c.w.a., F.A.C.C.A., who is a member of 
the sponsoring branch and chief accountant of the 
Public Works Department of the Birmingham 
Corporation. 


Association of Certified and Corporate 
Accountants 


Mr N. A H. Stacey, assistant secretary of The 
Association of Certified and Corporate Accountants, 
has been awarded a Smith-Mundt Senior Research 
Grant by the United States Government, and will 
work as a visiting scholar at the University of 
Columbia, New York. i 

The object of his visit is to study current account- 
ing development in the United States with special 
reference to education and research. Mr Stacey has 
been an assistant secretary of the Association since 
1946. Previously he was a member of the editorial 
staffs of the Financial News and the Financial Times. 
He studied economics at the Universities of Birming- 
ham and London, and in Hungary. 
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Personal 


Messrs R. F. Men & Co, Chartered Account- 
ants, of Ramsden Square, Barrow-in-Furness, regret 4 
to announce the death on September 3oth, 1951, of 
one of the partners, Mr RoNaLD Casson WHINERAY, 
F.c.A. The practice will be continued under the same 
firm name by the remaining partners. 

Mr Maurice SHERMAN, Chartered Accountant, 
practising in the name of MAURICE SHERMAN & Co, 
of 81 High Holborn, WC1, has now taken into part- 
nership Mr Maurice APPLE, Chartered Accountant, 
and the name and address of the firm has been 
changed to SHERMAN, APPLE & Co, 18 Seymour _ 
Street, Portman Square, W1. 

THE practice carried on by Mr Henry SMITH, 
F.S.A.A., who until September 30th, 1951, was a 
partner in the firm of Frep. A. Firron, WILSON 
and Martin, 30 Cross Street, Manchester, 2, has 
been amalgamated with that of J. D. Hamer & Co, 

1 Chancery Place, Booth Street, Manchester, 2. 
The joint practice will be carried on in the name of 
Henry Smits, Hamer & Co, of 1 Chancery Place, 
Booth Street, Manchester, 2. Telephone: Blackfriars 
2205 and 2975, and at Larkhill Buildings, St George’s 
Road, Bolton. Telephone: Bolton 5553. The partners” 
are: Mr Henry SMITH, F.S.A.A., Mr J. D HAMER, 
F.S.A.A.(HONS.), Mr J. A. Hamer, AS.a.4,, and Mr 
P. D. SMITH, A.S.A.A. 


Recent Publications 


A COMPARATIVE: EXAMINATION OF THE METHODS OF 
ScHEDULING ACCOUNTS AND EXPENDITURE ANALYSIS used 
by Local Authorities in England and Wales, by John 
Drury, A..M.T.A, 110 pp. 84 X 54. 208 net. The Institute 
of Municipal Treasurers and Accountants (Incorporated), 
London. 

Key to Income Tax, 1951-52, Finance Act, 1951, edition. 
223 pp. 8$ x ek 7s 6d, post free 7s od. Taxation Publish- 
ing Co Ltd, London. 






SEVENTY-FIVE YEARS AGO 

From Whe Accountant or OCTOBER 21ST, 1876 
Heavy Sentence on a Fraudulent Bankrupt 
At the Perth Circuit Court, before Lord Young, 
Thomas Methven, farmer, was charged with having, 
just previous to declaring himself bankrupt, pur- 
chased twenty-five cattle, for which he did not pay, 
and with having concealed £800 in money. Prisoner 
falsely alleged that his son, a young boy, had burned 
accidentally several Zroo notes. Lord Young said 
that as prisoner had pleaded guilty to buying the 
cattle, but refused to tell where the money was hid, 
he could not pass a less severe sentence than fourteen 
years’ penal servitude. 
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AUSTRALIAN ACCOUNTING 
PRINCIPLES 


N recent years, the Council of The Institute of Chartered 
Accountants in Australia has issued to members of the 
Institute a series of recommendations on principles regarding 


the construction of company accounts. It has now followed this 


up with a statement of what it regards as the accepted general 
principles of professional auditing practice. This has been con- 
sidered necessary because the Companies Acts of the several 
States lay down only a broad minimum; with which the auditor 
must comply, and it is essential that the opinions he expresses on 
the accuracy of company accounts should be based on firm 
accounting principles which are recognized and accepted by the 
profession throughout the country. Any decline in these standards 
would invariably result in a weakening of the prestige and authority 
of the profession in Australia as a whole. 

In order that these general principles may be seen in their 
proper perspective, the Council has prefaced its statement with 
some observations on the inherent limitations of financial accounts 
and the consequent responsibilities of the auditor in commenting 
on them. Accounts, it points out, are historical in character and: 


-are based partly on conventions, estimates and opinions. They 
_ are not, and cannot be, statements of fact so that the auditor 


cannot certify their accuracy to be absolute. He can at best report 
that, in his opinion, the balance sheet and (if required by law) the 
profit and loss account, exhibit a true and correct view of the 
company’s affairs. To be able to do so, he must have carried out 
what, in his expert ‘judgment, constituted a sufficient check of 
the company’s transactions and have satisfied himself that where 
estimates had to be made, the decisions of the directors or other 
officials responsible were reasonable. He must also have satisfied 
himself as to the soundness of the accounting methods employed 
and the wisdom and consistency shown in applying them. The 
Australian Companies Acts do not contemplate any limitations 
of the auditor’s duty in these respects. His unqualified report 
implies that in the course of his audit he has exercised reasonable 
care and skill expected of him as a professional auditor, irrespective 
of whatever weaknesses there may have been in the company’s 
system. 

The Council begins the main part of its statement by saying 
that, despite the growth and complexity of modern business, the 
general principles governing -the planning of sound auditing 
procedures have remained unchanged throughout the years. There 
has, however, been a change of emphasis. Audits of principle, 


‘calling for the greater use of intelligence and skill, have taken 
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the place of routine detailed audits. Under 
present-day conditions, only a test of the transac- 
tions in the accounting period under review can, 
in most cases, be made. Accordingly, the audit, 
while a safeguard, cannot be regarded as a com- 
plete safeguard. To make it more nearly so, an 
exhaustive examination of every material entry 
in the company’s books would have to be under- 
taken, and the cost of this scrutiny would almost 


certainly outweigh any advantages to be derived - 


from it. The Council considers, therefore, that: . 
. ‘the auditor in the exercise of his professional skill 
must properly balance the benefits to his client, 
against the cost involved, and develop a plan’ of 
audit that, with management’s collaboration, will 
secure reasonable protection at reasonable cost’. 
Some remarks madejrecently by Mr W. H. 
LAWSON, C.B.E., B.A., F.C.A., in his address on 
auditing at the summer course of The Institute 
of Chartered Accountants in England and Wales 
at Oxford were very relevant to this pronounce- 
ment! After listing twelve routine matters in 
which the client’s staff could co-operate with the 
auditor to facilitate the progress of the audit, he 
went on to say: 
‘in the evolution of future audit practice, much 
must depend upon ever increasing collaboration 
between accountants who are in practice and those 
who are in industry. With the growth of large- 
scale undertakings and of mechanized accounting 
the auditor is becoming increasingly dependent 
upon the system of control exercised by the 
company itself over its day-to-day transactions. 
Ta so far as this tends to relieve the auditor. of 
much routine checking, it is an advantage which 
should make for more efficient and useful audits’. 
The first task of the auditor in developing. the 
plan of the audit is to appraise the soundness of 
the accounting methods employed and the 
effectiveness of the system of internal control, 
for the scope and character of his subsequent 
detailed check will depend on the strength or 
weaknesses revealed by his initial survey. This, 
the Council considers, is an essential duty and 
the auditor’s client is entitled to rely on it being 
done as a preliminary to the audit. Legal responsi- 
bility for safeguarding a company’s assets rests 
primarily with the directors, and they must be 
reassured that in the internal control system of 
the company they have a device which, if it 
cannot prevent fraud, will at least ensure its 
prompt detection. In this connexion, the auditor 


1 The Accountant, October 6th and 13th, 1951. 
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must satisfy himself during the audit that no 
frauds by persons outside the scope of the internal « 
control scheme, e.g. the directors themselves, have ` 
been committed. 

When the auditor has carried out his survey 
of the system he should then be in a position: to 
determine the extent of his detailed check. It is 
the Council’s opinion that he need not duplicate 
the work of the internal control system, but 
practical tests should be made to ensure that it is 
working properly. It should also be constantly ~ 
under revision in the light of staff changes or 
alterations in company policy. In small com- 
panies, where little or no effective internal control 
exists, it is necessary to guard against the audit 
creating an unwarranted sense of security in the 
minds of the management, and the distinction 
between the two forms of supervision should be 
made clear. 

The Council concludes by stating that the à 
selection, as a fair sample of the whole, of a test 
period in which to check the detailed transactions 
and the extent to which the detailed transactions 
in that period should be checked, call for the 
highest degree of professional skill and judgment 
on the part of the auditor. It suggests that 
transactions during the sample period may be, 
where practicable, reviewed functionally: for 
example, purchases of raw materials might be 
traced from the original orders to the eventual 
payments to suppliers. But whatever pattern of: 
checks is chosen it must be sufficiently thorough 
to enable the auditor to assess the reliability of 
the records as a whole. 

Ma j. S. Fourges, the President of The 
Institute of Chartered Accountants in Australia, 
emphasizes in his foreword that, in view of the 
effect of circumstances, the recommendations are 
intended merely as a guide to, and not as a 
standard of, proficiency. This Ge readily under- 
standable, for in such a profession as auditing, 
where no two audits — or, for that matter, no two 
auditors — are alike, there can be no complete 
substitute for individual initiative. At the same 


principles enunciated in this Australian pamphl 
are so close to those preached -and put into 
practice —in Great Britain, because it indicates 
that the members of the’ profession in both 
countries are starting from the same Soung 
premises. 


‘time, it is stimulating to note that the mnie 
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BLEAK PROSPECT 


have made it abundantly clear that a large 

deficit on the United Kingdom’s overseas 
balance is in prospect. This has been confirmed 
by the half-yearly White Paper on the Balance 
of Payments (Cmd. 8379), which shows that for 
the first half of the year the net deficit was £122 
million. For the whole year it-may well amount 
to £350 to £400 million. A large deficit on our dollar 
account is no new feature for this country, 
unfortunately, but the present situation is more 
than usually serious. Comparison with 1949 is 
illuminating. The United Kingdom’s own balance 
of payments is far worse now than two years ago, 
when a large dollar deficit was matched by an 
almost equally large surplus with the sterling 
area. This time, there is no such large surplus, 
‘and during the first half of 1951, sterling balances 
held by other countries increased by £370 million. 
Moreover, it has just been reported that, in, 
September, Britain incurred a net deficit of 
£73 million with the European Payments Union. 
In consequence of heavy imports from Western 
Europe this country has become a debtor to the 
Union for the first time since its inception. By 
now, it may well be that we have passed the 
limit up to which we could borrow without 
repayment in gold. 
». Many unpleasant consequences can conceivably 
follow these trade movements; only two cari_be 
touched upon here. In the first place the country 
must make a determined effort to bring imports 
into balance with exports and invisibles. This 
can only be done by reducing imports and 
expanding exports. The magnitude of this task, 
which should not be underrated, is comparable 
almost with the burden of defence. The sacrifices 
which these two burdens entail have only been 
hinted at so far, but it would appear that unless 
we are prepared once more to seek American 
aid and are successful in getting it, life during 
the next few years is likely to be rather bleak, to 
say the least. Increased production could lessen 
the burden, and, of course, it is to be hoped that 
some relief will be obtained in this way. But 
shortage of materials and manpower will severely 
limit possible production increases. Many people 
must have wondered why it was possible for 


Te: trade returns of the last few months 


consumption to increase this year in spite of 
defence expenditure. The answer is that the 
growing adverse trade balance is the source of 
these additional resources. Next year consump- 
tion must fall heavily as imports are reduced and 
exports of consumer goods are pushed to the 
limit. 

In common with earlier balance of payments 
crisés which have affected this country and its 
fellow-members of the sterling area, this one is 
likely to be accompanied by a request to the 
Commonwealth countries to reduce their dollar 
imports. The Commonwealth countries have in 
the past loyally shared the burden falling on the 
sterling area, but should they at any time decide 
that their interests would best be served by 
curtailing their support, it would inevitably 
weaken sterling and make immeasurably more 
difficult the payment for imports from dollar 
areas. The present crisis is worse from the point 
of view of the rest of the sterling area than those 
which have preceded it. In 1947 and again in 
1949, cuts in imports from U.S.A. could, to a 
certain extent, be offset by additional exports of 
capital goods from Britain. There is now very 
little: scope for further exports of capital goods 
from this country since the engineering industry 
will soon be involved heavily with the rearmament 
programme. The Commonwealth countries are 
well.aware of this and their attitude to a reduction 
of théir dollar imports will doubtless be influenced 
by this fact. i 

It is fortunate in some ways that the sterling 
balances are now largely held by Commonwealth 
countries; particularly Australia, who has decided 
to retain the whole of that country’s gold output 
and use it as an independent reserve. South Africa 
has long been selling gold in the free market, 
and India is following Pakistan in its request 
that she be allowed to convert some of her sterling 
into gold; while Ceylon, a net dollar earner, is 
anxious to obtain a greater measure of independent 
control of her foreign earnings. -It cannot be 
gainsaid that the achievement of a balance 
between Britains imports and exports, the re- 


-building of the sterling area’s reserves to a safe 


figure, and the maintenance of the unity of the 
area, is going to prove a formidable task. 
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COSTING FOR INFLATION - II 


INTEREST ON CAPITAL AS ‘AN ELEMENT OF COST 
by A. H. TAYLOR, M.C., A.A.C.C.A. 


The Comparative Principle in Costing 
T HE present need for the utmost efficiency 
in production demands the utmost infor- 
mativeness in accountancy, which should 
represent one of the major tools of management. 
It is questionable, however, whether the con- 
ventional methods of cost accountancy are pro- 
ducing the information required in the peculiar 
` economic conditions of the present day. Con- 
tinuing inflation in the price of labour, material 
and general overheads has already created, as one 
of its inevitable consequences, an inflation in the 
amount and price of the capital required by 
industry. But the price which must be paid for 
the use of capital — an essential business expense — 
is rarely included when the outgoings of a com- 
pany are traced back to their sources — the 
different factories, departments, processes and 
jobs which give rise to the charges. This question 
of whether to include interest on capital in costs 
is an old theme of debate to which present 
circumstances have given a new importance. 
Probably the most vital functions of a costing 
system are: 
(a) to provide information for management as 
to the efficiency of departments and pro- 


cesses; 

(b) to show the profitability of individual 
products; 

(c) to assist the sales: departments_in BEES 
fixing. SC 


All these functions are dependent upon some 
principle of comparison. In considering efficiency 
the management will compare costs with stan- 
dards, budgets, past results, and with the costs 
incurred by other units of the organization or 
comparable processes. 

The profitability of individual products is an 
almost daily subject for comparison, and price- 
fixing is influenced by prices quoted for com- 
petitive and alternative articles as well as by the 
profit obtained by the business from other sales. 
In less critical days rough comparisons may have 
sufficed, but in the present period when the 
margin between profit and loss is often extremely 
fine and the complexity of business increases 
daily, a costing system must be arranged to tell 
the whole truth. 


. The author’s first article under the above title was published 
, in our issue of September 22nd last. 











Interest on Capital an ‘Effective Liability’ 


The overheads applied to costs invariably include 
a proportion which are ‘fixed’; that is, those 

which will vary only after a persistent change 

in-the volume of direct work. But the interest 
payable on debentures and other loan capital is 

usually omitted entirely from costs, although 

it is undeniably a ‘fixed cost’ of carrying on the 

business. Costs thus prepared represent merely 
apportionments of the figures shown in the 

trading account, and show no reflection of 
essential charges appearing in the profit and loss 

and appropriation account which must be met 

before any profit can be distributed or passed to 
reserve. Costs which exclude interest on loan 
capital are clearly incomplete, must seriously» 
hamper the attainment of a budgeted net profit’ 

by means of price adjustment or cost reduction, 

and entirely falsify any attempt at comparing 
costs or profitability between concerns with 

different loan capital. The situation is aggravated 

when there is a tendency to obtain fresh capital 

by means of loans rather than share issues. 

Whilst it is obvious that interest on loan capital 
must be paid or the business will be speedily 
brought to an end, it is not perhaps so imme- 
diately apparent that exactly the same conse- 
quences will ensue if the shareholders fail to Së 
paid a return on their investment at least co 
mensurate with that which they could have 
obtained on trustee securities. 

A failure to pay this minimum in any one 
year will create an effective debt owed by the 
company to the shareholders which the latter will 
expect to be met out of future earnings, in addi- 
tion to current interest. If this ‘effective debt’ is 
not satisfied within a reasonable period the shares 
will suffer a permanent fall in saleable value, and 
the company will still have to meet the liability 
in the consequently enhanced price of obtaining 
fresh capital. A continued failure to satisfy the 
minimum return will cause the shareholders to 
take action to realize what they can out of their 
holdings, eventually by forcing a liquidation. All 
shares are ‘cumulative’ so far as interest Lë" 
distinct from profit) is concerned. 

The minimum return must obviously be calcu- 
lated on the sum total of the proprietors’ interests, 
that is, issued capital plus appropriate reserves; 
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and for this purpose, the writer suggests, the 
fixed assets should be revalued on the basis of 
current market prices. 


Maintenance of the Capital 


The conclusion reached so far is that interest on 
capital is, on the hard facts of the situation, one 
of the unavoidable costs of industry. Even though 
the final accounts of a company are properly 
drawn up to show a profit, the shareholders, who 
are the company, would not agree that they have 
-made any profit at all unless they become entitled 
to something more than the return they could 
have otherwise obtained on, say, 24 per cent 
Consols. In many’ cases the minimum return 
required will be very much higher according to 
the current assessment of the risk of depreciation 
in the value of the investment. 
Failure to pay the minimum return on pro- 
prietors’ interests would create a liability which, 
_although without the same legal force, would be as 
_effective as the liability arising from failureto pay 
loan interest. The creation of a liability without the 
gain of an asset equivalent in value is, in effect, a 
depletion of the capital, and the payment of interest 
on capital, as distinct from profit, represents there- 
fore, a cost of maintaining the capital intact. If a 
clear and reliable picture of the cost of producing 
an article, providing a service or running a 
department, is to be presented, that picture 
should surely contain two parts: first, the his- 
torical cost, money actually paid away or legal 
liabilities incurred; and secondly, the cost of 
maintaining the capital invested in the department 
or apportionable to the product. This second 
main ingredient of costs should, it is suggested, 
include interest on capital as well as other charges, 
such as replacement costs which are in excess of 
the depreciation charged in the books. The total 
so arrived at could be termed the ‘current cost’ 
and would provide an accurate basis of com- 
parison for all normal purposes. 


Allocating Interest on Capital to Costs 


The allocation of interest on capital to depart- 
mental and product costs may involve some pit- 
falls. It would, for instance, be incorrect to apply 
the charge as a uniform percentage on the 
historical cost of each department, product or 
“process; for the capital sunk in department A. 
may be quite out of proportion to that in depart- 


ment B., when considered in relation to their ` 


respective output costs. A more logical method 
would appear to be to allocate to departments the 
total sum of interest on capital as calculated in 
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the manner proposed above, on the basis of the 
(current) value of the assets in use in each depart- 
ment, and then to apportion the resultant depart- 
mental total on some appropriate costing basis, 
e.g. machine hours. An interest charge allocated 
on some such realistic basis will rightly demon- 
strate that the cost of producing the products, 
providing the services, and running the sub- 
divisions of an industrial organization, involve 
varying proportions of interest on capital. It is 
more than probable that the scientific allocation 
of interest on capital to costs, would upset many 
long-established notions as to efficiency and the 
real source of a company’s profits. 

The determination of the correct rate of interest 
which is chargeable on the capital of a company 
might involve some headaches. Perhaps the appro- 
priate rate is that payable on a long-term loan 
to the company, and, in any event, professional 
accountants with a wide knowledge of industry, 
are well qualified to advise on the matter. More- 
over the charging of interest on capital at any 
reasonable rate would immensely improve the 
benefit derivable from comparisons of costs be- 
tween departments, branches and allied under- 
takings — a productive and popular field of study 
for management. 


Conclusion 

The published accounts of leading. companies 
are showing substantial reserves and provisions 
for such items as the replacement of fixed assets, 
tax and essential development — all required for 
the protection of the capital and all growing in 
importance as a result of the inflationary con- 
ditions. At the same time, the appropriation for 
the service on loans and the payment of dividends 
includes, it is maintained, an element of interest 
representing ‘an unavoidable cost of carrying on 
business. But wien, by means of a costing system, 
the attempt is made to trace the company’s out- 
goings to their source, to the activities which give 
rise to the expenditure, no reflection of these 
charges appears. 

I have endeavoured to revive an old argument 
on the grounds only of current business realities 
and have deliberately ignored the support of 
economic theory. Whatever the faults of the 
exposition, it may at least direct attention to the 
false impressions likely to be created when 
the financial accounts are subdivided into costs. 
Costing and financial accountancy must be 
unified into one science if management is to be 
given the information it demands in its quest 
for maximum efficiency. 
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THE VALUATION OF HOLDINGS 
IN PRIVATE LIMITED COMPANIES FOR 
PURPOSES OTHER THAN PROBATE - II 


by W. G. CAMPBELL, B.A., F.C.A. 


Adjustments for Subsequent Events 


T may now be assumed that the valuer has in- 
[net himself of the relevant facts regarding the 

general background and that he has prepared a 
statement of the assets together with a summary of the 
trading results, before taxation, for a period sufficient 
for his purpose. The adjustments, if any, made to both 
statements, will be those normally applied for a 
prospectus certificate in respect of any events occur- 
ring between the date of the last balance sheet and 
that of the share valuation, which directly affect the 
asset position at the former date or which directly 
affect the ‘maintainable’ element of the results based 
on past trading. Such events, for example, as realiza- 
tion of fixed assets, or sale of sections of the business, 
must entail elimination of the past results which 
were directly attributable to their retention in the 
business, while the declaration of dividends or distri- 
butions not provided for in the last balance sheet 
will directly reduce the net assets presented at that 
time. 

If, however, the events are connected with antici- 
pated trends, affecting the future and not the past, it 
is suggested that no adjustments should be made. 
Such events, for example a change of management or 
the acquisition of new resources or assets, which 
cannot affect the past factual results, or a maintain- 
able earnings estimate based on them, should be 
regarded as affecting only the future,. proper weight 
being given to them in computing the risk element 
in due course. i 


-z 


Current Mäülntainable Earnings 
Having completed the adjusted earnings summary; it 
remains to decide on the past results to be adopted as. 
foundation for the estimate of current maintainable 
earnings at the valuation date. It is usual to take a 
straight average of the annual results of the period 
and, for a steadily maintained business, this is a 
‘reasonable method.- If, however, there have been 
violent fluctuations in any years it may be fairer to 
eliminate years which were materially affected by 
non-recurring factors and are, therefore, not a sound 
indication of normal earnings. In such cases (whether 
eliminated or not) a lengthened period for review is 
necessary, so as to leave a reasonable number of 
normal years for averaging. Where extreme fluctua- 
tions are absent but the trend of profits is, markedly, 
The second and concluding part of a paper presented on 
October 1rth, 1951, at the autumnal meeting of The 

. Institute of Chartered Accountants in England and Wales, 


held in Torquay. The first part of this paper was-published 
in our last issue. 





upwards or downwards, only a weighted average, 
giving more emphasis to recent than to remote years, 


‘can obviate the risk that a straight average will be 


misleading. ' 

As a guide to the weighting of the average, if some~— 
time has elapsed since the last balance sheet, the 
trend of current results may be useful if this can be 
accurately estimated. Private companies do not always 
keep accurate interim statistical records, but it is 
usually possible to obtain a reasonably close approxi- . 
mation, which can be of use also in the risk com- 
putation. 

The average adopted represents the. current main- 
tainable earnings, before taxation, of the company 
in its trading capacity. There must be deducted, as a_ 
first charge, the basic profits tax payable on these 3 
earnings. If capital having prior rights has been ` 
issued a deduction must be made of the gross divi- 
dends payable in respect of such capital with the 
consequential distribution tax arising (subject to a 
deduction of the gross income from any assets segre- 
gated as representing funds not employed in the 
business, which income can be regarded as available 
primarily for payment of dividends on prior capital). 
The resulting figure will represent the net maintain- 
able earnings attributable to the equity shares. This 
result, capitalized at a rate representing the expected 
yield, will give a valuation of the total of the net ` 
assets (including goodwill and intangibles) employed ` 
in the business and applicable to the equity of th 
business. . . 

Risk 

There is no such thing as a riskless investment but, 
for the determination of the appropriate rate of 
capitalization for a valuation of company shares, it 
is generally assumed that the rate of yield to be 
obtained from gilt-edged stocks, represents the mini- 
mum yield sought by an investor who wishes to 
eliminate the risk element as far as pcssible and who 
expects a continuously maintained return. The 
augmented yield expected from an investment in 
shares of a public company represents largely the , 
risk attaching to the type of business, and the risk of 
fluctuation in profits and dividend. In the case of a. 
private company, to these general risks must be | 
added certain special risks which call for a further 
addition to the yield; upon reascnably accurate-« 
estimation. of supplementary risks depends the 
valuation of the shares: 

The personal element assumes primary importance, 
after the general risk elements common to all invest- 
ments are taken for granted. In private companies 
the separation of ownership and cortrol is less than 
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in public companies but the continued maintenance 

of efficient control is more difficult to ensure. It 

- follows that the probability of continuity in manage- 

ment assumes great importance as a risk factor. 

The asset position is important in this connexion 
not only as determining the available cover, but also 
when there is a material difference between ‘capitaliz- 
ation (which will include the goodwill element) based 
on a suitable yield and that based only on the amount 
of net tangible assets. The greater the difference the 
more necessity exists for the yield to be maintained 
at a level high enough to enable the investor to write 
_off, in a reasonable time, the goodwill element latent 
“in the purchase price in addition to compensating 
him for the other risks of any particular case. 

The factors which must be considered in measur- 
ing the. risk elements of private companies’ shares 
may be divided into those generally applicable to all 
investments in limited companies, and those which 
specially affect private companies. The general 
factors may be summarized: 

(a) Type of business carried on, and its place in 

the range between necessities and luxuries. 

— (b) Locality and security of tenure of premises. 

. (c) Length of time established. 

(d) Competition, actual and potential, and spread 
of customers. 

(e) Capital structure with special attention to 
priority classes of shares and to long-term 
liabilities, and the terms under which these 
have been issued or borrowed. 

(f) Management, particularly with regard to the 
prospects of continuity of management, and 
whether one or several persons actively manage 
the business. 

(g) The nature and value of the tangible asset 
backing and whether the assets are likely to be 
difficult of realization, are specially subject to 
obsolescence or are mainly of value only in 
the particular business involved. 

(4) Extent of the cover given by earnings in rela- 
tion to dividends on shares to be purchased. 

(t) The steady maintenance, or otherwise, of avail- 
able profits over the period and the trend of 
these profits at the date of valuation, the 
absence of material fluctuations in annual 
profits being a major factor. 

(R) Repayment obligations, if any, in respect of 
prior capital and loans. 

In addition to these general items the most import- 
ant additional elements of risk attaching to private 
companies’ shares deal with: 

(D) Marketability of the shares, as affected by 

special restrictions on transfer, usually specified 
~ in the articles. 

l (m)The powers of directors under the articles, 
especially where there is control by one 
individual only. 

(x) The value of the personal contacts of the 
management, if these are a material element in 
the business. 


re ` 
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Detailed consideration of these” points is not 
possible, nor would it necessarily be useful, owing 


_ to the numerous variations in each individual case. 


“Having considered the risk elements, taking care 
not to give attention only to factors which increase 
the risk to the neglect of those which diminish it, 
it is necessary to determine the rate of return, on 
the amount invested, which would satisfy a willing 
purchaser. For private companies the rate of return 
must allow for three elements: ` 


. (a) The minimum ‘risk free’ rate which may be 
taken as represented by the return from gilt- 
edged stocks at the time. 


..(b) An increased return, applicable to shares of 
various classes in public companies, represent- 
ing the risk compensations for such shares; 
the market quotations give a return com- 
pounded of these two elements which may be 
used for comparison and as a standard for our 
purpose. { 

(c) A further increased return. to compensate for 
special risks inherent in a private company’s 
shares, as compared with quoted shares. 


‘It is, unfortunately, not possible to express, in 
numerical form, the amount of supplementary return 
which should be added to the chosen standard to 
compensate for the appropriate risks in any company 
whose shares are being valued. In the case of public 
companies the differences between the gilt-edged 
minimum rate and the market return vary widely 
‘even among companies in the same class, and even 
with apparently similar records, This wide margin 
is wider still in the case of private companies, 
aggravated by the small number of share transactions 


-and the still smaller number of arms-length transfers, 


The valuer must exercise his judgment and be 
prepared to justify it from his experience, after 
giving due weight to all the evidence available, but 
it might be suggested that an increased earnings 
yield of 5 per cent would be the least expected from 
the equity shares of a good private company as com- 
pared with shares of a similar class in a public 
company. 

The proposal to control dividends: has introduced 
a new element the extent of which is not calculable 
in the absence of the necessary legislation. There is 
no doubt that some effect on equity shares’ valuation 
will result even although the earnings are not detri- 
mentally affected and the asset position may actually 
derive benefit from the freeze. The fact that for three 
years at least the normal trade risks of diminished 
dividends remain without any possible compensation 
by increases above the fixed limit must be taken into 
account, although at the time of writing market prices 
are moving up towards the pre-freeze level. 

. It will be apparent, as regards the subject of this 
paper, chat many private companies will escape 
control of dividends as a consequence of their 
relevant distribution being below the proposed 
{£10,000 limit. 
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Methods of Estimating Yield Required 
- Although, in previous considerations of the principles 
of valuation involving rates of return, it has not been 
necessary to draw a distinction between dividend 
yield and earnings yield, this distinction must now 
be discussed. 
In market price lists of quoted shares the ‘yield 
per cent’ given relates to the return on the buyer’s 
. price, based on recent dividends and is, therefore, a 
dividend yield. To compute the corresponding earn- 
ings yield is not possible without recourse to the 
company’s record, usually conveniently available in 
the form of an Exchange Telegraph card. 

In the case of private company shares (other than 
shares relating to prior capital which will be con- 
sidered later) the earnings yield is more important 
than thé dividend yield, chiefly because the dividend 
policy of private companies is apt to be almost ex- 
travagantly conservative and erratic. When, however, 
it is found that the continued policy of a private 
company in regard to mariagement remuneration and 
dividend distribution bas been consistent and sound 


in relation to the profits earned, a valuation based on’ 


dividend yield may be considered as an alternative no 
less equitable. 
In the absence of a sound and consistent policy, 
it is more equitable to deal with private company 
shares on an earnings yield basis, for which purpose 
the standards of comparison, in normal cases, must 
be discussed. : 
(a) Perhaps the most satisfactory method, which 
however is not always available, is to take, as 
the basis of comparison, shares involved in a 
public issue. If the type of business is reason- 
ably similar, and the market conditions at the 


date of the issue are not too remote from those. 


of the date of the valuation, the prospectus will 
disclose sufficient information to determine the 
expected earnings yield on the issue price and 
the background history should afford .some 
evidence of the comparative general risk factors. 
Even if some time has elapsed since a prospectus 
was issued, this method may be suitable if 
material changes in share market prices are 
taken into account. 
(b) An examination of the market lists will permit 
the selection of two or three public companies, 
as nearly as possible similar to the private com- 
pany for which the share valuation is required. 
The Exchangé Telegraph cards of each com- 
pany can be scrutinized with a view to selecting 
the most nearly comparable. Information suffi- 
cient for general risk appraisement can be made 
from the records available on the card and the 
earnings yield on the market price can be 
ascertained. 
Where the valuation concerns a small number of 
shares an average method may be employed by 
taking the average equity dividend yields of 
"several quoted shares, reasonably similar in 
character to those to be valued, and multiplying 
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` be a figure which, allowing for normal taxation 
and reserves, will give a’notional earnings yield. 
For example, with taxation at present rates - 
and a reasonable distribution policy, equity 
earnings might be as much as three times the 
amount distributed to equity shareholders. An 
average dividend yield of 10 per cent might 
thus represent an earnings yield of 30 per cent 
for the chosen sample. i 

It will be agreed that comparison is easier 

and more realistic with an actual company as 
standard than with the notional undertaking 
represented by dn average, and this method is_ 
only useful as a short cut in cases where the 
amounts involved are small. . 

Whichever method is adopted, the percentage 
earnings yield chosen as standard must be augmented 
by the percentage judged appropriate to compensate 
for the risk factors of the private company shares 
concerned in the valuation, so as to obtain an appro- 
priate earnings yield for such shares. 


Capitalization of Yield ` 
Capitalization of the net maintainable earnings in 
accordance with the earnings yield judged appropriaté” 
will produce an amount representing the total value 
of the net assets, tangible and intangible, employed 
in the business. 

Tangible assets not employed in the business, 
together with the income derived from this source, 
will have been previously segregated. Such assets 
will be valued by market prices if available, or by 
independent valuation, if unquoted, on the principles 
indicated above. The total of the values so obtained 
will be added to the above asset total ard, from this 
aggregate, will be deducted. if necessary, the nominal 
amount of capital ranking prior to the equity shares.‘ 
The resulting amount, divided by the number of 
equity shares, will give the share value required. 

If a material time has elapsed since the last balance 
sheet, an addition will be required, since private 
company share valuations are usually ‘cum div. and 
rights’, of the estimated net dividerd or rights 
accrued on each share on a day-to-day basis. For 
equity shares the previous distribution, other things 
being equal, may conveniently serve as standard. 


Recapitulation 
Before leaving the subject of the valuation of equity 
shares, it may be useful to recapitulate briefly the 
steps suggested above to value such shares. 
1. Prepare assets statement based on last balance 
sheet showing 
A. Tangible assets employed in the business: - 
(a) Net fixed assets; 
(b) Net current assets; 
B. Tangible assets not employed in the business; 
C. Intangible assets. 
2. Make such adjustments as are necessary by 
reason of events occurring after balance sheet 
date. 
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3- Prepare summary of trading results making such 
:adjustments as may be considered appropriate. 
4. Determine current maintainable profits applic- 
able to the equity shares, eliminating results 

shown for abnormal. years. 


5. Determine the equity earnings yield. of standard’ 


comparable company. 

6. Estimate supplementary yield required to allow 
for relevant risk factors, and compute total yield 
required. 

7. Apply this total yield to the current maintainable 
profits to. arrive at the capitalization of trading 
results. 

— 8. If appropriate add the share value represented 
by the assets not employed in the business and 
deduct prior capital issued. 

g. Divide the resulting amount by the number of 
shares issued, adding the accrued dividend on 
each share. 


VALUATION OF PRIOR CAPITAL SHARES 


l Fully-paid Preference Shares 


The discussion up to this point has been directed to 
the general valuation of private company shares, 
Without special consideration for priority classes of 
shares, since most difficulties occur in connexion 
with equity shares. When we turn to the fixed interest 
bearing or preference shares, the problem is, in 
several respects, more easily solved. 

The record of profits is important mainly for the 
indication it gives whether and to what extent the 
yearly earnings have exceeded the amount required. 
to ensure the continuation of the fixed preference 
dividends. If this essential is present the rate of 
dividend is the yield to be adopted for the purpose of 
valuation. An examination of prices of similar shares 
in public companies and the dividend yield derived 
from them will be made and the risk elements will 
determine the additional yield required for any 
particular private company. 

While the general risk elements and the special 
private eompany risk elements such as difficulty in 
marketability remain, even for preference shares, for 
practical purposes the main considerations are the 
extent of the asset cover, and the security afforded by 
the total earnings of the company. 

Should the profits summary result in estimated 
maintainable profits less than necessary to meet the 
fixed preference dividends, the valuation of prefer- 
ence shares will be on the methods suggested for 
equity shares since the preference shareholders will 
have a direct claim to the whole of the trading profits. 

Participating rights may cause difficulty unless the 
shares are already participating to the full extent and 
the continuation seems reascnably secured. When 
‘participation has been achieved only to a partial 
extent the most prudent course is to have regard only 
to the rate of dividends already paid and to ignore 
future possibilities, but in exceptional cases some 
enhancement of value due to future prospects may 
have to be recognized. 
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In determining the risks attaching to preference 
shares, assuming that the background of the com- 
pany’ is satisfactory, the chief attention should be 
given to the net tangible asset backing. Preference 
shareholders demand greater asset security than 
equity shareholders and it may be taken as a working 
rule that a preference share issue should be covered 
at least twice before it can qualify as a normal risk 
in that class of investment. Additional cover over and 
above that point need not greatly affect this element 
of risk but reductions below that level will increas- 
ingly justify higher yields. 

Similarly in relation to maintainable profits the 
amount should be several times that required to cover 
the fixed preference dividend, a less adequate cover 
will indicate the necessity for a higher yield. 

As in the case of equity shares selection of a suit- 
able standard of comparison from quoted shares of a 
similar type will be made. If the dividend yield of the 
selected standard shares is, for example, 5 per cent, 
and 2 per cent is judged adequate reward for the 
additional risks of the shares to be valued, a dividend 
yield of 7 per cent will be required to justify a par 
value for these shares. An 8 per cent {1 preference 
share would be valued at 225 rod and a 6 per cent 
share at 17s 2d, to each of which would be added the 
net dividend accrued on the share. ` 

An adequate supplementary yield is no easier to 
express in general terms for preference than for 
equity shares. In special cases an additional 14 per 
cent might be judged sufficient but, normally, 2 per 
cent would, perhaps, be regarded as the minimum 
additional yield expected. 

A difficulty in valuation may be met with when the 
preference shares in a private company bear a high 
rate of interest. If the company is well established, 
with a low risk factor, a valuation on a yield basis 
may give the preference shares a value considerably 
above par. In most cases the preference shareholders 
have no right to participate in assets available for 
distribution beyond the amount paid up on their 
shares. Vo‘untary liquidation is not so remote in the 
case of private companies as it is, normally, for public 
companies, and this fact must be borne in mind when 
the yield basis value exceeds an arbitrary amount. 

For example, preference shares may participate in 
profits to the extent of 10 or 12 per cent, which, on a 
dividend yield basis, might justify a valuation of 
30s or more. If, however, on a reconstruction or 
liquidation, the shareholders were entitled only to 
the par value of the share, a valuer must feel that 
some reduction in the yield valuation is called for. 
Opinions will differ on the reasonable limit in such 
cases but it may be suggested that, even if the chance 
of liquidation is remote, only very exceptional circum- 
stances would support a value exceeding 265s. 

In addition to the above considerations the valuer 
must have in mind any special rights which would 
pass with the preference shares, for example, rights 
to subscribe for other shares on favourable terms or to 
share in bonuses. Such rights are difficult to evaluate 
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but they justify an additional value being placed on. 


such shares as compared with otherwise similar shares 
without these rights. 


Redeemable Preference Shares 


The importance of a revision to and the extent of the 
consequent adjustment of a redeemable preference 
share valuation will be in direct proportion to the 
nearness of the date of the obligation, or of the option, 
to redeem such shares, either at par or for some 
other specific amount. 

It is a matter of opinion when the influence of a 
fixed redemption date skould begin to affect a share 
valuation. In the case of a prosperous company the 
redemption will be reasonably certain and a valuation 
occurring five years or less before the due date should 
take into account the redemption as affecting the risk 
element, giving due weight to the relative nearness 
of the due date in estimating the supplementary yield 
expected. 

This risk element may be regarded as reduced, 
op increased, as the date of redemption approaches 
according to ‘whether the amount payable on redemp- 
tion is greater, or less, than the share value indicated 
for a non-redeemable share. 

For example, if the shares valued above at 22s rod 
and 17s 2d were redeemable at par in three years’ 
time the expected yields might be adjusted to 74 and 
6% per cent, respectively, justifying values of 21s 4d 
and 18s 6d, the net accrued dividend being added 
as before. 

Any premium payable on redemption may be 
regarded as accruing over the five years before the 
due date, the accrued amount being added to the 
normal valuation. 

If the circumstances of the company are such that 
redemption at the due date is likely to be difficult, it 
is prudent to ignore the redemption element until 
that date is sufficiently near for a realistic estimate 
of the probabilities to be made. 

An alternative methcd, if redemption is reasonably 
certain, is to calculate, from compound interest 
tables, "the present value of the amounts of capital 
and interest which the shares will produce to the 
owner during the remaining period. 

For example, 8 per cent preference shares of £1 
each redeemable at 21s in five years’ time, assuming 
an expected rate of interest of 7 per cent, and calcu- 
lating, for convenience, on a holding of £ 100: 








E 

Present value of £8 per annum for four years 
(interest 7 percent) .. 27 

yy Ge £113 in five years’ time 
(interest 7 per cent) d 81 
108 
Accrued net interest, say .. a z 2 
£110 


The value of each share is 22s. 


Where an option to redeem exists there are factors 
more difficult to compute. Outside influences, such 
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as trends in interest rates, as we'l as internal condi: 
tions in the company itself, will influence th2 director: 
in decisions relating to the exercise of the option 
The valuation of the shares is, therefore, effected by 
prcbabilities the relative importance of which is no 
always easily resolved. All that the valuer can do i 
to consider whether the known relevant factors poin 
to an inducement to exercise the option at an earl 
date. If, in his judgment, they do so, he will adjus 
his value accordingly; it is tempting, but not justified 
to consider the length of time the option has remainec 
unexercised, and to give this consideration too mucl 
importance. The factor of probability does not greatly 
affect the case of shares which, on any selected basis 
are valued at an amount materially below par. There 
is little likelihood of the option being ex2rcised, fo: 
obvious reasons, even if the company, in such cases 
were in a position to finance the transaction. 


OTHER METHODS OF VALUATION 


General 

It has been assumed, up to now, that the valuatior 
concerns shares to which the nozmal principles apply, 
or nearly so, and that there is no dispute between 
the parties about the reality of the historical back- 
ground of profits or the condition and earning capacity 
of the assets. Where there is a material difference oi 
opinion, however, it may be recessary Zor a valuer 
to conduct the case with the methods assaciated with 
an arbitration. In such cases the valuer is more 
likely to be an independent accountant valuing as an 
expert, not as an arbitrator, who must begin his task 
with a minimum of knowledge of the facts relating 
to the past history of the company; he is also likely to 
be ignorant of the personalities concerned, an aspect 
which might be thought to be outside the problem, 
but is actually of the greatest importar.ce. 

The more difficult of such cases occur in the cir- 
cumstances referred to in (7) cf the list on page 356" 
and the preliminary steps are the same as for a valua- 
tion on the usual lines, The valuer, however, having 
prepared a statement of profits and assets from the 
audited accounts submitted, should ask the parties 
to submit in writing their respective views on dis- 
puted matters. It may be here emphasized that if, 
as may happen, the most recent accounts are them- 
selves in dispute and therefore not cartified, they 
should be ignored at this stage. It may be necessary 
to discuss the submissions in separate conferences 
with the parties until the issues are suffciently clear- 
cut to determine the next steps. 

When the differences relate to matters within the 
province of the valuers’ experience as an accountant, 
he will be able himself to determine what adjust- 
ments may be called for in the records and he may 
then be able, by applying the general principles, to: 
proceed to a fair valuation. it is possible, however, 
that the matters in dispute involve technical prob- 
lems which he is unable to solve, on which he should 
seek expert opinion, professional for preference. 


1 See Part I of this paper published last week. 
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The expert must be an independent person, the 
choice of whom should be approved by the interested 
“patties, indeed it is important that the valuer should 
keep them fully informed of any steps he proposes 
to take; for example, a personal inspection of assets, 
or discussions with the auditors. 

It may well happen that, after taking all practical 
steps, the valuer finds that a fair adjustment of the 
profits is not possible and he will be obliged to ignore 
the past results and to concentrate on the intrinsic 
asset value of the business. The submission made 
ge him will have revealed any material differences of 
pinion on tangible assets; these differences he will 
resolve by obtaining an independent valuation of fixed 
assets, and, by his own judgment in regard to the 
current assets and liabilities, with special attention 
to the valuation methods applied to stock-in-trade 
and work in progress should these items be challenged 
by either party. 

Goodwill, if any, surplus to that which may be 
inherent in the fixed asset valuations on a going con- 
cern basis, in this case becomes an arbitrary item 
usually disposed of by a compromise rather than 

valuation. Owing to this uncertainty about goodwill, 
-any valuation by this method is not likely to be com- 
pletely satisfactory to the valuer but if both parties 
are also less than satisfied he may feel that, if com- 
plete justice has not been possible, a reasonably fair 
result has been obtained. 

The intrinsic value of assets method is also applic- 
able in the case of a company which has beer estab- 
lished for too short a time to arrive at an estimate of 
the probable maintainable profits. It is indicated, also, 
in cases when a company has altered its methods or 
markets materially and the consequent trading effects 
have not had time to establish themselves sufficiently 
sto form a secure basis for a similar estimate. 

>- Similarly, for companies in a complete or partial 
state of suspended animation, the only practicable 
basis of share valuation will be the intrinsic worth of 


the assets. If the suspension arises from reorganiza-. 


tion, to be followed by renewed activities, a going 
concern basis of valuation will be appropriate, but 
where ultimate liquidation’ seems inevitable, break- 
up values for the assets may have to be substituted, 
and the valuation based on the lines of a statement of 
affairs. 
Companies Recently Formed 

The valuation of shares in new businesses, formed 
within five or less years before the date of valuation, 
must be treated as a special case in that the available 
data for determining maintainable profits may be 
insufficient in themselves. In some cases it may be 
possible to make cautious estimates of future results 
after consideration-of the scope for increased produc- 
tion, diminished costs, and probable markets. Such 
valuations must always be arbitrary and contentious, 
and the intrinsic value of the assets must be the most 
important factor until it is judged that the company 


is sufficiently established to apply the method of 


capitalization of profits with advantage. 
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Partly-paid Shares — 


Valuations, on whatever basis, of partly-paid shares 
are ‘subject to revision to allow for the circumstances 
on which further calls may arise. The revision must 
depend on an estimate, or perhaps judgment is a 
better word, of the most likely trend of events from 
the company’s known position at the time of valua- 
tion. A well established company with a prosperous 
record may make further calls with a view to ex- 
pansion and with a great degree of certainty of in- 
creased p-osperity as a result. In such a case, against 
the contingent liability on the shares, there. may 
reasonably beset off the consequential benefits which 
will ensue, or, at most, the adjustment of the valuation 
need be a nominal one only. More difficult, how- 
ever, is the case of a company whose financial position 
séems to be deteriorating at the time of the share 
valuation. The contingency for unpaid calls may be 
not only imminent but there is a greatly diminished 
chance of benefit accruing to the shareholder. An 
estimated proportion of the share valuation must be 
eliminated to meet this contingent loss and the only 
principle which can be given for making the estimate 
is for the accountant in such circumstances to be 
pessimistic. Instances have been known in the. 
stock markets of ‘minus’ prices being quoted in such 
circumstances, but, for private companies, instances 
requiring quite such drastic action: are of rare 
occurrence. 

Recent Transfers . 
In the event of an arms-length transfer of shares of 
the class to be valued having recently occurred prior 
to the date of valuation, the share value represented 
by the consideration paid must not be overlooked. 
The valuer’s estimate may require revision if there 
has been no material alteration in the trends of the 
business or outside influences. In all cases, if the 
transfer records a bona fide sale, it will probably be a 
better indication of ‘market value’ than any valua- 
tion based on empirical principles. 


TRANSPORT ACT, 1947 - 


Before concluding, although it is not strictly relevant 
to the theme of this paper, some comment on the 
methods of assessing compensation under the Trans- 
port Act, 1947, may be of interest. In the early stages 
after the passing of the Act, the British Transport 
Commission was empowered to purchase shares in 


. haulage companies at a valuation to be agreed between 


the parties; although, under the present compulsory 
procedure, the Commission acquires the assets of 
the undertaking and pays compensation for the cessa- 
tion of the business, the ultimate result is equivalent 
to a share valuation of the ‘haulage undertaking 
concerned, if carried on by a private company. 

_It is not necessary to deal with the general methods; 
laid dowa in the Act for arriving at the valuation of 
the assets used in the business, as such valuations are 
carried out by the expert staff of the Road Haulage 
Executive. Mention may be made, however, of the 
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special procedure to be used in the E A of goods 
vehicles, which is done in two stages: 

(1) The present-day replacement cost of the 

vehicle is ascertained from the manufacturers. 

(a) For each completed year of the vehicle’s 

life, depreciation of 20 per cent (on the re- 


ducing value) is deducted, the consequent - 


balance being adopted as ‘the value of the 
asset at the transfer date, subject: to; - 
(b) An amount fixed by the expert valuer, which 
"je added or deducted, according to the 
physical condition of the'vehicle. 

‘Reference is made to this matter later-in connexion 
with the adjustment of profits. 

.For the determination of the method of computing 
the appropriate amount of compensation for the 
cessation of the business, an amount closely analogous 
to the. value of the goodwill of an undertaking, the 
Act states: 

‘The Commission will pay such sum as may be 
` just, being a sum calculated by reference to the 
` average net annual profit as defined in the Ninth 

“Schedule of this Act, and not being less than twice 
nor more than five times the said average net annual 
profit. 

‘In considering the proportion which the amount 
of the compensation is to bear to the average net 
annual profits as so defined, regard shall be had to, 

- the likelihood or otherwise that profits at the rate 

` represented by the average net annual profit might, 
but for the operation of this Act, have been made 

- after the date of transfer by on ns on the EEN 
taking.’ 

The compensation, it will be pote: may be Kat 
on a number between two and five times the average 
net annual profits. It is a matter of considerable 
difficulty to fix this number for any individual case, 


‘as the only guidance given.by the Act is that it is to` 


be determined in proportion to the probability that 
the average annual profit would have been maintained 
in the future, but for the passing-of this Act. 

` An example of the method of assessing the com- 
pensation was given by the Transport Arbitration 
Tribunal in the case of Arthur F. Maggs Lid v. Road 
Haulage Executive. In the course of their judgment, 
the ‘Tribunal outlined the above-quoted provisions 
in the Act, and stated that, in this case they proposed 


to apply only the test of ‘maintainability of profits’. 


They also stated that a number of considerations had 
been put before them, all of which they considered 
relevant to the inquiry. These included the length of 
time the business had been established, the trend of 
profits in the three basic years, the spread of cus- 
tomers, the number of regular contract customers, the 
situation of the operating centre, the value of the 
owner’s personal contacts, the probability of his con- 
tinuing to serve the company, and other matters. 
After giving such weight as they thought proper to 
all these factors, they came to the conclusion that the 
number of years’ purchase might fairly be put half- 
way up the scale. They made an award computed on 
the basis of three and a half years’ profits as being the 
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sum that, in the circumstances, appeared to them to 
be just. 

As regards the method of computing the average 
net annual profit, the Act requires that there shall 
be ascertained the profit or loss which was made in 
each of the last three financial years prior to.the date 
of acquisition. For computing the profit or loss made, 
the Act gives no ruling apart from stating that there 
shall be deducted from profits such a sum as may be 
just in respect of wear and tear and provision. for 
replacement of assets used in the business; the 
method of valuing the goods vehicles already men- 
tioned would appear to indicate a method of com: 
puting the sum to be deducted from profits for wear 
and tear and provision for replacement. 

Whether this or some other method is used it is 
implied that the charge against profits in respect of 
this item should be based on the present-day re- 
placement cost. This constitutes a departure from 
normal accounting practice which will be of interest 
to those who argue that it is‘ only by providing depre-- 
ciation on present replacement costs of assets that 
true profits can be computed and the capital in a 
business preserved " intact. It is logical from the, 
Commission’s point of view as, in future, even under- 
the existing methods, depreciation has to be provided 
on the purchase price paid. 

On the whole, the Act appears to expect that, ir: 
computing profits, an accountant should follow the 
principles regarding adjustments for exceptional 
items which he would normally make in preparing a 
certificate for publication in a prospectus or offer 
for sale. 

The question as to whether or not excess profits 
tax and profits tax should be deducted in arriving at 
the annual profit, was also. dealt with by the Arbitra- 
tion Tribunal in the case quoted above. They decided 
that no such deduction should be made. 

In the judgment it was stated that no context 
could be found that would lead to the conclusion 
that ‘net profits’ in either Section. 47 (3) of the 
Act, or the Ninth Schedule, meant ‘divisible profits’. 
There has to be ascertained, not the. profit or loss 
made by the transferor in carrying on the under- 
taking, but the profit or loss made in the carrying 
on of the undertaking, regardless of the personality 
or identity of the person or body corporate carrying 
it on. . 
The Ninth Schedule requires that an amount 
equivalent to one year’s interest at a rate to be deter- 
mined by the Treasury, at present 3 per cent, on the 
value of the tangible assets transferred to. the Com- 
mission, shall be deducted from the’ average annual 
proiits. This rate would appear to represent the 
Treasury’s estimate in 1947 of the yield obtainable 
from an investment carrying the minimum risk. ~~" 

The Tribunal’s ruling on profits ‘tax referred to, 
with some other rules contained in the Ninth 
Schedule, are applicable only to the recuirements of 
the Transport Act, and need not obscure the methods. 
of valuation suggested elsewhere in this paper. Somé 
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comments on the Act seemed called for, taking that 
Act as an example of one method of approach. by the 
State towards determination of a fair value for shares 
in continuing businesses. 

An accountant, presented with a difficult valuation 
of shares in a private company, need not envy the 
facilities which a statute may bestow by fixing rules 
for his application. He will be well aware that rules, 
inflexibly applied, do not necessarily ensure’ that 
justice is done, From a variety of valuation methods 
(it would be a mistake to regard them as principles), 


be may. choose one as a means suitable to deal with. 


rwidely variable circumstances; the resultant valuation. 
may be questioned, but the fairness of his methods 
should always be unchallengable. 


Bibliography 
The following list, by no means exhaustive, is of 
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Mr Campbell’s paper was intended to be read in conjunction with that of Mr T. A. Hamilton B 
valuation of holdings in private limited companies for probate purposes’ which will be reproduce 
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country and overseas, relevant to the valuation of 
shares and goodwill: 


The Accountants’ Research Committee, Johannes- 
burg: “The Valuation of Goodwill and Shares and 
Debentures’. 1947. (This memorandum contains 
a large number of practical examples of valuations 

- in differing circumstances.) 
DH E A. Addy: ‘Share Valuations’. An address to 
the Dublin Society .of Chartered Accountants, 


1950. è 

A. V. Adamson: The Valuation of Company Shares 
ard Businesses. Law Book Co of Australasia Pty - 
Ltd. 1948. 

A. E. Cutforth: Methods of Amalgamation and the 
Valuation of Businesses, 1926. 

Thos. Greenwood: Article in The Accountant, 
June 17th, 1933. 

PD. Leake: Commercial Goodwill. 1930. 

H. E. Seed: Goodwill as a Business Asset. 1937. 


(Concluded.) 


nes, M.A., F.C.A., on ‘The 
in these columns next week, 


The remarks of the two opening speakers in the discussion following those addresses will appear at the conclusion of the second paper. 


— 
~ 
— 


Better Railway Takings 


In the four weeks ended with October 7th there was’ 
a noticeable improvement in the takings of British 
Railways and a slight improvement in the recruitment 
of those grades of railway labour which are par- 
ticularly scarce. The latter improvement can be 
measured only in hundreds, but even a small accrual 
is worth recording. 

On the traffic side there was an increase in both 
passenger and goods. takings. Following a rise in the 
“previous period of some 4-9 per cent, the advance 
recorded in the latest four-week period on the corre- 
sponding period a year ago was 5:5 per cent. ‘This is 
thought to be due in part to higher takings from 


Festival of Britain celebrations, and to an increase. 


in reservist personnel travelling at the Government’s 
expense, 
‘An increase of 11 per cent on the year was recorded 


by goods traffic, compared with an increase of 10 per’ 


cent in the level of freight rates as between the two 
periods. Coal and coke movements made a notable 
contribution to the increase. 


Freight Rates Recover 
A resumption of, grain trade chartering by this 
country caused a notable hardening of freight rates in 
September. The Chamber of Shipping index rose 
-over the month from 149-3 to 166-5. A seasonal 
advance at this time of the year is to be expected, 
but this upswing was much larger than usual. 


Part of the explanation may lie in the very large 


movements in the index which have been a feature 
in recent months. In May, the Chamber’s index 
reached a peak level ‘of 203-8 and then fell back 
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sharply to .179°0. In August, the index slipped ` 
further to 149:3. The September movement may 
therefore be something of an upward adjustment to 
the higher plateau of charter rates which now seems 
to be establishing itself. 

At present levels rates are nearly twice the level 


‘they were at this time last year. In spite, therefore, 


of the somewhat disconcerting swings to which the 
market seems prone at the moment, it is a reasonable 
assumption that ships are earning satisfactory i incomes 
at present. To corroborate the generally healthy state 
of the. shipping industry, it may be pointed out that 
the other and ‘unstatistical’ index of cargo shipping 
activity, namely the amount of tonnage laid up on the 
Clyde, is at present at zero. ` 
EE in Wool i 

The announcement at the end of last week that this’ 
country is going.to build up a reserve of 40 million 
pounds of raw wool, adds one more factor in the 
increasingly complex situation in the wool market. 
Prices have been exceedingly sensitive for some time. 


_ The recent and much publicized fall in the price of 


merinos and crossbreds, sliced off about two-thirds of 
the prices which had been achieved at the March 
peak. Towards the end of September a rally developed 
and prices rose strongly for a week or two, but these 
increases were not sufficiently large to make good the 
previous heavy declines. $ 
Basically, the world market for wool is thought 
to be about in equilibrium — that is, ‘prospective 
demand about equals supply. But this underlying 
fact has not prevented spasms of nervousness 
affecting prices, and any optimism there may be when 
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pricés take a sudden change for the better, is apt to be 
offset by the difficulty of estimating whether the 
public will come forward and buy wool textiles or 
whether it will wait yet longer in anticipation of 
further price delines in -finished textiles. In such 
circumstances, the official demand for 40 million 
pounds to be spread over the buying season is having 
more influence than would normally be the case on 
wool prices. . f 


Britain’s Deficit with E.P.U. 

For some time now it has been expected that this 
country would have a deficit for September with the 
European Payments Union. The results to August 
effectively wiped out the large credit balance built 
up in the earlier months of the year, and the seasonal 
factors which had helped to bring this state of affairs 
about as summer passed were still in operation during 
September. i 
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The net deficit for the month was just over 
£73 million, that is, about 205 million units of account 
— each unit being equal to one dollar. There was still- 
a cumulative surplus of £23 million left in favour of 
Britain in E.P.U.’s accounts at the beginning of the 
month, so the cumulative deficit by the end of the 
month was about £50 million. 


The Motor Show 


The annual International Motor Show opened last 
week, The fact that fewer new models are on show 
has ‘slightly reduced attendances up to the time of 
going to press (or has this been caused by the refusal 
of the British public to be tantalized further by the 
sight of goods it cannot buy?). Nevertheless, the 
industry has put on a brave show at a time when some 
valuable export markets are easing off and the prospect 
for steel supplies is not bright. 


U REVIEWS 


The New Society 
by Peter F. Drucker 
(Wm. Heinemann Ltd, London. 15s net) 
In the last forty years, efficient methods of mass- 
production have revolutionized the social and 
economic structure of the whole world. Mr Drucker 
wisely realizes that we have no option but to accept 
this phenomenon, and the problem he poses is how 
best to- harness. our new-found source of material 


power for the good of society without its members . 


losing these few remaining individual qualities which 
distinguish mankind from machinery. 

His own solution is an autonomous free-enterprise 
industrial society in which both the rights and 
responsibilities of its citizens would be clearly 
defined and rigorously observed. Government would 
be as. decentralized as possible and would be en; 
trusted to managers, able and ready to serve but not, 
like Plato’s Guardians, immune from worldly reward. 

Mr Drucker emphasizes that he envisages not 2 
Utopian society but ‘a livable society for our time’ 
and suggests that the present way of living in 
America, judging by actual institutions and prac- 
tices, is very close to it. He sturdily defends this, 
material outlook by quoting the dictum that before 
men can be Christians they have to become citizens. 


Group Accounts and Holding Companies 
by Angus MacBeath, C.A., A.C.W.A., 
and A. J. Platt, A.C.A. 
(Publishers) Ltd, London. 17s 6d net 
18s post free) . 

The first part of this entirely new work summarizes 
the reasons why holding companies, since the advent 
of the Companies Act, 1948, must produce group 
accounts, discusses the alternative types of accounts 
which may be adopted, and defines the legal require- 
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ments. The second part deals with points of principle , 
and procedure likely to arise in the preparation of the 
accounts, and the third works out in comolete detail 
the consolidated accounts of a group of companies 
with as complicated a set of inter-company relation- 
ships as is likely to be encountered in ordinary practice. 

The theoretical and the practical are skilfully 
dovetailed and the book may either be read right 
through as an exercise in logic or kept for consulta- 
tion as a work of reference. Probably it would be 
better to do both, studying first the precepts, then 
the example, so admirably demonstrated, and return- 
ing as the occasion demands for the abundant 
practical guidance it offers. \ 

Practical Book-keeping and Accounts 
(Advanced Stage) 
by E. F. Castle, B.Com., A.S.A.A. 

(University Tutorial Press Ltd, London. vos net) 
The author embarked on this new work because, in 
his opinion, many of the existing books on advanced 
book-keeping and accounts tend to be too compre- 
hensive and encyclopaedic and are not suitable for 
study by the average student. The standard at which 
he has aimed is that of the Intermediate and Final 
examinations of the Chartered Institute of Secretaries 
and this he seems to maintain comfortably yet with- 
out longueurs or irrelevance. Numerous questions 
taken from previous examination papers are appended 
at the end of each chapter. š 


Accounts Consolidated in Five Stages — 
by Ancrum Evans, T.D., A.C.A. 
(Celoplan Publications, London. 15s 6d net) 
One of the chief difficulties of the accountancy 


student is how to apply to practical problems the 
principles he assimilates from his reacing. In no 
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branch of higher book-keeping is this more marked 
than in the preparation of consolidated accounts. 
Even experienced accountants, accustomed to pro- 
~ ducing individual sets of accounts with, so to speak, 
a flick of the wrist, sometimes falter when con- 
fronted with the task of welding them into one 
group account. 

It is with a view to giving the student a “clearer 
perspective of the operation that Mr Evans has 
produced this novel folio. He first outlines his 
method and then demonstrates with diagrams and 
explanatory text each of his five stages. The examples 
he has chosen are intentionally elementary but his 

“exposition gains thereby in lucidity, and students 
blessed with moderate powers of concentration 
should have no difficulty in obtaining a clear mental 
picture of the whole process of consolidation within 
the limits of the given examples. 


A Course in Applied Economics 
by E. H. Phelps Brown, M.B.E., M.A. 

(Sir Isaac Pitman & Sons Ltd, London. 25s net) 

It is gratifying to find a textbook which analyses 
; some of the specific problems of the day; problems 
“which are in many ways more complex than those of 

pre-war, in the light of economic principles. The 
problems studied include those of prices under 
monopoly conditions, interest rates, equal pay, 
economic stabilization, devaluation and price policy 
in the public corporations, the latter being perhaps 
the most interesting one of all. 

Accountants, it will be remembered, are concerned 
with the individual business unit. They tend to 
forget that economists are concerned with the unit 
viewed merely as a part of a total economic complex. 
This book narrows the gap between the two view- 
ipoints and accountants should be grateful to Professor 

“Phelps Brown for his work, particularly as he has 
succeeded in avoiding taking sides i in many controver- 
sial issues. 


Handbook on Accounting, Statistics and 
Business Office Procedures for Hospitals: 
Section I- Uniform Hospital Statistics and 
Classification of Accounts 
(American Hospital Association, Chicago.) 
The need for control of hospital expenditure has 
been emphasized in the U.S.A. by the preponderance 
of private or semi-private patients and the need for an 
accurate basis for fixing hospital charges. This has 
led to a general realization of the need for a functional 
analysis of expenditure. The main object of this book 
is to offer, by a series of definitions, a basis for general 
use which should ensure greater uniformity in the 
preparation of hospital accounts and unit costs. 
~ Itis possible that Part I will be of greatest interest 
in this country, as it contains a clear definition of in- 
and out-patient statistics, and of those units of service 
which are considered necessary for the production of 
unit costs for all the main departments of a hospital. 
In Part II a code to cover all hospital income and 
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expenditure is set out, which provides, first, a classi- 
fication between capital funds and general funds, 
then divides the income and expenditure of general 
funds departmentally, and finally analyses, the 
expenditure of each department between salaries and 
wages and supplies and expenses. Parts III, IV, and 
V, give further details of what should be. entered in 
the balance sheet and general fund income and 
expenses accounts. The latter section, together with 
lists of hospital equipment which are shown at the 
end of the book with the estimated life for purposes 
of depreciation, gives a valuation definition of the 
basis of departmental expenditure which, if adopted, 
should provide useful and comparable unit costs. 


Specialized Accounting Systems 
by Henry Heaton Baily, A.M., C.P.A. 
(Second Edition) 
(Chapman & Hall Ltd, Lendon. 48s net) 
This book mainly describes'the specialized forms of 
accounting for contractors, departmental stores, stock 
and grain brokerage, water undertakings, air, road 
and rail transport and various forms of finance, 
banking and insurance. Under each of these headings 
a brief note on auditing requirements is also given. 

Since the publication is American, in many cases 
the business conditions with which it is concerned 
are so different as to limit the value of this book 
elsewhere. In other cases the form of accounts is 
statutory, again being inapplicable in this country. 
Nevertheless, accountants in the types of business 
covered may derive some benefit from checking 
British practice with American. 

The most valuable part of this book is the long 
chapter, not contained in the earlier edition, on 
system construction and instaliation. Separate sec- 
tions deal with the procedures for investigating and 
installing systems, with accounting machines, and 
with various practical matters such as classification 
and codification of accounts. For the benefit of 
students a list of questions is given at the end of 
each chapter. There is also a full index. 


Spicer & Pegler’s Income Tax 
Nineteenth Edition 
by H. A. R. J. Wilson, F.C.A., F.S.A.A. 
(H.F.L. (Publishers) Ltd, London) 
The publishers inform us that in their advertisement 
which appeared on page iv of last week’s issue, they 
gave an incorrect price for this book. The prices are: 
with supplement, 30s, post free United Kingdom 31s. 


SHORTER NOTICE 

THe Prorirs Tax Simpiirien, by Arthur Rez, 
B.COM.(LOND.), F.R.ECON.S., F.A.C.C.A. (Barkeley Book 
Co Ltd, Stanmore, Middlesex. 4s net, 4s 4d post free.) 
This extremely complicated tax is here summarized 
in thirty-four pages, which is hardly enough to give 
the bare essentials. Inevitably many questions are 
left unanswered. 
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FINANCE AND COMMERCE 


Stock markets during election week remained firm..- 


Business was mainly professional in character and 
rather wide fluctuations in prices at times indicated 
the difficult technical position in the market. 


British Celanese | 


This week’s reprint gives the accounts to June 3oth, 
1951, of British Celanese Ltd whose trade mark 
‘Celanese’ needs no introduction. The title page adds, 
however, that the business now includes plastics and 
chemicals. One change worth noting is seen in the 
balance sheet. ‘Plant replacement and special obsoles- 
cence, £600,000’ which appeared last year under the 
head of ‘Other reserves’ has now been altered to 
‘Reserve towards increesed cost of replacement of 
property and plant’ and} ìs now included under the 
heading of ‘Capital reserves’. With £1 million trans- 
ferred from the profit and loss account this year, the 
new reserve stands at £ 1,600,000. 

The notes on the accounts have not been included 
in the reprint, but it is emphasized. that they form an 
integral part of the accounts. This latter statement 
is particularly important because it is only in these 
notes that disclosure is made of the remuneration of 
the directors. 

Emoluments as directors, pursuant to the articles, 
have been voluntarily restricted to £18,000 (last year 
£20,000). In respect of services as executives, includ- 
ing pension contributions, the amount is {62,478 and 
there is a further £17,309 as pension in respect of 
services in executive capacity including £13,267 paid 
in commutation of part pension rights. 


New Capital 


The company has now reached the point where the 
introduction of further capital is considered necessary. 
Net expenditure on fixed assets during the year 
amounted to £1,230,413 and net current assets show 
an increase of £1,461,944. The principal feature is an 
increase of over £2} million in stocks mainly through 
higher raw material costs and higher wage rates. 
Since the end of the war, expenditure on plant 
expansion, modernization and replacement has 
amounted to over £52 million and after providing 
for future taxation, working capital has been in- 


creased by just over Ze million. Only £1-8 million ` 


has been raised in new capital in that time in the form 
of first preference. - 

In this connexion, the chairman, Mr G. H. 
Whigham, points out that, viewing the company as a 
continuing undertaking, the ordinary stockholders’ 
interest comprises subscribed capital plus reserves, on 
which basis the o per cent dividend represents a 
return of only 2-6 per cent less tax. 

Mr Whigham further points out that with the 
suspension of initial allowances, the company will be 
called upon to pay taxation much earlier than was 
expected when capital projects now in hand, were 


originally: planned. As an illustration, it is estimated 
that nearly £1 million will now need to be provided 
from other sources instead of being available, as was 
originally expected, by way of taxation relief. 
Application was made to the Capital Issues Com- 
mittee last June for permission to raise approximately 
£34} million in connexion with the company’s 
Wrexham project by the issue of ordinary shares, to be 
offered, in the first instance, to ordinary stockholders. 
The application was successful. e 


BE 


Extraordinary Resolution 


Authorized capital is normally regarded as something 
to be preserved. It is, in effect, the legal right to 
obtain the use of the share capital carrying limited 
liability, a right which has cost something to acquire 
by a payment to the national exchequer. If the capital 
obtained by the issue of shares is lost, restoration of 
authorized capital is permitted free of capital duty. 

There was therefore something extraordinary in 
the resolution recently put to a requisitioned extra- > 
ordinary meeting of shareholders in Western Manu-~ 
facturing Estates Ltd, to extinguish the unissued 
portion of the authorized capital. 

The company will be remembered under its 
previous title of Miles Aircraft Ltd, whose ordinary 
shareholders lost practically their all in a drastic 
reconstruction. Present owners of the loan and share 
capital mainly represent the creditors and preference 
holders in the Aircraft company whose main object, 
according to the requisitionists, is to see their money 
back as soon as possible. No ordinary dividend is 
payable until loan and preference capital has been 
redeemed. i 

A question of policy -and principi ~ has now À 
arisen. A majority of the board is in favour of issuing” 
further capital to acquire other business. A dissenting ` 
director feels that the board should concentrate on 
what the company already has; or, at least, that 
shareholders should be consulted before any new 
venture is undertaken. 

And the simplest way to that end, he considers, is 
to cancel the authorized unissued capital by ordinary 
resolution, leaving the directors in the position of 
having to ask for creation of authorized capital if they 
persist in their policy. The reconstruction left the 
company with £r million authorized and only 
£207,450 issued capital. 

At the extraordinary meeting the requisitionists’ 
resolution was defeated. 


Money Market 
With applications some {£26 million lower at- 
£339,885,000 the market’s allotment of Treasury Bills 
was 64 per cent of requirements on October 19th 
against 58 per cent previously. The average rate was 
10s 2°57d per cent and this week’s offer is reduced to 
£230 million. There is no Treasury deposit receipt call. 
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BRITISH CELANESE 


Balance Sheet 





$950 



















Share Capital and Reserves Issued and 
í Capital; converted D 
S Authorized into Stock 
3,500,000 7 per cent Cumulative First Preference (£1 Shares) £3,500,000 {£1 Units) £3,500,000 - 
7} per cent Participating Second Cumu- 
4,250,000 lative Preference we we .. (£l Shares) 4,250,000 (£1 Units) 4,250,000 
2,211,333] 10s Ordinary as wee we .. (IOs Shares) 2,700,000 (10s Units) 2,211,333/10s 
9,961,333} 10s £10,450,000 9,961,333) 10s 
Capital Reserves: 
97,112 General (see Note | on page 12). Di 4 A Sa Zë e 145,539 
277,768 Excess Profits Tax Post-war Refund .. sie Se GE Ce e 277,768 
600,000 Towards Increased cost of replacement of Property and Plant .. SS .. 1,600,000 
974,880 2,023,307 
Other Reserves: : g 
1,600,000 General .. Gë SS Zi Di čs ka Säi Sé P .. 2,600,000 
574,188 Profit and Loss Account vë Se a ae Ss Sé ws së 649,455 
2,174,188 3,249,455 
13,110,401 /10s 
Funding chreificates carrying Interest at 5 per cent per annum Issued pursuant to 
Resolucions passed in General Meetings held on December 8th, 1942, redeemable 
(1,145,774) out of profits ~ Nominal amount outstanding .. Ge Su Ss Së ge 914,006 
Future Taxation 
United Kingdom Income Tax; 1952-53, based on profis for the” year ended lune 
1,521,148 30th, 1951 DS wa Së Sa 2,663,902 
765,000 Equalization Account (see éi 2 on page Got 1,045,000 
2,286,148 
Debentures and Mortgage 
4 per cent First Mortgage Debenture Stock — Authorized amount, £3,000,000: 
2,572,761 Nominal amount issued vg eg Ge Dé ae ie ei ax 2,572,761 
210,074 less Redeemed to date Sé Ge ë sa T Sé eg +» 308,790 
2,362,687 Outstanding, redeemable not later than December 3lst, !978 at 1024 per cent 2,263,971 
3} per cent Second Mortgage Debenture Stock, 1951-80 — Authorized amount, 
£1,000,000, with power to increase to a total of £1,500,000: 
1,000,000 Nominal amount issued w ak D a D vi #3 .. 1,000,000 
45,227 Less Redeemed to date DI de om kg SS a Sa Ne 53,727 
954,773 Outstanding, redeemable not later than September 30th, 1980, at par .. DÉI 946,273 
3,317,460 3,210,244 
Mortgage — Secured on Leasehold Premises, Hanover Square, London, and on 
150,000 Mortgage Redemption Insurance Policy es Ge D SN ya e 150,000 
3,467,460 
Current Liabilities and Provisions 
1,126,984] 10s Creditors and Accrued Charges .. A Vë Se en Sida wits “aoe »» 1,423,769/10s 
Amounts owing to Subsidlary Companies on Current ECH (less dividends 
200,678 receivable) ae DÉI DÉI DÉI Di oe . is ah ES 224,319 
Amounts unclaimed in respect of Dividends, Interest on Funding Certificates and 
2,364 redemption of Funding Certificates .. Ga S wie ve Ki 4,380 
8,657 interest (gross) accrued on Mortgage Debenture Stocks D DÉI DÉI oe 8,235 
1,338,683] 10s $,660,703/10s 
Provision for 
Excess Profits Tax and Profits Tax on profits to June 30th, 1951, and Income Tax 
1,715,415 on profits to July Ist, 1950 .. n Ja os D DÉI .. 2,956,636 
49,407 Deferred Repairs, less expected saving of Income Tax when Stee effected .. 10,664 
641,143 Other Liabilities .. se E SS Bs oe DÉI OS ae ae 582,100 
2,405,965 3,549,400 
243,338 Amount to be applied in the purchase or redemption of Funding Certificates .. 556,671 
Dividends, Participation Second Preference and Ordinary: 
— Interim, since paid SN vie D gé Se ee aa ix Si 92,875 
162,165 Final, recommended for payment on November lOth, 1951 Se D e 46,438 - 
162,165 139,313 
4,150,151] 10s 
£23,014, 161 








15,234,095/10s 


3,708,902 


3,360,244 


5,906,087/10s 


_ £28,209,329 
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LIMITED 
at June 30ch, 195! 
` 
“Sj ee 
$950 
£ aks £ £ - 
Fixed Assets 
15,409,223 Land, Bulldings, Plant, Machinery and Equipment, at cost (see Note 4 on page 12*) 16,392,685 
7,704,039 Less Accumulated Depreciation to date Se Së A Sa So ,. 8,249,302 
7,705,184 Keesen 8, 143.383 
1,922,418 Goodwill, Patents znd Patent Rights, at cost, fess amount written off Di Se 1,922,418 
33,140 Mortgage Redemption Insurance Policy — Premiums D? to daze .. me ee 55,426 
Investments, at cost: 
22,100 Trade — Unquoted Se te: S es ee 24,200 
25,549 Associated Companies (Market valisi at ARA 30th, 1951, ei Kei? 229) i ge 25,549 BECH 
Subsidiary Companies: 
Shares, at cost, ‘ess amount written off Se Ss Se SR Ss oe 485,000 
Amounts advanced on Loan Account .. aia any oe Ss ae ae 97,675 
a 582,675 
e 10,753,651 
erent Assets 
xs, at or under cost, as certified by the Company's Officials .. a i 5,870,748 
ebtors and Payments in Advance Se ae . d ( 1,856,623 
Amounts owing by Subeldiary Companies on Cirene Aeon: nduding dividends 
receivable) Gs S Se Se Sé KA së 370,542 
Tax Reserve Certificates .. ve Ss a d ey Bs ty aud 5,241,800 
Cash at bank and in hand a. sis ae 3 ae Se se Se 4,115,965 
17,455,678 
` $ These notes are not reproduced. — Editor. 
£23,014,161 3 ` £28,209,329 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Government Investigations: 
Accountants’ Fees 


Sir, — May I, through the medium of your columns, 
draw attention to a matter which may be of interest 
to many practising accountants. 

For some time now it has been the custom of 
Government departments exercising jurisdiction over 
price control, on being asked by trade organizations 
to adjust controlled prices in the light of changed 
conditions, to engage accountants to carry out an 
investigation in order to ascertain what profits have 
in fact been made by pa members of the trade 
concerned. 

The investigating accountant very naturally seeks 
the assistance of the trader’s accountant in order to 
obtain his results with the minimum of work and 
time. Obviously the trader’s accountant is normally 
very happy to be of as much assistance as possible 
and in addition to placing his existing records at the 
disposal of the investigator may find himself spending 
time, amounting in all perhaps to several days, 
explaining accounting methods and generally assist- 
ing the investigation. 

As things are at present, the investigator is re- 
munerated by the Government department con- 
cerned, on the basis of time spent by his various 
grades of employees. No provisions exist whereby 
the trader’s accountant can be remunerated for the 
time he gives to the job. Clearly he cannot charge his 
client for why should a client pay for such work? 
He cannot charge the Government department con- 
cerned. He cannot charge the investigator, for 
although the latter will have been saved a considerable 
amount of time and effort he is only remunerated. by 
the Government department on the basis of the time 
spent by himself and his staff. 

Whilst no accountant would be likely to withhold 
his assistance on account of there being no fee, it 
seems grossly unjust that there should be no means 
whereby he can be paid for his time spent. Were he 
not to assist, the investigator would draw a sub- 
stantially higher fee from the Government depart- 
ment and it seems that part at any rate of this saving 
ought to be paid by the Government department to 

the accountant who has assisted in making it. 


Yours faithfully, 
J. ALISTAIR FORDYCE. 
London, ECI. 


[The Board of Trade states: The investigator would 
approach the trader’s accountant only at the sug- 
gestion or with the agreement of the trader and on 
the basis that the latter instructs his accountant to 
furnish the required information. The accountant 
should look for his fee to the person instructing him, 


meet some part of the cost of the inquiry.] 


namely, the trader. Your correspordent seems to 


‘consider that it is unfair to expect the client to pay, 


but it does not seem unreasonable that, where an 
inquiry arises in the circumstances which are out- 
lined, the members of the trade concerned should 











French for ‘True and Fair View’ ? 
Siz, ~ I refer to the difficulty raised Ey Mr Bo 
Paterson in your issue of October 13th. 

If a French auditor were required bv lay 
that financial statements give a ‘tru 
I suggest he might say that they ‘ 
et ratsonnablement, la situation 
résultats de Dexercice....’ 


Yours faithfully, 
D. K. H. CHRIS 
London, W3. 


SIR, - Mr Bourne-Paterson’s inquiry (October 13th 
issue) for a French translation of so vague and 
indefinite an expression as ‘true and fair view’ is not 
easy to answer, particularly as the Freach language 
is more precise than English. 

However, I suggest that the following might be a 
fair equivalent: 

‘Un exposé juste et honnéte.’ 


Yours faithfully, 
ARTHUR REZ, B.coM.(LOND.}, F.A.C.C.A. 
London, NW2. 


Sır, — In your issue of October 13th, Mr Bourne- 
Paterson asks for a French translation of the words 
‘true and fair view’ as used in the Companies Act, 
1948, 

The first thing to do in this case is to translate the 
phrase into English; the word ‘view’ here is used in a 
most unusual sense. Strictly: speaking, a view can 
only exist in the mind of a beholder, and his view 
changes according to the angle at whick he looks at 
whatever it is he is looking at. The figures in a 
balance sheet do not constitute a view; they are, 
however, a statement or presentation, and the 
equivalent in the French language is compte rendu. 
The word ‘fair’ is also open to criticism — fair to 
whom? What the legislator had in mind was ‘impar- 
tial’, and this goes over into French withcut change. 

Translated into English, the phrase ‘true and fair 
view’ now becomes ‘true and impartial statement 
and the rest is easy. Compte rendu vrai et impartiale 
is as near as I can get. 

E faithfully, 
: R. A. HADRILL., 

London, EC2. 
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AN ACCOUNTANCY OCCASION IN HOLLAND 


Yearday of the Netherlands Institute of Accountants 


Accountants from Belgium, Denmark, England, 
Finland, France, Germany and Sweden were among 
nearly 450 members of the Netherlands Institute of 
Accountants whose accountants’ yearday, or annual 
day of conference, was held on October 6th in the 
Royal Institution for the Tropics in Amsterdam, with 
Mr van Essen, President of the Institute, in the chair 
throughout the whole of the proceedings. 
any representatives of the Dutch Government, and 
iversity, professional and business life were 
\present; and it is striking to note that as the total 
“membership of the Institute is under 1,000, the 
attendance of members was not far below 50 per cent. 


The English Representatives 


As on previous occasions, invitations had been sent 
to bodies of accountants in several other countries. 
The Institute of Chartered Accountants in England 
and Wales was represented by Mr Douglas A. Clarke, 
LB, F.C.A.3 the Society of Incorporated Accountants 
and Auditors by the Vice-President, Mr Bertram 
“Nelson, J.P., F.S.A.A.; and the Association of Certified 
and Corporate Accountants by the Director and 
Secretary, Mr J. C. Latham, D.L., F.A.C.C.A., F.S.A.A., 
F.C.1.8.; and Mr T. H. Hughes, F.a.c.c.a. 

The President: introduced the representatives of 
other countries: the English, French, German and 
Belgian (Flemish~speaking) representatives were in 
turn welcomed in short speeches i in their own languages, 
while the Scandinavian representatives were welcomed 
in English, which was used as an international language. 
Apart from these introductions, all proceedings were 
in the Dutch language. 


Recent Work of the Netherlands Institute 


n a short opening address, the President of the 
‘Netherlands Institute gave a brief account of the 
Institute’s recent work. 

In the examinations, the important subject of business 
economics (bedrijfshuishoudkunde) had been introduced. 
An advisory committee on professional matters had 
been constituted during the year to study the funda- 
mental principles of the profession, to issue publica- 
tions to the members, and to give advice to individual 
members. This committee will also take cognizance of 
certificates issued by. accountants and be empowered 
to consult with the members. In this way the Nether- 
lands Institute is endeavouring to reach a systematic 
determination of professional problems for the benefit 
of the accountant members and the general public, but 
without diminishing the responsibility of the individual 
accountant. 

The disciplinary jurisdiction of the Institute includes 
a council of discipline and a council of appeal, in which 
lawyers also collaborate; the judgments delivered by 
‘these councils are made public in the official organ of 
the Institute. ~ 


Economic Position of the Netherlands 


As in the previous year, the morning session was of 
general interest. Dr K. P. van der Mandele, President 
of the ‘Rotterdam Chamber of Commerce and 





Industries, gave an address lasting over an hour on the 
present economic position of the Netherlands in the 
economic structure of Europe after the war. After 
tracing the international background of rearmament, 
changing prices of raw materials, and the domestic 
needs for new houses and other capital outlay, the 
speaker appealed for less consumption and more 
saving in Holland. 

He made a plea that Dutch experts and engineers 
carrying out work in other parts of the world should 
retain a connexion with their homeland. He hoped that 
the banks, while still maintaining the security of their 
advances, could lend rather more to Dutch industry. 

In the subsequent discussion, Professor ten 
Doesschate (now engaged in the direction of the 
Royal Dutch Blast Furnaces, and formerly at the - 
Economic University at Rotterdam) and Professor de 
Roos (Professor of Economics at the Amsterdam Free 
University) took part. This address and discussion 
was followed with the closest interest. 

In a few sentences, the President summed up the 
morning session. It was possible to be realistic in 
facing the country’s difficulties and optimistic about 
their solution. Holland, as of old, has great reserves of 
‘head and hand’ and in the upbuilding of a new 
Netherlands, accountants were ready to take their full 
part. © 

Functions of Accounting in Business 


‘The demands on accountancy in the fulfilment of its 
functions in business’ was the subject for the afternoon 
session. An address of thirty-four printed pages had 
been prepared by a member of the Institute, Dr H. J. 
van der Schroeff, Professor in Business Economics in 
Amsterdam University, and had been circulated in 
advance to the members of the Institute. 

The speaker traced the history of accountancy, 
particularly in relation to the recording of business 
transactions and the ascertainment of profit and loss, 
saying that this is not now sufficient: if accountancy 
is to be a tool of management, it should make more 
use of business economics, which includes cost 
accounting, management and business organization. 
‘The introduction of standard costing yields advantages 
in controlling efficiency, in the application of the 
‘principle of exception’, in the introduction of a task- 
imposing element in the organization, and in the 
simplification | of records and promptness of reporting. 
The budget increases the importance of accounting 
and enables business policy, execution and conduct 
to be verified. Properly handled, accounting records 
become an instrument which brings to light imperfec- 
tions in the organization and enables the management 
to control through figures. 

In this short report it is not possible to do justice 
to the full printed address or to the further speech 
made at the afternoon session in which Dr van der 
Schroeff introduced his address and recounted some 
of his experiences during the year when he and the 
President, Mr van Essen, had made investigations into 
accounting methods in the United States of America. 
- Many practising members took part in the discussion 
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which followed, opened by a member of the Institute, 
Professor Meij, of Amsterdam University, who had 
regularly given advice on the Netherlands National 
Budget. Possibly due to the subject of replacement 
values being raised, the afternoon was over before all 
the intending speakers had taken part. A number of 
written contributions were handed in and the debate 
stood adjourned. 


English Representatives at the Dinner 


In the evening, the President was in the chair at a 
dinner held at the Doelen Hotel, attended by members 
of the Dutch Institute and their ladies, representatives 
of other countries being the guests. After the loyal 
toast came a toast to the representatives from England. 
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Speaking in the Dutch language, Mr Douglas Clarke, 
representing the English Institute, in the course of 
his reply on behalf of all the English representatives ` 
expressed their appreciation of the Dutch hospitality, 
and offered a special welcome to the many members of 
the Dutch Institute, and their ladies, who were 
proposing to attend the Sixth International Congress 
on Accounting to Fe held in London in June 1952. 
The conference arrangements were worthy of the 
high standing of tae Netherlands Institute, and the 
English representatives will remember the honour 
paid to their country, the grave sense of purpose in the 
conference sessions, the friendliness of their Dutch 
professional brethren, and the October sunshine 
streaming into the conference ball in Amsterdam. Se 


NOTES AND NOTICES 


The Royal Commission 


_ It has been announced that public meetings of the 
Royal Commission on the Taxation of Profits and 
Income will be held Lon Thursday and Friday, 
November ist and 2nd, in the Incorporated Account- 
ants’ Hall, Temple Place, Victoria Embankment, 
WCa2. 

The meetings, at which oral evidence will be heard 
from the Federation of British Industries, the Associa- 
tion of British Chambers of Commerce and the 
National Union of Manufacturers, will commence 
each day at 10.30 a.m. 


London and District Society 
of Chartered Accountants 


The first of a series of lectures on prospectuses 
entitled ‘A Prospectus: I, From the point of view of 
the Stock Exchange’ will be given by Mr F. R. 
Althaus, a Vice-chairman of the Quotations Com- 
mittee of the London Stock Exchange, on Tuesday, 
November 13th, at 6 p.m., in the Hall of the Char- 
tered Insurance Institute, Aldermanbury, London, 
ECz. Members will notice the change of date of 
this lecture, which was previously arranged for 
November 6th. 
Personal e 

Messrs Dixon, WIiLson, Tusss & GILLETT, 
Chartered Accountants, of 24 Basinghall Street, 
London, EC2, announce that they have admitted 
to partnership as from October x5th, 1951, Mr 
KEITH AUBREY NICHOLSON, A.C:Á., who will shortly 
be sailing to Canada where he will be the resident 
partner of a branch of the firm. 

Messrs Price WATERHOUSE & Co, Canadian firm, 
announce that they have opened offices at Pigott 
Building, James Street South, Hamilton, Ontario, 
and 10076 Jasper Avenue, "Edmonton, Alberta, 
Canada. 

Messrs BRIGHT, GraHAME, Murray & Co, 
Chartered Accountants, announce that they have 
recently removed to more commodious offices and 
that their address is now 61 Portland Place, Tendon, 
Wr. Telephone Langham 6922-4. 


Messrs PARKINSON, PaTEMAN & Co, Chartered 
Accountants, of 6 Queen’s Terrace, Exeter, and of 
Okehampton and Honiton, announce tkat, to bring 
the style of the firm into line with the names of the 
existing partners, they will be practising as from 
October 31st under the style of SMITE, WHEELER: 
& Hay, Chartered Accountants. The cozistitution of 
the firm will remaia unchanged and the practice will” 
be continued from the same addresses. a 


Manchester Society of Chartered Accountants ` 


‘The effect of taxation upon industry and the 
individual’ is the title of an address to be given by 
Mr E. G. Turner, M.C., F.c.A., at a meeting of the 
Manchester Society of Chartered Accountants on 
Monday next, October 29th, at 6 p.m., in the 
Chartered Accountants’ Hall, 60 Spring Gardens, 
Manchester, 2. 

The members of the Incorporated Konate 
Society of Manchester and District have been invite 
to attend this meeting. 


The Institute of Bankers 

The Lord Mayor of London, Sir Denys Lowson, 
Bart., the Governo- of the Bank of England, Mr C. F. 
Cobbold, and the President of the British Bankers’ 
Association, Lord Balfour of Burleigh, D.C.L., D.L., 
were among 500 d-stinguished guests w^o attended 
a reception held on October 17th by the President of 
the Institute of Eankers, Mr F. C. Elferton, to 
inaugurate the new premises of the Institute at 
10 Lombard Street, London, EC3. 

An important feature of the new premises is the 
library, containing a valuable collection of over 
50,000 volumes, which is spaciously housed in a 
room containing panels displaying in bas-relief the 
financial history of England. 


The Chartered Accountant Students’ Society 
of London 

Sir Frank Newton Tribe, K.C.B., K.B.E., Comptroller 

and Auditor-General, will give a lecture entitled 

‘Parliamentary control of public expenditure’ at 5.30 


October 27th, 1951 
De on Monday, October 2gth, i in the Oak Hall of 
the Institute. The eminence of the lecturer and his 
special experience of the field he is covering, promise 
to his audience information and practical knowledge 
of a high order on auditing and financial control 
applied under special conditions. The lecture is an 
important one to students, especially those who are 
approaching their Final examination. The chair will 
be taken by Sir Harold Howitt, ong, D.S.0., M.C., 
F.C.A., President of the Students’ Society and 
President-elect of the Sixth International Congress 
on Accounting to be held in 1952. 


Ss 


Chartered Accountants Students’ Society 
of Kingston upon Hull 


Meetings of the Chartered Accountants Students’ 
Society of Kingston upon Hull have been arranged 
for the 1951-52 session at intervals of approximately 
a month and include a mock company liquidation 
meeting and a joint meeting of all the Hull profes- 
sional students’ societies. The subjects of the lectures 
Include: general costing principles, by a Cost and 
Works Accountant; income-tax: reliefs for losses, by 
an Inspector of Taxes; sale and hire- -purchase of 
goods, by a solicitor; trusteeship law, and EE 
tions and reports. 


North Yorkshire and South Durham 
Chartered Accountant Students’ Society 


The inaugural meeting of the newly-formed North 
Yorkshire and South Durham Chartered Accountant 
Students’ Society was held recently, at which the 
following officers were elected: 

President: Mr W. J. E. Ringquist, J.P., F.C.A. 

Vice-President: Mr H. D. Anderson, F.C.A. 

Hon. Treasurer: Mr J. P. Ord. 


Hon. Secretary: Mr R. W. Swinbank, F.C.A., 
7o High Street, Stockton-on-Tees, Co. Durham. 


The Balance of Payments 


‘The balance of payments’ will be the subject of 
the Stamp Memorial Lecture to be delivered by 
-Professor L..C. Robins, C.B., M.A., B.SC., on Tuesday, 
‘November 2oth, at 5.30 p.m. in The Senate House, 
University of London (entrance from Malet Street 
or Russell Square, WC1). 

The chair will be taken by Professor Dame 
‘Lillian. Penson, D.B.E., PH.D., LL.D., D.LIT., and 
admission will be free, ‘without ticket, to students of 
the University and to others interested in the subject. 
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The Manchester Chartered Accountants’ 
Students’ Society- 


The annual report of the committee of the Manchester 
Chartered Accountants’ Students’ ‘Society, which 
was presented at the Society’s recent sixty-eighth 
annual general meeting, is a record of activity and 
growth over the year, membership having again 
increased, now numbering nearly goo. 

During the winter session of 1950-51 a series of 
evening and Saturday morning lecture-meetings was 
held and several afternoon visits were made to firms 
in Manchester. The senior society again combined 
with the Liverpool Society of Chartered Accountants 
in organizing residential courses at Burton Manor, 
near Chester, and four successful four-day courses 
were held. 

The following officers have been elected for the 
year 1951-52: 

President: Mr H. Sutherst, F.C.A. 

Vice-President: Mr M. Wheatley Jones, B.COM., F.C.A. 

Chairman: Mr J. V. Eastwood, F.C.A. 

Hon. Librarian: Mr M. E. Short, A.C.A. 

` Hon. Auditors: Messrs J. Wood, A.C.A., and G. B. 
C. Ogden. 

Hon. Secretary and Treasurer: Mr Anthony L. 
Smith, A.C.A., c/o Messrs Swanwick, Terras & Co, 
64 Cross Street, Manchester, 2 

Hon. Secretary, Joint Tuition Committee: Mr T. S. 
Andrew, A.C.A., 57 King Street, Manchester, 2 

Assistant Secretary and Treasurer (to whom all 
general communications should be sent): Miss I. 
Ritchie, LL.B., Manchester Chartered Accountants’ 
Library, 6o Spring Gardens, Manchester, 2 


Union of Chartered Accountant Students’ 
Societies 


Members of chartered accountant students’ societies 
are reminded that all students’ societies welcome to 
their meetings members of other societies who are 
temporarily in their area. 

There is also an arrangement for transfer of mem- 
bership without additional fee for members who 
permanently change their district. Such interchange 
should be carried out through the secretaries of the 
societies concerned. 

Students’ society meetings are held in the following 
towns: Birmingham, Blackpool, Bournemouth, 
Bradford, Brighton, Bristol, Cardiff, Chelmsford, 
Goventry, Exeter, Grimsby, Hull, Hastings, Leeds, 
Leicester, Liverpool, London, Manchester, Norwich, 
Newcastle, Nottingham, Portsmouth, Preston, 
Sheffield, Southampton, Southend, Sunderland, 
Swansea, York. 





JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SW 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, Etc. 
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Hockey 
The first game of the 1951-52 season of the Chartered 
Accountants’ Hockey Eleven will take place at the Old 
Deer Park ground, Richmond, on November r4th, 
when a match has been arranged against the Law 
Society. 

Members of the Institute who are interested and 
who would like to take part in this and subsequent 
games, are invited to get into touch as soon as possible 
with the Hon. Secretary, Mr C. O. Merriman, of 
Price Waterhouse & Co, 3 Frederick’s Place, Old 
Jewry, London, EC2. The retiring Hon. Secretary, 
Mr W. B. Johnston, is taking up an oversea appoint- 
ment early in the New Year. 


As a Members v. Articled Clerks match is to be 


played later in the season, the Hon. Secretary will be 
pleased to hear from articled clerks who are interested. 


Recent Publications 


RANKING, SPICER AND PEGLER’s ExecurorsHip Law AND 
Accounts. Eighteenth Edition, by H. A. R. J. Wilson, 
F.C.A., F.S.A.A. XXXi-+443 pp. 104 X74. 30s net. H. F. Le 
(Publishers) Ltd, London, and Sir Isaac Pitman & Sons 
Ltd, London. 

OXFORD Junior EncycLopaepIA, Vol VII, Industry and 
Commerce. xiv+493 pp. 10X 7}. 30s net. Oxford 
University Press, London. 

Tue New IssuE MARKET AND THE FINANCE OF INDUSTRY, 
by R. F. Henderson, Fellow of Corpus Christi College, 
Cambridge. SE pp. BÄxvek 25s net. Bowes & 
Bowes, Cambridge. 

Dicxsee’s AUDITING. Seventeenth Edition by Brian Magee, 
B.COM., F.C.A. xvi+896 pp. 84 54. 52s 6d net. Gee & Co 
(Publishers) Ltd, London. 


Our Contemporaries 


Tue JournaL or Accounrancy. (New York.) (Sep- 
tember.) ‘How to Use Client’s Staff to Cut Costs of Audit of 
a Small Business’, by David C. Hearne, GPA. 

THE CHARTERED ACCOUNTANT IN AUSTRALIA. (Sydney.) 
(July.) ‘The Service of the Chartered Accountant in the 
Conversion of the Ownership of a Business from Sole- 
Trader or Partnership to that of a Limited Company’, by 
H. C. Stewart, F.C.A.(AUST.). 


Other Publications Received 


Tue CONTROLLER. (New York.) (September.) 

THe Woman C.P.A. (New York.) (August.) 

BULLETIN FOR INTERNATIONAL FISCAL DOCUMENTATION. 
(Amsterdam.) 

THE AUSTRALIAN ACCOUNTANT., (Melbourne.) (July.) 

THE ACCOUNTANCY JOURNAL. (Delhi.) (August.) 

LOCAL GOVERNMENT FINANCE, (October.) 

THE INDIAN CHARTERED ACCOUNTANT. (New Delhi.) 
(August.) 

Luoyps Bank Revrew. (October.) 

THE BUILDING Societies’ GAZETTE. (October.) 

Tse INTERNAL AUDITOR, (Stamford, Connecticut.) (Sep- 
tember.) 

N.A.C.A. BULLETIN. (New York.) (October.) 
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SEVENTY-FIVE YEARS AGO 
From The Accountant or OCTOBER 28TH, 1876 ` 
Extract from ‘Notes in Passing’ 
Bankruptcy Law Amendment 
We print elsewhere a communication from a ‘Scotch 
Accountant’, which deserves a word of comment. Our 
correspondent is naturally unacquainted with the 
administration of the bankrupt law in this country, 
but is.able to speak of a bygone time when officialism 
had its own way in Scotland, and brought forth its 
natural fruits. And, curiously enough, he.is able to 
point out that even now the law agent in Scotland 
absorbs an unnecessarily large portion of the assets 
of insolvent estates; the English parallel being obvious 
here also. The suggestion with which he concludes 
is not, however, one which we can endorse..We have 
seen enough of the results of offering prizes for 
essays on subjects interesting to the profession, to be 
able to form a strong opinion, that though such prizes 
may do good in bringing out the industry and 
intelligence of the youngest members of the fraternity, 
no hope need be entertained that they will induce the 
more experienced and competent men to devote their 
leisure to the composition of essays. If, instead of 
offering a prize, the leading societies would make the 
necessary arrangements for the performance of the 
work by someone on whom they could rely, and would 
put themselves to the trouble of considering his 
suggestions before making them public, so that 
eventually they could submit to all concerned a well- 
matured scheme, no time and expense so bestowed 
would in our opinion be wasted. 




























Erratum 
In the caption of the photograph in the middle o 
page 375 of last week’s issue, the name of Mr 
McNeil, Sc, appears in error. The name shoul 
read Mr Basil Smallpeice, a.c.a., who is a member 
of the Council of the Institute. 


ANNOTATED TAX CASES 
Edited by Roy E. Borneman of Gray’s Inn, Barrister-at-Law 


Published at frequent intervals. Reports of Income 
Tax, Sur-Tax, Profits Tax, E.P.T., Death Duties and 
Stamp Duty Cases decided in the Courts of England 
and Scotland. The reports contain a lucid summary ` 
of the cases and a full report af the judgments, 
together with explanatory notes on tne decisions. 


SUBSCRIPTION 30/- PER ANNUM 
(post free) 


GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL STREET, LONDON, EC2 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


MOTOR UNIO! 


INSURANCE 


TD 
COMPANY "e 


10 ST JAMES’S STREET, LONDON, Sei 
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Leading Articles Page ; 
After the Election 413 $ OLITICS’, said RoszrT Lours STEVENSON, ‘is perhaps 
Taxation Conference 414 P only profession for which no preparation is thought 
necessary.’ The truth of this observation is demonstrated 


Special Articles 


Wont Aea Gne anew at each general election when, jerked into temporary aware- 


“tary — XXIX. ness of their duties as citizens, amateur statesmen spring up in 
by eee ee aa their thousands. There is, for example, the man who, although 
C.A.(S.A.), Professor of unable to restrain errand boys from using his front lawn as a 
sees M SH Uni- E right-of-way, does not hesitate to state at length, if not in detail, 
Genuine or False? Science how he would deal with the situation in the Middle East. Then 
and Suspect Documents there is the financial genius who cannot make ends meet on his 
( Cont) a SEN M.Sc. 418 salary but who nevertheless knows, beyond all argument, how to 

: close the dollar gap. The air at election times is so filled with a 

Lecture , medley of opinions, ranging from the authoritative to the down- 
one of Bee = right irresponsible, that the few voices of reason are in constant 

for Probate Purposes danger of being obscured by these ‘prophets of the We 

y T. A. Hamniton Baynes, absurd’. 
MA, FCA. bes The remedy is, of course, to prepare young people for polities 

Weekly Notes gradually by instilling in them a sense of citizenship and by 
The General Election: Ac- persuading them to take an active interest in local government. 
ae pea This has always been recognized as desirable, but nowadays it is 
Die nine ee absolutely essential. Modern politics is a profound science which 
Shipbuilding Activity — requires an assiduous apprenticeship, and anyone who attempts a 
Verse Ser Sterling © a short cut to the complete understanding of its ramifications and 

, More Metal Allocations 427 SC Eege SE SE SC a politician is a menace both to 

ere Se Of the many qualities which go to the making of a politician, 

Finance and Commerce none is more important than a sound grasp of the principles of 
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Money Market - 431 approximately one-third of the national income and the volume 

E EE and variety of the transactions are now so vast that, as a recent 
A Few Pitfalls of Baas report put it, the value of simplicity can no longer be claimed for 
Duty — Capital Employed — such records as the weekly Exchequer return and the annual 
F hance Se Zeene Financial Statement. It is therefore imperative that the workings 
Accountants’ Charges — of the Exchequer and the consequences of its impact on the. 
ues of Standard national economy should be so realized by all members of 

osting System: Consult- 
ants’ Fees Disallowed 434 Parliament. 


Mr CHURCHILL’S new administration will have an early chance 


Notes and Notices D : 
of exercising this faculty, for one of the two most urgent matters 
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~Economic Survey ~ Man- SE S 
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TAXATION CONFERENCE 


UNIQUE event in the history of taxation 
A last week at Eastbourne when 
about 700 guests attended a conference 
organized by our contemporary Taxation. Prac- 
titioners from every English county, as well as 
from Scotland, Ireland, Wales, and the Channel 
Islands were present and were able to attend 
lectures by eminent speakers on various aspects 
of tax law and practice, and to take part in the 
discussions which followed. The conference was 
held on Friday, Saturday and Sunday last and 
was inaugurated by Mr Ronald Staples, Editor 
of Taxation. Never before, Mr Staples said, had 
people been called upon to suffer so much tax 
without understanding the basis on which it was 
calculated, or being able to satisfy themselves that 
the amount demanded was in accordance with 
the law. The complexities baffled the experts and 
even eminent judges, and the taxpayer almost 
invariably paid without the certainty whether the 
demand was accurate or not. He could never be 
sure that he would not receive an additional 
demand. Besides simplification there was needed 
greater uniformity of practice throughout the 
country. Touching on the subject of evasion, 
Mr Staples suggested that a great deal of addi- 
tional revenue could be obtained if those taxpayers 
who had underpaid, particularly during the recent 
war, were given say two years in which to make 
voluntary restitution, with compound interest 
but without penalties. He felt that as much as 


£50 million extra revenue might be netted in. 


this way. 

After the Mayor of Eastbourne, Alderman 
R. J. S. Croft, J.P., in an amusing and witty 
speech, had given a civic welcome to the confer- 
ence, an address was given by Mr Wyn Griffith, 

- O.B.E., D.LIT., on the ‘Relationship of the inspector 
to the accountant’. Dr Griffith is the Public 
Relations Officer and the Director of Training of 
the Inland Revenue, a dual position which 
especially fitted him to give this address. He 
pointed out that an atmosphere of mutual 
understanding helped both inspector and ac- 
countant to perform their respective tasks more 
efficiently, and he spoke with approval of the 
growing practice of holding joint meetings of 
inspectors and accountants in large provincial 
towns, in a social atmosphere, where talks were 


given, mock appeals held, and the like. Besides 
mutual understanding, Dr Griffith made a plea 
for tolerance. He said that no doubt many of the 
letters which emanated from his department con- 
tained what were considered to be absurd requests 
and might be annoying in form, but that most 
frequently arose from mere thoughtlessness. 
Nevertheless, he reminded his hearers of the 
report prepared a short time ago bv a committee_ 
set up to inquire into the organization of the 
Inland Revenue, on which committee a distin- 
guished member of the accountancy profession 
had sat. That report said, : 
‘The department has a training record unsurpassed 
by any Government department. Moreover, so far 
from being bound to its traditional lines, it is alert 
and receptive to new ideas.’ 


The second day of the conference, with Mr 
Staples in the chair, began with an address by” 
Mr Percy P. Hughes, A.s.A.A., F.C.1.S., on ‘Back 
Duty’. After explaining the way in which this 
branch of work was organized in the Inland 
Revenue, he gave a masterly review of the 
difficult and abstruse penalty provisions of the 
Income Tax Acts, and showed the course which 
the negotiations for the settlement of back duty 
liability normally took in practice. He made the 
point that penalties such as ‘£20 and treble the 
tax chargeable’ were not very onerous in the day 
when the standard rate was a few pence, but that, 
with a standard rate of gs 6d, they were confisca- 
tory. One of the many valuable practical pieces of 
advice which he gave was in connexion with the 
submission of an offer for settlement. As the offer 
would be submitted by the Inspector to his head 
office, it was advisable to incorporate, in the 
letter making the offer, a full statement of all the 
facts which could be stated in mitigation, facts 
which might be unknown or glossed over by the 
inspector. Some very illuminating questions and 
answers on the practical side of back duty 
settlements followed Mr Hughes’ address. 

On the same morning, Mr Roy Borneman, 
Barrister-at-Law, addressed the conference on 
the subject of ‘Procedure and conduct of appeals’. 
The chair at this session was occupied by Mr 
C. V. Best, F.s.a.a. This is indeed a subject on 
which little guidance is to be obtained other than 
in the hard school of practical experience, and 
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even that does not always produce a good 
advocate. Mr Borneman quoted the remark of a 
learned judge about a certain advocate who was 
constantly appearing before him: 

‘He would conduct his cases much better if he 

did not insist upon bringing his facts and arguments 

as if they were a sack of apples to be tipped out in 

front of us and expect us to pick out the big ones.’ 
Mr Borneman observed that having said that 
he might well sit down for, in his view, the 
learned judge’s comment contained practically 
all there was to be said about the conduct of 
appeals. It is certainly true that the tendency 
every inexperienced advocate before the tax 
Commissioners has to fight, is the tendency to 
imagine that they will grasp his facts and argu- 
ments very much more quickly than he grasped 
them himself.. Mr Borneman stressed the im- 
portance of the taxpayer’s right to open his appeal, 
notwithstanding that the Commissioners might 
prefer to have it opened by the inspector with 
whom they are familiar. Another important point 
was to retain the initiative thus acquired. A third 
was the advantage of having the last word, an 
advantage not to be given up without very cogent 
reasons. The speaker also laid stress on the 
importance of immediately expressing dissatis- 
faction where the Commissioners’ decision was 
adverse, so that the right of appealing to the High 
Court should not be lost. 

In the afternoon, with Mr W. S. Carrington, 
.C.A, in the chair, Mr H. A. R. J. Wilson, F.c.a., 
F.S.A.A., coped manfully with the task of dealing 
in one hour with the Millard Tucker Report. 
He began by remarking that the hopes of the 
report being implemented were not high in 
view of the fate of earlier reports, and the fact 
chat following the report’s recommendation that 
initial allowances be increased, these same 
allowances had been abolished. Having started 
from the point that taxable profit should be com- 
outed on established accountancy principles, the 
Millard ‘Tucker Committee had been handicapped 
oy the difficulty that accountancy principles were 
aot quite so established as some liked to think. 
Mr Wilson urged his listeners not to encourage 
‘ax inspectors too much by taking their decisions 
as law; they should always demand authority for 
propositions laid down by the inspector which 
were not clearly right. Turning back to the 
report, he pointed out that of the two million 
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Schedule D taxpayers, only 200,000 were com- 
panies paying at the standard rate. The remaining 
cases were complicated by personal allowances 
and sur-tax so that as long as we had these things 
a drastic simplification was impossible; indeed 
the present tendency was away from simplicity. 
Mr Wilson gave an illuminating account of the 
problems of basis years and explained the 
practical working of the Osler v. Hall decision 
which had exercised the minds of the Committee. 
He felt that the rules as to basis could well be 
simplified, even at the cost of transitional 
difficulties and some loss of tax. Mr Wilson dealt 
also with the problems of replacement in times of 
high taxation and inflation, pointing out that the 
two combined made it impossible to develop a 
business. The Committee’s recommendation that 
profits made by one member of a group of com- 
panies out of sales to another member should not 
be taxable was quite revolutionary. It was almost 
a suggestion that Rule 13 relief should apply to 
groups of companies; certainly it was necessary 
to look at the group as a whole before you could 
find the real profit. There was a reflection of this 
attitude in the Finance Act, 1951, which entitled 
the Inland Revenue to disregard the price paid 
by a company for an asset purchased from another 
company under the same control, so as to counter- 
act sales at fictitious prices. These two develop- 
ments were significant. 

On the Sunday morning the conference was 
presided over by Mr J. C. Latham, D.L., F.S.A.A., 
F.A.C.C.A., F.C.I.S, and Mr T. L. A. Graham, 
A.S.A.A., gave a talk on ‘Profits tax’. He began by 
saying that the change of Government might 
result in profits tax being replaced in the next 
Budget by some other tax, but even if that were 
so, he and his listeners would still be required for 
the next few years to concern themselves with , 
the law as now existing. He pointed out that 
many accountants seemed to overlook the fact 
that this tax was a tax on profits, not on distribu- 
tions as such, and that once all the profit had 
borne tax at the full rate, there could be no further 
liability, no matter how high the distributions. 
Distribution charge could not be at a higher rate 
than that at which non-distribution relief had 
been given. Moreover, distributions which were 
not made to members did not count. On the other 
hand a distribution was none the less a distribu- 
tion because it came out of untaxed profit. Mr 


416 


Graham also reviewed the anti-avoidance pro- 
visions of the Finance Act, 1951, and the 
problems likely to arise from them. 
The serious part of conference ended with an 
open discussion on taxation problems, with 
Mr Staples in the chair, when the various 
speakers answered general questions from the floor. 
The social side was not neglected at conference. 
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On the first day a cocktail party was given by 
Mr Staples and on the second day a reception and 
dance was given by the Mayor of Eastbourne, 
while on the final day a golf competition was 
held. For the ladies there was also a mannequin 
parade. and a-conducted tour of Glyndebourne. 
The organizers of this novel conference are to be 
congratulated on its resounding success. 


NORTH AMERICAN COMMENTARY—XXIX 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.), 
Professor of Accounting, McGill University, Montreal 


Yaumil of Accountancy, 
New York, September 


Wanted, a Fundamental Tax Policy 


l D ISCUSSING the evolution of tax policy, 
the editorial recalls that many years ago 
the American Institute of Accountants 

called for the, appointment of a commission to 
recommend a fundamental tax policy for the 
United States. The matter under discussion is 
whether or not taxes may exceed 50 per cent if 
corporations are to continue to expand. The 
National Association of Manufacturers and the 
American Retail Federation. are reported to have 
‘argued for direct consumption taxes rather than 
increased income-tax, with much authoritative 
support outside the labour unions. The editorial 
laments ‘the glaring lack of any rational tax 
policy for the United States’ and urges account- 
ants to demand reform at every opportunity. 


EE Use of Composite 
Statements 

A EE extract from Professor W. A. Paton’s 
Advanced Accounting warns against the practice 
of publishing combined reports of holding and 
` subsidiary companies without any financial 
accounts of the holding company itself. ‘This 
warning has particular pertinence in Canada 
where the Dominion Companies Act permits the 
holding company to publish merely consolidated 
accounts and withhold its own accounts. Many 
companies follow this practice and reform of the 
Act seems to be called for. 


Disclosure of Fixed Asset Commitments 
Accounting firms in the United States do not, 
as a rule, insist on disclosure of large commit- 
ments if they are not expected: seriously to 


deplete normal working capital, says Mr P. N. 


E 


Wehr, Jr., c.p.a..He quotes with approval (but 
with some question as to distortion of the working 
capital ratio) one method of disclosure by which 
the funds appropriated are separated from the 
current assets and shown in the plant section, 
while the reserve is included in current liabilities. 
The accountant has a means of disclosure, at bis 
discretion, in his long form report. On the whole, 
corporate officers prefer to mention substantial 
commitments in the president’s letter. Mr Wehr 
considers that the increased use of provisions, 
apart from depreciation provisions, to indicate 
factors relating to plant commitments, may mark 
a new trend. He says that the practice of using 
footnotes for the purpose seems rapidly to be 
dying. 

Allocation of Non-manufacturing Costs 
A sub-committee of the National Association o 
Cost Accountants has completed a field survey of 
practice in seventy companies in regard to the: 
allocation of non-manufacturing costs. Dr Sterling 
K. Atkinson, c.p.a., Professor of Accounting at 
Temple University and chairman of the sub- 
committee, reports that accounting refinements 
for the direct charging of manufacturing costs 
have reduced the joint cost segment left for more 
or less arbitrary allocation. Consequently, full 
allocation (the net profit approach) seems popular 
today. He stresses the danger of making short- 
run decisions on the basis of such full allocation, 
in view of the factor of short-run fixed costs, 
which may not be so obvious to others as it is to 
accountants. Decisions in such cases are there- 
fore often based on marginal analysis (the con- 
tribution margin approach). Thus only cost: 
incurred by reason of the particular action under 
consideration are charged, those which will not 
vary with the choice being omitted. For long-run 
purposes the net profit approach is satisfactory 
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since managerial action may change the costs 
nvolved. 


Internal Audit for the Army 

The United States army is reported to be 
installing the latest internal audit procedures. 
The Audit Division, in the office of the Comp- 
troller of the Army, will appraise accounting and 
financial operations and directly related policies, 
orgarization procedures and personnel, as a 
basis for protective and advisory service to all 
levels of management concerned. Appraisal will 
5e the primary function but protection against 
defalcation will be a resulting advantage. Con- 
zress has, in two statutes, openly recognized the 
necessity for such measures. 


Accounting Review, 

Menasha, Wisconsin, October (quarterly) 
Internal Auditing Development 
Consistently with the development just reported 
for the army, Professor Walter B. Meigs, of the 
University of Southern California, tells of the 
growth of internal auditing practice in the 
United States in the last decade or so, stressing 
its changes in objectives. He traces the develop- 
ment from routine clerical work into (1) what is 
essentially a critical appraisal activity to aid top 
management, through the controller, in efficient 
administration, and (2) a review of policies and 
procedures and actual performance. The develop- 
ment has come mainly from the internal auditors 
sent out as travelling representatives to visit 
widely scattered branches. An important con- 
tributory event was the founding of the Institute 
of Internal Auditors in 1941. Originally, says 
Professor Meigs, many managements seem to 
have contemplated employment of internal 
auditors to reduce the fees payable to external 
auditors, but they now realize that this was a 
false economy. Some companies are said to be 
now considering whether the internal audit staff 
should be expanded to include industrial engin- 
eers and other technicians, the trend in such cases 
being towards investigations of operating prob- 
lems as opposed to accounting and financial 


matters. At present there are two major schools,. 


one giving primary emphasis to review of account- 
ing problems and matters of finance, the other 
concerned largely with the efficiency of perform- 
ance of specific departments. 


Price Level Changes and Financial 
Statements 


The original pronouncement on ‘Concepts and 
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standards underlying corporate financial state- 
ments’, made by the American Accounting Asso- 
ciation (of University Teachers) is now supple- 
mented by an important new statement. This 
statement goes much further than those made . 
thus far by the main professional accounting 
bodies. It begins, it is true, on the usual lines, 
for the use of historical cost in primary financial 
statements for stockholders is still recommended. 
Also to say that 
‘there is reason for believing that knowledge of the 
effects of the changing value of the dollar upon 
financial position and operating results may be 
useful information’ 
is surely a signal understatement! Once this is 
admitted the discussion goes on in much more 
convincing language. Use of a general price index, 
in a consistent manner, for conversion of all 
statement items affected /is suggested, on the 
grounds that specific replacement costs have 
nothing to do with the matter. This theory must 
be correct if the aim is, as it should be, to main- 
tain intact, the effective productivity of the capital 
invested. Statements so adjusted, says the report, 
would not as yet, at any rate, be covered by the 
opinion of independent accountants, but it is 
suggested that these accountants might assist in 
their preparation as explanatory material. The 
final conclusion is forthright enough: 
‘It is the judgment of the Committee, therefore, 
that the time has come to give adjusted dollar 
statements a thorough test.’ 
What is now needed is a similar statement by 
the professional accounting bodies, followed by 
definite action. 


The New York Certified Public Accountant, 
New York, September 

Accounting Students and the Liberal Arts 
Evidence of the liberalization of specialized 
accounting studies, since the Harvard Report of 
a few years ago, is given by Professor Arthur 
Blake in a review of the curriculum at Champlain 
College, State University of New York. The first 
year of a four-year course has no specialization, 
covering arts, letters and philosophy; social 
science (‘America and its world environment’); 
a natural science; mathematics. Accounting theory 
and practice and elements of business begin in 
the second year, along with the arts, including a 
modern language. The third and fourth years 
give scope for individual development according 
to the student’s choice of career. The general 
plan of such a curriculum seems essentially sound 
in its concern for a liberal education. 


418 


THE ACCOUNTANT 


November 3rd, 1951 


- GENUINE OR FALSE? 


SCIENCE AND SUSPECT DOCUMENTS 
by J. A. RADLEY, M.Sc.(Lond.), F.R.1.C, 


: DOCUMENT becomes ‘suspect’ 
Aime the possibility arises that it 
‘Lis not what it purports to be. It may be 
suspected that the document is entirely false, or 
that it is false through matter being deleted, 
altered or added. Since it is unusual for a docu- 
ment to be falsified unless it is to someone’s gain 
at the wrongful expense of another, it is import- 
ant to detect the fraud and.to discover the truth. 
. The detection and examination of suspect docu- 
ments has made great strides in thie last twenty- 
five years, the weapons of the scientist in this field 
being the microscope and the camera, using ordin- 
ary light and/or colour filters, and ultra-violet 
and infra-red rays, with some chemical tests. 


Evidence from Paper and Inks 

The dates on which the various fibres, the 
different binding and coating media and the 
several mineral fillers were first used in making 
paper are known with a fair degree of accuracy. 
If, therefore, one finds any one of these three 
classes: of material in a paper purporting to be 
ofian earlier date than that on which it is known 
that the fibre etc. was first used, the anachronism 
immediately betrays the attempted fraud. Often 
tlie age of a writing on a paper can be determined, 
but not of pencil writing or of printing inks; 
typewriting, however, may give data of value. 


The Use of Colour Filters 


In cases of writing done with an ordinary nib, 
and ink from an inkwell, it is often possible to 


identify the source of the ink by using the micro-. 


scope in conjunction with the camera and a 
colour filter. Thus in a number of specimens of 
handwriting, such materials as starch granules, and 
other minute debris associated with the employ- 
- ment of the various persons have been detected. 

Following fraudulent alterations to account 
books, concealment of the alteration has been 
attempted by ‘accidentally’ upsetting ink over 
the page. Similarly, official cancellation stamps 
bearing the date of expiration of a document etc. 
have been deliberately obliterated by pouring 
ink over them. In both types of case, photography 
through a colour filter has proved of great value, 
the photograph reproducing the original written 
or printed material without any trace of the 


obliterating ink mark. Where writing has been 
obliterated by censorship etc., infra-red photo- 
graphy has sometimes given excellent reproduc- 
tion of the original writing or print. 

Colour filters are of great value in the examina- 
tion of suspected forgeries of- multicoloured— 
bank-notes or cheques, as comparison of genuine ` 
and suspect designs is simplified through using 
photographs. Alterations or additions to a docu- 
ment, made with ink different from the original 
but apparently similar in colour, may often be 
shown quite plainly by photography through 
colour filters or by the use of an instrument 
known as the chromostat. 


Use of Ultra-violet Light = 


In ultra-violet light various papers, reasonably 
similar by daylight, often show wide differences 
in behaviour, revealing blue, yellow, purple and 
brownish hues. This allows comparisons between 
various pages of a document to check uniformity. 
Adhesives used on stamps, and for book-binding 
etc., show different fluorescences which have 
sometimes led to the detection of page substi- 
tution or illegal manipulation. Inks of various 
types often appear extremely different although 
they may seem similar in daylight. 

Certain ink erasers, more particularly those of 
the chemical type, alter the fluorescence of the 
paper at the point of application and may thus 
be detected. Iron gall inks when bleached give a 
dark shadow of the original text, but some inks 
not containing iron, show a fluorescent outline 
of the original writing on bleaching. Both the 
shadow and the bright fluorescence phenomena 
become visible if the appropriate inks have been 
bleached by exposure to sunlight. A piece of 
writing made with a ball-point pen, and com- 
pletely faded by exposure to light and weather, 
was quite readily reproduced under the lamp and 


-photographed in the author’s laboratory. 


Microscopy and photomicroscopy are in-. 
valuable for examining and reproducing the 
various minutiae of handwriting and allow a con 
sidered opinion to be passed upon such points a 
the type of instrument used, correspondence of 
characteristics between suspect and genuine 
writing, whether alterations have been made and, 
in some instances, when made. 
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Sequence of Writing Strokes 


In several cases it has been possible to tell 
which stroke, of two crossing each other, was the 
last made, but when pen writing is superimposed 
on pencil it is not possible to say which stroke 
was made first, and similarly with letters stamped 
with a rubber stamp and intersecting pencil 
writing. The examination of a carbon copy does 
not give very much information but is occasion- 
ally useful. 

With ink writing, however, if the first written 
stroke was wet when crossed by the second stroke 
no decision as to which is the uppermost stroke 
can be made with certainty. If, however, the 
first writing is dry before the superimposition 
of the second, then microscopical examination 
will show which is the topmost stroke. 

Various types of pen give writing which shows 
a structure peculiar to the type used and the 
writing habits of the user. 


_ Ball-point Pens 


‘In the last five or six years the ball-point pen has 
gained wide popularity and was being sold in 
Europe in 1939, although originally patented in 
1888 by John Loud. This type of pen has a 
rotatable steel ball, 1 mm. in diameter, instead 
of a nib. The sphericity has to be held within a 
ten-millionth of an inch and the ball is extremely 
hard. When writing the friction between the 
ball and the paper causes the former to rotate, 
pick up ink from a chamber behind, and deposit 
it on the paper. The clearance is about -o002 in. 
and pressure has no influence on the amount 
of ink deposited. More ink is deposited on 
rough papers than on smooth ones owing to 
the greater friction causing more rotation of the 
ball. 

The ink in these pens is quite different from 
that used with stylo or ordinary pens and a 
characteristic of ball-pen writing is the blob or 
blot at points in the writing where the direction 
of the stroke is changed. Ball-point pens have 
reintroduced certain difficulties into document 
examination since the ball point does not indicate 
the pen position or angle of the pen to the body 
of the writer. Generally, it has to be held more 
vertically than the usual type of pen, and as this 
is an unnatural writing angle for most people it 
leads to abnormal writing habits causing sporadic 
‘distortions and changes in detail of the hand- 
writing. There are, too, irregularities due to 
difference in rate of ink flow. Such writing is, 
therefore, most difficult to interpret or compare 
accurately. : 
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Erasures 


Writings may be erased either by mechanical 
methods, e.g. with a rubber or knife, or by 
chemical methods, e.g. bleaching solutions. 
Mechanical erasers can be used for pencil and 
pen but chemical bleaches are effective only with 
inks. Erasures are revealed by loss of ‘shine’ on 
the surface of the paper or by differences in 
colour of the paper at the location of the erasure. 
Often paper will be thinner where the writing 
has been removed mechanically, and when held 
up to the light this spot will show lighter than 
the rest of the sheet. ‘Resurfacing’ the paper 
with borax and friction-polishing, or by painting 
with an appropriate solution can be readily 
detected. 

It is not often possible to reproduce pencil 


‘writing which has been thoroughly rubbed out, 


except when the writing was heavy, when suit- 
able photographic methods can reproduce the 
details of the original. Such photographic methods 
allow the reproduction of a heavily written pencil 
message from the page underlying that on which 
the original passages were written. 
Writing over an obliterated passage E 
carried out with apparent success but often ‘is 
detectable, whilst writing made over existing 
folds in paper can be distinguished from that 
made before folding, if the folds in the latter case 
intersect the writing. : 


Comparisons of Writing 
To identify a piece of writing as the work of a 
certain person or a certain machine, such as a 
typewriter or a cheque-writing. machine, the 
writing on the suspect document is compared 
with samples of genuine writing. Enlarged photo- 
graphs are made and the angle of slope and the 
heights of various letters and spacings, the 
number of times the pen or pencil is lifted from 
the paper, and the distortion of type are carefully 
measured in both documents. 

Letters cut from the photographs of the 
suspect document may be mounted to form a 
passage which appears in the genuine document 
and then compared with it to show marked 
similarities or marked divergencies of character- 
istics. Since each machine gives characteristic 
writing, that on which a document was typed 
may often be identified. 

This brief survey will perhaps serve to show 
that once a document has become ‘suspect’, and 


‘is submitted to expert examination, there is little 


chance of the truth being evaded. 
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VALUATION OF HOLDINGS 
IN PRIVATE LIMITED COMPANIES FOR 
PROBATE PURPOSES 


by T. A. HAMILTON BAYNES, M.A., F.C.A. 


This paper is complementary to, and should be read in conjunction with, Mr W. G. Campbell’s paper on 
private companies’ valuations generally. Basic principles have therefore been assumed. (Mr Campbells 
paper was reproduced in our issues of October 20th and 27th.) 


Introduction 


T is fifty-seven years since Lord Harcourt 
IER the Finance Bill of 1894 and Section 

o (5) of that Act is still the operative section for 
valuing shares of limited companies on the death of a 
member. It is a tribute to accountants and the 
Estate Duty Office that in these fifty-seven years there 
have been so few appeals. An appeal may be made to 
the High Court or County Court (depending on the 
amount)! and it is difficult to believe that it is only 
the cost of an appeal which accounts for the small 
number. It has been suggested that there is a case for 
appeals to be heard before a tribunal such as the 
Special Commissioners. This suggestion has been 
considered in some detail by the Taxation and 
Research Committee of the Institute and it decided 
that it would not be desirable for the Institute to 
make or support representations in favour of such a 
change. 

That this is a subject of supreme importance to 
accountants must be obvious. In 1950 over 90,000 
holdings of unquoted shares were dealt with by the 
share valuation department of the Estate Duty Office, 
and the capital value of unquoted shares, which were 
investigated by the department, amounted to over 
£50 million, on which sum duty became payable. 

Section 7 (5) of the Finance Act, 1894, defines the 
‘principal value’ on which estate duty is based as the 
‘price which in the opinion of the Commissioners the 
property would fetch if sold in the open market at 
the time of the death of the deceased. An accountant 
who spends most of his professional life dealing with 
facts is thus faced with two unknowns: he has to 
estimate such an unknown quantity as an opinion to 
be expressed by officials of the Estate Duty Office on 
behalf of the Commissioners; and he has to consider 
an imaginary purchaser prepared to purchase such 
shares on the given date. f 


The Commissioners 


The officials of the Estate Duty Office, on whom the 
Commissioners depend for arriving at a price for 
unquoted shares, are civil servants with a legal rather 
than an accountancy background. The “examiners? 
with legal qualifications have acquired considerable 


EE 
1 Over or under £10,000. Finance Act, 1894, Section ro. 


A paper presented on October 11th, 1951, at the twentieth 
autumnal meeting of The Institute of Chartered Account- 
ants in England and Wales. 


“knowledge of commerce and industry and are experts 


in analysing balance sheets and accounts. A card 
index is kept of every company whose shares aré 
investigated for this purpose to reduce the chance of 
inconsistency between two valuations which may 
occur within a short space of time. This does not 
mean, however, that arguments put forward by an 
accountant in the second case will be ignored; any 
further information relative to the valuation must be 
considered, even if the effect is to upset the valuation 
which had been based cn the information obtained on 
the first death. 

It cannot be too strongly emphasized (at a share 
valuation for probate purposes should never þe- 
regarded as a matter of so little consequence that it 
may be left in the hands of the secretary or the 
solicitor to settle the figure. The accountant should 
not hesitate to point out the danger of such a practice. 
Knowledge of the letter of the law is not enough. It 
is in the interests of the company that its shares 
should be valued by an accountant having the neces- 
sary knowledge and experience of financial and 
business affairs and of Estate Duty Office procedure. 
If an accountant has not dealt with the valuation it 
may be that in the event of a second death the 
accountant dealing with it on that occasion may hav: 
to begin by advancing arguments designed to refute a 
valuation already accepted on the first death. No 
matter how small may be the shareholding to be, 
valued, a proper valuation should be agreed so as to 
avoid creating an awkward precedent. The accountant 
may be informed that a formula has been agreed with 
regard to the share valuation. In one case no less than 
ten deaths bad. occurred within twelve months but 
the accountant for the executors of the next death 
refused to accept the formula and substituted his 
own valuation, which was subsequently accepted. 

Although, of course, the figure work in connexion 
with the valuation of shares is essentially the responsi- 
bility of the accountant, the provisions of the death 
duty sections of the Finance Act, 1940, are so complex 
that the accountant should always consult the legal 
advisers to the estate on any question of interpretation 
of the law. 

It is understood that the examiner invariably 
consults some investment index such as the ihetaaries? | 
Investment Index, to determine how public com- 
panies in the same industry were faring, what yields 
might be expected, and whether they were rising or 
falling, 
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The Actuaries’ Investment Index is issued monthly 
to subscribers and gives price indexes and average 
yields of most kinds of investment.. The indexes for 
ordinary shares are given in fourteen groups compiled 
from 139 companies whose shares are quoted in the 
London ‘Daily Official List and whose market 
capitalization of equity shares exceeds £2 million. 

As a rough guide in a particular industry consulta- 
tion of this index may have some merit but it is 
obvious that a comparison with individual stock 
exchange quotations is not reliable for the probate 
valuation of an unquoted share. The views of the 
Council of the London Stock Exchange are entitled 
‘to respect: 

“The Stock Exchange may be likened to a scientific 
recording instrument which registers, not its own 
actions and opinions, but the actions and opinions 
of private and institutional investors all over the 
country and, indeed, the world. These actions and 
opinions are the result of hope, fear, guesswork, 
intelligent or otherwise, good or bad inevstment 
policy, and many other considerations. The quota- 
tions that result definitely do not represent a valua- 
tion of a company by reference to its assets and its 
earning potential.’ 

The accounts of the company are then examined. 
The larger the shareholding in relation to the whole, 
the greater the emphasis placed on assets, which 
assume supreme importance in a valuation under 
Section 55, Finance Act, 1940. For the smaller 
shareholding the asset backing is almost ignored and 
greater attention is paid to profits and dividends. 
Subsequent ‘observations’ by the Estate Duty Office 
will usually suggest that there is room for negotiation, 
but the accountant may find that although the Estate 
Duty Office reject his valuation they are reluctant to 
give a positive alternative figure. If agreement cannot 
be achieved in correspondence, the accountant should 
seek an interview at which he may ‘expand his 
arguments, for in most cases the examiner will listen 
with sympathy and interest to the more detailed 
picture the accountant can present in person. - 


The Hypothetical Purchaser 
By definition all private companies have clauses in 
their articles restricting the right of transfer of 
shares — for example, that any shares to be sold 
must be offered to the restricted market made up of 
the existing shareholders; or that the shares shall be 
sold at ‘the fair value’ certified by the auditor or 
defined to give a certain yield; or at the asset value 
shown by the balance sheet or at the value fixed by 
the members in general meeting. If the articles could 
restrict the value so that estate duty would be reduced, 
one imagines that articles would often be drawn up 
with the sole purpose of saving death duties. However, 
it was decided by a narrow majority in the House of 
Lords that an open market must be assumed. The 
Lord Chancellor said: 
‘If the view entertained by the Court of Appeal 
were correct, it would follow that any property 
which could not be sold in the open market would 
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escape estate duty altogether. That seems to me 
quite an unnecessary and unnatural construction to 
place upon the language of the statute.’! 


But this hypothetical market is not easy to define. 
As Lord Ashbourne put it, “A feat of imagination has 
to be performed’. There is, however, an important 
proviso that the hypothetical purchaser would be 
himself subject to the restrictions in the articles. He 
would pay for the right to stand in the deceased’s 
shoes ‘with good title to get into them and to remain 
in them’. Lord Fleming regarded these restrictions 
as depreciating the value ‘very considerably’. Nobody 
except a person who was prepared to have his capital 
locked up for many years, could afford to buy at more 
than par value.2 The opposite result, of having 
future opportunities of purchasing shares at the 
restricted price, has never been regarded as having 
any appreciatory effect. It is important to note that 
even ‘an open market’ has restrictions. Mr Justice 
Finlay rejected the suggestion that the value should 
be increased because a trust company would be 
prepared to pay an increased price. In the House of 
Lords the Lord Chancellor supported this view but 
disagreed with the reasoning of Mr Justice Finlay, 
who excluded trust companies from the possible 
buyers becuase the directors would not have consented 
to put them upon the register. The Lord Chancellor 
said, however: 

‘I do not think that it would be right to appreciate 
the value of the shares because of this special 
demand for a special purpose from a particular 
buyer.”? 

This hypothetical purchaser has quite human 
attributes. Mr Justice Rowlatt pictured him as saying 
to himself: 

‘Well, I may be met with difficulties. .. . Lawyers 
tell me that I possibly might be able to compel a 
winding-up. There are cases upon it, and all the 
rest of it, but I do not know how that may be.’? 

It is clear, therefore, that the value, however compli- 
cated the calculation, must be one which the normal 
individual with money to invest must feel is reason- 
able. 

‘It must be assumed that the transaction takes 
place between a willing seller and a willing purchaser; 
and that the purchaser is a person of reasonable 
prudence who has informed himself with regard to 
all the relevant facts; and also that he has access to 
the accounts of the business for a number of years,’ t 


The Accountant 


The accountant is in a curious position in that he 
knows more of the affairs of the company than the 
Commissioners, and even more than the hypothetical 
purchaser. He probably has personal knowledge of 
the directors, employees and customers, denied to 
outsiders, which may be embarrassing in preparing a 
1 In re Crossman ([1936] 15 ATC 94). 

2 Salvesen’s Trustees v. C.ILR. ([1930] 9 A.T.C. 43). 

3 In re Courthorpe ([1928] 7 A.T.C. 538). 

4 Findlay’s Trustees v. C.I.R. ([1943] 22 A.T.C. 437). 
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valuation. He would hardly be human if he ignored 
any depreciatory factor which a hypothetical purchaser 
might have little means of discovering. At the same 
time he is likely to discount possible advantages of 
which the hypothetical purchaser may be unaware. 
Mr P. M. Rees, F.c.a., in discussing the principle 
that accounts should be informative, has said: 

‘As regards the shareholders — present and future — 
it must, of course, be realized that only a very small 
proportion know much about accounts. The aim, 
therefore, should be to tell them a few essential 
facts in the simplest possible manner, leaving their 
professional advisers to examine these facts in the 

‘light of the more detailed information given in the 
accounts and schedules,’! 
At the present time the amount of information avail- 
able to the accountant acting for the hypothetical 
purchaser varies considerably from company to 
company. The Times, in an article headed ‘Informa- 
tion for Shareholders’, said: 

‘Doubtless the question of the amount and form 
of information which directors should give to share- 
holders may never be solved to everybody’s satisfac- 
tion. Sometimes there seems to be almost a sense of 
conflict between the strict duty of giving audited 
accounts of stewardship and the wider aim of giving 
information that is not so much an account of the 
past as an effort to enable shareholders to judge the 
present fortunes and future prospects of- their 
property.’ 

It is unlikely that such information will include 
details of the company’s turnover and whether that 
turnover is widely spread; or whether the relationship 
with the staff and employees is good. It is certain that, 
for instance, fears of future competition or the 
dangers of doubtful patents will not be revealed. All 
this and more may be known to the accountant, but 
the hypothetical purchaser would have difficulty in 
obtaining such information, which for anything short 
of a controlling interest would probably be refused. 


The Deceased 


Accountants are fully aware of the arguments which 
are usually employed if the deceased had been a 
director. The Estate Duty Office must have a highly 
coloured view of the administrative capacity of 
British industry as whenever a director dies it is made 
to appear to them that the company is likely to suffer 
a prolonged period of falling profits even if it avoids 
liquidation. It is perfectly proper to advance these 
views and to take them into consideration in valuing 
shares for probate purposes, as the death of a director, 
even of one who has retired from a full-time executive 
office, must frequently have an adverse effect on the 
company’s future prospects. In any case the hypo- 
thetical purchaser must be allowed to assume that 
this may be the case, provided, as the Finance Act, 
1910, Section 6o, states, that it is proved to the 
Commissioners that the value of the property has 





1 The Accountant, December 12th, 1949. 
2 The Times, May 25th, 1951. 
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been depreciated by reason of the death of the 
deceased. 

Accountants have every opportunity of realizing 
that success in industry depends as much on good 
direction and administration as on valuable assets, 
faithful customers or good fortune. Nelson’s observa- 
tion, ‘The strength of a fleet is not in its ships but 
in its men’, may be freely paraphrased, ‘The strength 
of a company is not in its assets but in its directors’. 
If the argument is pressed too far, however, the 
Commissioners may well suggest that some evidence 
should be produced, such as accounts for a period 
ending after death showing depreciation. Unfortun- 
ately they have some authority for such a request as 
Lord Fleming in giving judgment said: ; 

‘I quite recognize that the problem I have to deal 
with must be solved in the light of the information 
available at or about the time of the testator’s death, 
but I think that, however, does not debar me 
completely from making any reference to the balance 

sheet at July 31st, 1927.3 
—a date ten months after death. It would be foolish 
to dispute the observations of a judge, although Lord 
Fleming himself did not seem too sure of his ground. 
The circumstances of that case were exceptional — the 
highly speculative industry of whaling, where profits 
were ploughed back for further speculative voyages. 
In a normal case it is difficult to see how an intending 
purchaser buying at a certain date could expect to 
wait for accounts made up to a later date. It is sug- 
gested that the Commissioners should not be influ- 
enced by information not available at the time of the 
hypothetical sale. 


Matters to be Considered 


Before arriving at a valuation based on a perusal of 
the accounts of the company, an accountant will 
satisfy himself on a number of points which his 
experience will indicate, but it is perhaps as well to 
enumerate those matters upon which there is judicial 
authority for investigation: 
(1) History of the industry. 
(2) History of the company. 
(3) Prospects of the industry. 
(4) Yield on quoted shares in the industry. 
(5) Prospects of the company. 
(6) The profit-earning capacity of the company. ` 
(7) The risks which are involved. 
(8) The return of the purchaser’s investment. 
(9) The general solvency of the company. 
(10) The extent of the security in the form of tangible 
assets. 
(11) The basis of the value of the assets. 
(12) The amount of liabilities. 
(13) The nature of the management. 
(14) The object of the company. 
(15) The methods of business. 
(16) The restriction upon the transfer of shares, a 


Dividends and Profits 


It has frequently been observed that in studying the 
accounts of a business the profit and loss account is 


3 Salvesen’s Trustees v. GÄR. ‘({z1930] 9 A.T.C. 43). 
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of more importance than the balance sheet. The cur- 
rent profit-earning capacity of a share is the most 
important element in estimating its value and this 
would be most prominent in the mind of a purchaser. 

The Commissioners usually ask for copies of the 
accounts and directors’ reports for the last three 
years. It is hardly necessary to remind accountants 
that accounts of past periods, whether for three, five 
or fifteen years, have no merit in themselves; they can 
only be of service as a guide to probable future profits 
or dividends. A dispute about a stock reserve in 
adjusting past profits was put in its proper perspective 
_by an Australian judge who said that its only import- 
ance was to indicate that the directors were adopting 


a conservative policy to enable the company to pay a- 


steady dividend; he was not ascertaining taxable 
income and was only considering past profits as a 
guide to the probable future prospects of the 
business. 

Past profits must sometimes be adjusted, however, 
if they are to be a guide for the future. In a recent 
case the profits for the three years prior to death were 
abnormally large owing to profits on purchase and 
sale of Government surplus goods. As another 
-instance it would be necessary to adjust accounts for 
a change in the rate of profits tax. 

In the private family company the dividends paid 
may have been negligible, the bulk of the profits 
having been paid away as management remuneration. 
In such a case an attempt must be made to substi- 


tute reasonable remuneration but this remuneration. 


may be for ‘special knowledge, personal relationship 
with customers and constant daily attention’. The 
hypothetical purchaser: 

‘would recognize the value of these factors and make 

due allowance for much more than the ordinary 
remuneration’.? 

The reverse position may arise if, for instance, in 
the accounts of a subsidiary company, whose shares 
have to be valued, the management charge by the 
parent company has been inadequate. 

It is unlikely where there are minority interests 
that the directors’ remuneration is unreasonable. 
Directors and accountants are aware of Section 210 of 
the Companies Act, 1948, which gave minority 
shareholders the right to apply to the Court in certain 
circumstances. However remote this possibility may 
be, it is probable that directors do, and they certainly 
should, keep in mind that they must not ignore the 
just rights of shareholders who are not directors. If 
there are service agreements with the directors, the 
Court would be reluctant to interfere and the hypo- 
thetical purchaser cannot put himself in a better 
position than the existing shareholders. 

Greater attention should be paid to dividends than 
profits. In these days when industry is trying to finance 
the replacement of its assets at ever-increasing prices 
and the Chancellor is putting every obstacle in the 
way of large distributions, little complaint can be 
made if the dividend represents only a modest share 


1 Smyth v. CLR, ([1931] LR. 643). 
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of the profits. The Commissioners are usually 
prepared to disregard the. profits and base their 
valuations on dividends if there has been any sem- 
blance of a dividend policy. But if after charging 
reasonable remuneration the dividends have little or 
no relationship to earnings, dividends as a method 
of share valuation must be abandoned. In Salwesen’s 
Trustees v. Commissioners of Inland Revenue (1930), 
the circumstances were exceptional; the average 
annual profits amounted to 164 per cent and the 
dividends to 24 per cent of the issued capital. It is 
not surprising that Lord Fleming should declare that: 


‘these figures suggest to me very strongly that it 


- would be quite fallacious to value these shares on 


i the basis of the dividends paid and without regard 
` tò the amount of the profits earned but not dis- 
tributed’. b 


In valuing shares on an earnings or dividend 


‘basis accountants should be aware of the relatively 


large yield that a seller is compelled to offer to effect 
a ‘placing’. Recent examples of placings suggest that 
dividend yields of 10 per cent are by no means un- 
common, and as these placings are conditional on an 
introduction to the market it can fairly be argued that 
the yield in a company whose shares are not quoted 
should be considerably greater owing to a purchaser’s 
difficulties in disposing of such shares. It should also 
be noted that the seller will not receive the price paid 
by the buyer on the Stock Exchange. 

The following statement shows the high yields of 
the last five introductions to the Birmingham Stock 
Exchange made by an issuing house. It also shows 
that the dividend yield is only about half the antici- 
pated earnings yield. 


Ordinary share introductions on the Birmingham Stock 
Exchange 1950-51 
At the placing price 


Market 
value of Earn- Divi- 
ordinary ings dend 
share yield yield 
Date of placing Business capial (egs) (or) 
0 Ki 
1. March 1950 Metal] smallwares 
manufacturers 106,875 248 oi 
2. May 1950 Firebrick manu- g 
. facturers 145,835 23°3 12 
3. November r950 Rust-proofers 212,500 215 DEN 
4. January 1951 Earth moving . 
+ equipment manu- 
facturers 212,500 24'0 10} 
5. March oer Electrical switch- 
gear manufac- 
turers 175,000 20'% 10} 


Lei The earnirgs yield is calculated after profits tax at rate on 
` undistributed profits, Le. 10 per cent, and based on pros- 
pectus estimates of profits for the current year. 

(b) The issued capital of each of the above companies consists 
entirely of fully-paid ordinary shares of 1s each with the 
exception cf No. 3 which has, in addition, 14,400 7 per cent 
preference shares of £1 each, fully paid. 


Asset Value 


Except in cases where shares have to be valued under 
Section 55 of the Finance Act, 1940, a valuation on an 
asset basis is unusual although the Commissioners 
often seek a valuation which is a, combination of 
profits and asset backing. Lord Fleming, in M’Connel’s 
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Trustees 0. Commissioners of Inland Revenue, said: 
‘In my opinion it is a mistake to suppose that the 
value of a share in a company is to be ascertained 
with reference merely to the income which it yields, 
and without any regard to its capital value.’? 
This, however, was an exceptional case where the 
deceased owned 998 out of 1,000 shares and the 
company never had any prospect of earning profits. 

The method sometimes suggested by the Commis- 
sioners for a holding of from, say, 30 per cent to, 
50 per cent of the equity capital is to take the book: 
value of the tangible assets and add a calculated\ 
figure for goodwill. After deducting, say, 74 per cent . 
of the tangible assets from the anticipated profit Che 
balance of profit multiplied by, say, three years’ ` 
purchase gives a figure for this goodwill. Owing to. 
varying methods of providing for depreciation - of 
fixed assets, and the varying dates and price levels 
at which these assets have been acquired, it is quite ` 
impossible to fix any standard rates or number of 
years’ purchase. In fact, it is submitted, a hypo- 
thetical purchaser, having satisfied himself that the 
company is sound in other respects, will pay very 
little attention to the asset position and will only 
consider the earnings and dividends. 

It is of interest to see how such a method of valuing 
poem compares with the actual goodwill in the 

ve companies listed in the statement on page 424, all 

of which are in very much the same class. In no com- 
pany have the fixed assets been revalued for the 
‘offer’; in the advertisement they are all given at their 
normal written-down values. 


Difference between market 

value of ordinary share 

capital and tangible assets, 
ie. goodwill 


Number of years’ pur- 
chase of super-profits 
after deducting 7} per 
cent on tangible assets 


Company No. 1 18,928 I 
Company No, 2 5,804 Pd 
Company No. 3 122,036 34 
Company No. 4 75,921 2 
Company No. 5 44,284 x} 


The wide variations in the last column suggest that 
any valuation based on super-profits is unreliable. 
Asset values are, however, relevant in cases where 
there are no profits or dividends. These cases present 
great difficulty as very often the assets indicate a 
positive and even substantial value, but what hypo- 
thetical purchaser of such shares is prepared to 
purchase a minority holding? Any attempt by the 
Commissioners to suggest that he would be interested 
in a liquidation value should be resisted as a minority 
shareholder has no means of forcing a liquidation, 
which indeed needs a 75 per cent majority. It is 
probable in such cases that the liquidation value of 
the assets cannot be completely ignored but a 
theoretical liquidation may give rise to a theoretical 
distribution charge for profits tax. It is of interest 
that when Mr Justice Rowlatt was considering a 
liquidation valuation he suggested that a hypothetical 
purchaser would require a profit of, say, 50 per cent 
if the company were to be wound up. 
1 ([x927] 6 A.T.C. 469). 
3 In re Courthorpe ([1928] 7 A.T.C. 538). 
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Finance Act, 1940, Section 55 


If at any time within the five years before the date of 
death the deceased had control of the company,® the 
method of valuation is by reference to the net assets 
of the company. This question of control is so import- 
ant that accountants should study the definition with 
care, as the word ‘control’ has a special and unusual 
definition in this context. For instance, 2 50 per cent 
holding, not 51 per cent, gives control; a governing 
director is almost certain to have control under these 
sections even if he owns. no shares, as he would 
probably have power to nominate, or veto the appoint- 
ment of, directors. 

If there have been gifts of shares inter vivos, thesé 
will also have to be valued on an assets basis with the 
important proviso that if the shares at the time of the, 
gift valued at a ‘fair’ price did not exceed {500 they 


„avoid duty, assuming that the beneficiary has received 


no other gifts.4 Similarly, if the testator had sold 
shares within the five years preceding death, duty 
is only payable on the difference between the sale 
price and the ‘fair’ price at the date of sale, again 
assuming that this, together with any other gift inter 
vivos, is greater than £500. 

In arriving at a share valuation based on assets no - 
great difficulties would normally arise if it were not 
for Section 59, which specifically states: ‘Assets 
include goodwill’. There has been no judicial guidance 
on valuing such goodwill so that accountants and the 
Estate Duty Office have evidently decided to com- 
promise rather than to risk an appeal to the Court. 

It should be noted that as the value of the tangible 
assets increases so the super-profit, on which the 
goodwill depends, decreases, so that in fact there may 
be no goodwill at all. Mr Justice Sankey, in consider- 
ing the 1894 Act, laid down that: 

‘the principal value of property means the price 

which the property would have fetched on the death 

of the deceased in the open market if it had then 

been sold in such a manner and subject to such 

conditions as might reasonably be calculated to 

obtain for the vendor the best price for the property.’® 
The Commissioners argue that for the purpose of 
Section 55 the value of a company’s assets cannot be 
less than the best price which could be obtained for 
the tangible assets, but might be more than the 
tangible assets if any goodwill exists. The accountant 
may argue that the fact of having to value the tangible 
assets on a ‘going concern’ basis will automatically 
include goodwill. This argument is invariably 
resisted; it is probable that the argument is only 
partially true. They are ‘live’ assets and not ‘dead’ 
ones, and as such must necessarily include some 
element of goodwill. 

It is dangerous to quote any particular case as it 
would be impossible to give all the facts. However, 
to indicate how a compromise may ultimately be 


3 For definition of ‘company’, see Sections 58 and eo, 
Finance Act, 1940. : 


4 Finance Act, 1949, Section 33. 
5 Ellesmere v. C.I.R. ([1918] 119 L.T. 568). 
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eached the following summary of an actual case may 
3e of interest: 

The company had made pre-war profits of some 
£8,500. After paying excess profits tax the agreed 
srofit for purposes of the valuation was £18,400. The 
value of the tangible assets was agreed at f 100,000, 
‘epresenting an increase of some Jo per cent over 
s00k values. The Commissioners calculated that the 
tangible assets should earn 5 per cent, i.e. £5,000, and 
they then capitalised the super-profits (£13,400) at 
three years’ purchase, i.e. £40,000, which they said 
represented a modest value of the goodwill. It should 
ze noted that the profits of £18,400 represented a 
yield of about 13 per cent on the total asset value of 
£140,000. The accountants argued that if there were 
iny goodwill it had already been allowed for in 
writing-up the fixed assets. They were prepared to 
nelude a token figure of £5,000. After an exchange of 
pleasantries continuing for several years (which came 
year to an appeal) a compromise was agreed at a 
igure of £20,000. 

Liabilities 
Difficulties may arise, in an asset valuation, in 
deciding what items should be considered for deduc- 


tions. Finance Act, 1940, Section 50, states: 


‘the Commissioners shall make an allowance... for 


all liabilities of the company (computed as regards ` 


liabilities which have not matured at the date of 
death, by reference to the value thereof at that date, 
and as regards contingent liabilities, by reference to 
such estimation as appears to the Commissioners to 
be reasonable) other than — (b) liabilities incurred 
otherwise than for the purpose of the business of the 
company wholly and exclusively.’ 
The terms ‘liabilities’, ‘provisions’ and ‘reserves’ are 
technical terms and should assist, but there are always 
borderline liabilities which present difficulties. Fortu- 
nately the debatable question of ‘future taxation’ has 
come before the Courts. In arriving at the asset 
values no deduction’ may be made in respect of 
income-tax for the year following the death, although 
that liability is based on profits earned before death. 
In Re Duffy! the testator died on June 24th, 1942, and 
the Commissioners had made allowance for the whole 
of the 1942-43 Schedule D liability. The claim for an 
allowance for the 1943-44 liability was refused. There 
is no judicial authority for an allowance of the whole 
of the current year’s tax but it is customary to con- 
cede this. 

It is sometimes difficult to determine whether a 
vague ‘pension reserve’ should be deducted. While the 
directors may have decided against labelling this as a 
provision it is probable that there may‘be a moral 
obligation to pay pensions, at any rate to certain 
officials. The Commissioners are usually prepared to 
admit a deduction if the amount can be justified with 
even the least ‘substantial accuracy’. 

The possibility of a liability for the profits tax 


distribution charge is sometimes overlooked. Public 


‘ ([1948] 27 A.T.C. 324). 
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companies have, on the whole, omitted reference to 
the ever-increasing amount involved, but the Finance 
Act, 1951, Section 31, reminds accountants that if 
accumulated profits are capitalized by way of bonus 
shares the possible liability still exists. The following 


note appearing in a recent set of accounts is of interest: 


‘Provisions for taxation do not include additional 
profits tax which would be payable in the event 
of a subsequent distribution of retained profits and 
which would amount to approximately £250,000 
before providing for such income-tax relief as may 
be obtainable thereon.’ 

The chairman, Mr W. L. Barrows, F.c.4., in the 

directors’ report commenting on this note, says: 

‘Public companies do not as a rule disclose this 

information, but it is felt that a true and fair view 
of the position of this group is not disclosed unless 
reference is. made to this contingency.’ 


Profits Tax and Capital Structure 


In cases where the company has a large preference 
capital in relation to ordinary capital the incidence 
of profits tax has a considerable depreciatory effect 
on the value of ordinary shares, and for probate 
purposes must be emphasized. The Institute’s 
memorandum for the Royal Commission on the 
Taxation of Profits and Income refers to this point: 
‘Dividends paid to preference shareholders are 
not allowed as a deduction in computing the amount 
on which profits tax is chargeable. ... Accordingly, 
the whole burden of the tax falls on the... ordinary 
shareholders. If, therefore, the amount of preference 
capital is high in relation to ordinary capital, or if 
the amount of the-preference dividend is high in 
relation to the total profits, the effective combined 
charge of profits tax and income-tax on the remain- 
ing profits must exceed ros 7d and in extreme cases 
could exceed 20s in the £? 


Finance Act, 1940, Section 46 


It is not possible in this paper to examine this 
complicated piece of legislation in detail; nor is it 
necessary. As, however, it refers to a transfer ‘at 
any time’ of any property, for instance a sale of a 
business to a limited company, however long ago this 
may have taken place, there is a continuing contingent 
liability for ultimate death duties. This in itself would 
not affect share valuations, but if there is a liability 
under this section it is payable by the company? 
Although the Inland Revenue have officially stated 
that they would apply the statutory provisions ‘in a 
reasonable manner’ several accountants have seriously 
considered whether reference to a contingent liability 
should be made on the annual balance sheet. It is 
significant that in ‘offers for sale’ the issuing house 
usually demands indemnity against possible liability 
under Section 46. The depreciatory effect of such a 
contingent liability should be considered in a probate 
valuation where there has been a transfer of property 
to a company with a reservation of benefits in favour 





2 Finance Act, 1940, Section 54. 
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of the vendor. It may be said, however, that there is a 
danger in suggesting to the Commissioners that there 
may be a liability under Section 46 as it is only the 
Commissioners who are likely to institute proceedings 
under this section. 


Marginal Relief 


Many accountants must reach the stage when time 
and the pressure of the beneficiaries suggest a com- 
promise over a valuation. Before agreeing to any 
increase in the valuation it is of importance to con- 
sider the question of marginal relief. 
An estate of {£60,000 pays duty at 35 per cent, 
i.e. £21,000. 
An estate of £65,000 pays duty at 40 per cent, 
i.e. £26,000. 
Owing to marginal relief between {60,000 and 
£65,000 any amount reducing an estate from £65,000 
to £60,000 saves duty not at 40 per cent but at 
rco per cent. 


Conclusion 


It is impossible in a short paper to give examples of 
the many different methods of arriving at valuations 
for probate purposes. The numerous items which 
must be taken into consideration cannot be calculated 
on a ‘points’ basis; each factor is given due weight 
and in the end the accountant decides his basis and 
arrives at his valuation. It will not be easy for him to 
give all his reasonings as to why that figure is in his 
opinion correct. As an Irish judge puts it: 
‘On some of these elements persons accustomed to 
value can place a relevant figure, but the test for some 
of the others is merely general business experience.’ 
It is the privilege of accountants to live in the 
atmosphere of their clients’ financial affairs and with 
their experience they can be relied on to arrive at a 
reasonable valuation. Once they have come to their 
decision they should resist attempts to upset the 
valuation. It is the duty of the Commissioners to put 
counter-arguments but accountants who are in 
possession of all the facts will usually be on more 
certain ground, and their arguments will usually 
succeed and prevent duty being paid on valuations 
which are unrealistic, It is a measure of their success 
that there is such a negligible amount of case-law on 
the subject to be studied by anyone attempting to 
address an autumnal conference of chartered 
accountants. 


DISCUSSION 


Opening the discussion, Mr T. Fleming Birch, F.c.a. 
(Haywards Heath), said in the course of his remarks: 

We have all listened with great interest to the two 
speakers, and I am sure that what they have told us 
will be of considerable help and valuable guidance 
to those of us not fully experienced in the valuation 
of holdings in private companies. 

The remarks I propose to make will be mainly 
concerned with valuations for probate. I had hoped 
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that Mr Hamilton Baynes would have been able to 
give us a tip as to how we could cut down the time 
taken in the lengthy negotiations with the Estate 
Duty Office. I am sorry to learn that he is not able to 
give us much help in this connexion; in fact, he feels 
the time may in future be extended. The speakers 
have given us a very clear exposition of the technique, 
and it seems to me that if they could only get the 
Estate Duty Office to subscribe to the methods put 
forward, the time taken in negotiations would be 
cut down. It is quite clear that on occasions, rightly 
impatient beneficiaries favour a compromise which 
may not always be the correct figure. 

Referring to the suggestion that cases for appeals~ 
should be settled by a tribunal,! and that the Institute 
do not consider such a change desirable, I would 
strongly support this view. 

Mr A. S. H. Dicker, M.B.E., F.c.A. (Norwich), said: 

Both speakers and Mr Fleming Birch have touched 
upon a certain state of affairs which to my mind is 
liable to create disturbing thoughts in the minds of 
many accountants, especially those whose practical 
experience in these matters is limited to a few 
occasional cases. I refer to the implication that 
negotiations which are protracted by cesign are for 
the ultimate benefit of the estate, and conversely 
that too early a settlement might be prejudicial to 
the ‘estate. Since the very heavy increase in death . 
duties has assumed such importance it is natural 
that negotiators have had to go slowly and most 
carefully, examining to the smallest cetail every 
condition which offered prospect for relief, and it is 
appreciated that the consequent arguments and 
counter-arguments have necessarily involved a pro- 
tracted period of negotiation before a satisfactory 
settlement could be made. 

It is apparent from the two excellent papers we 
have heard today, and from other publications, that 
during this process a number of practitioners have 
acquired considerable experience in these matters 
and can rightly be regarded as specialists and experts. 

I am suggesting that the time has row arrived 
when this period of exploration is over, and that with 
the knowledge which has been acquired by these 
experts and the examiners of the Estate Duty Office, 
it should be possible to. draw up some code or set of 
formulae on the basis of which settlements could be 
more speedily obtained, such information being 
readily available to all negotiators. 

_ To put my thoughts in question form: 

(1) Is it necessary and desirable in present condi- 
tions that a ‘delaying’ or ‘wearing down’ 
policy should be regarded as the best practice? 

(2) Is a continuance of such practice strictly in 
accordance with the high ethical standards of ` 
our profession? 

(3) Is it considered that a material benefit would 
result if some form of ‘expert opinion’ were 
constituted, readily available to accountants? 


1 See page 421. 
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The General Election: Accountant 
Members of Parliament 
All but one of the results of the general election have 
now been announced. Polling in one constituency in 
the North of England has still to take place. With this 
result to come, the state of the SR is as follows: 


Conservatives and Associates . 321 
Labour .. 294 
Liberal . sí D Si D 6 
Others .. ve D si zi 3 
i 624 


= 


The Government majority over all others is there- 
fore 18. 
There are five accountant Members of Parliament 


in the new House, each of whom represented their. 


constituencies in the last Parliament. They are: 
Commander T. D. Galbraith, C.A., senior partner in 
the firm of Messrs Walter & W. B. Galbraith, 
chartered accountants, of Glasgow, Conservative 
Member for the Pollok Division of Glasgow; Sir J. 
Stanley Holmes, F.c.A., senior partner, Messrs 
Stanley Holmes & Co, chartered accountants, of 
London and Bristol, National Liberal Member for 
Harwich; Mr Roland Jennings, F.c.a., senior partner, 
Messrs Roland Jennings & Co, chartered accountants, 
of London and Sunderland, Conservative and Liberal 
Member for Hallam, Sheffield; Mr A. E. Marples, 
A.S.A.A., director of a firm of civil engineering con- 
tractors, Conservative Member for Wallasey, and 
Mr G. P. Stevens, F.c.a., a partner in the firm of 
Messrs Pannell, Crewdson & Hardy, chartered 
accountants, of London, who is Conservative Member 
for the Langstone Division of Portsmouth. 

Mr John Diamond, F.c.a., who was previously 
Labour Member of Parliament for the Blackley 
Division of Manchester, this time failed to secure a 
majority, as did the sixteen new candidates, who are 
members of the profession, mentioned in these 
columns in our issue of October 2oth. 


Two More Productivity Reports 


Two more productivity reports from teams who have 
visited the United States under the auspices of the 
Anglo-American Council on Productivity were 
published on Thursday.! That of the footwear team 
is a thick volume of over 200 pages, the largest so far 
in the series, and constitutes a veritable handbook 
to the boot and shoe industry. Among the team’s 
interesting findings is the fact that no less than 95 per 
cent of the shoe operatives in America are on some 
form of incentive payment as compared with about 
"50 per cent in this country. It was noted also that, as 
might be expected, great emphasis is laid on good 

1 Footwear Productivity Team Report (ros post free) and 
Training of Operatives Productivity Report (3s'post free), 


from the Anglo-American Council on Productivity, 21 
Tothill Street, London, SW1. 














planning, the reward being a higher output ga $ is 
generally obtained in this country. As a result of 
their observations, based on visits to seventeen 


-representative factories, the team recommends, inter 


alia, that manufacturers in Britain should try to 
reduce the number of styles, that consumer demand 
should be directed towards a simpler range of product, 
partly by sales technique and partly by ensuring that 
special or non-standard orders are properly costed and 
priced accordingly, and that methods of shoe con- 
struction in any one factory, or in separate sections of 
a factory, should be standardized as far as possible. 
It is comforting to note that while the team agrees 
that productivity in the American shoe industry is 
higher than here, it adds: 

“There are many aspects of shoe manufacturing in 
which we are ċonfident that we are unequalled, and 
and on certain matters we are of the opinion that 
the American shoe industry might well benefit from 
our example and experience,’ 

The report of the team sent over to America to 
study problems of training young people and adults 
to become efficient operatives in industry is a slender 
volume, as productivity reports go, but its interest 
is in inverse ratio to its size. The whole system of 
vocational education, so highly developed in America, 
is fully discussed and while the team found that the 
methods of training do not differ much from those 
in this country, there was an air of encouraging 
vitality and enthusiasm among the trainees, eager 
to participate, at the end of their period of instruction, 
in the prosperity which springs from hard work and 
ample opportunity. 


Coal Stocks Below Target 


“This week sees the beginning of ‘coal winter’. It had 


been hoped that there would be 18 million tons of 
coal in reserve to carry the country over the next six 
months, when consumption is in excess of supply. 
This was the figure officially put out as necessary to 
cover all contingencies about the weather, increases 
of consumption and falls in production, to ensure 
that there was no lack of coal for industry and for 
domestic consumption. 

In the event it is likely that the final published stock 
figure will be around 17 million tons. This will give 
a position which is better than last year but worse 
than was hoped for. The main cause of anxiety is in 
the stock position of the larger grades of coal. These 
are wanted for the railways, gas-works, and for 
domestic consumption. There is an obscure factor in 
the case of domestic supplies, since it is not possible 
to say exactly how far the domestic consumer is safe- 
guarded by having stocked up during the summer 
months while prices were reduced to encourage him 
te do so. 

Altogether, the stock position is not very critical 
but there is no margin for contingencies. 





428 


Record Shipbuilding Activity 


Shipping under construction in British yards is now 
higher than at any time since 1921. The industry’s 
order book stands at something like 6} million tons, 
` valued at £550 million. About two-thirds of this has 
still to be laid down and some one-third of it is for 
export. 

Tanker tonnage is still an outstanding feature of 
the figures, accounting for more than half the total, 
but there are signs that orders of other classes of 
‘merchant tonnage are on the increase. This is not 
surprising, for many shipowners must now be faced 
with an urgent replacement problem for obsolescent 
tonnage, a problem which fortunately is not as in- 
tractable as it was at this time last year. Since then 
costs have failed to decline but there has been a most 
spectacular rise in freights, which has raised the 
prospects of high-cost tonnage paying its way- 
provided there is no return to the level of freight 
rates ruling in, 1950. 

Guessing the long-term trend of freight rates may 
not be a profitable occupation, but it is likely that 
the current firmness in the market has persuaded 
some of those who were undecided about investing 
in new ships, to place an order. 

In addition, of course, to merchant tonnage, the 
ship-yards are doing an increased amount of Admiralty 
work. 


Restlessness in the Sterling Area 


There are increasing signs that the weakness of this 
country’s balance of payments position is setting up 
a serious strain among the members of the sterling 
area. The willingness in the recent past of members of 
the sterling area to accumulate large sterling reserves 
in this country — larger than could be necessary 
either to meet short-term liabilities or for currency 
reserves — has been a principal reason for the delay 
in the onset of a balance of payments crisis for 
Britain. This country has been living for some 
months on the willingness of the Commonwealth to 
amass what amounts to large balances of uncon- 
vertible sterling. 

There are now signs that this patient attitude by 
our closest friends may not endure a great deal longer 
and in proportion that this is true it brings that much 
nearer a critical exchange position. Recently, India 
let it be known that it viewed with disapproval the 
present.working of the sterling area. Likewise Ceylon 
has expressed a certain restlessness about this 
country’s inability to allow Ceylon’s balances to be 
turned into goods. 

Last week there was a much more serious develop- 
ment when Sir Douglas Copland, Vice-Chancellor 
of Canberra University, and one whose views are 
known to influence the Australian Government, came 
forward with a plan to make Australia self-supporting 
in dollars. The object of the scheme would be for 
Australia to have direct access to the dollar area in 
matters of exchange and in this way be more able to 
stimulate the flow of dollar capital into Australia. 
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The case, which is to a large extent statistical and 
revolves round the external trade position of Australia, 
cannot be set out here, but it reflects to some extent 
the current Australian optimism about its future, 
which is in turn based on the present high prices of 
wool and meat. 

All these moves are being carried out with the 
decorum which usually attends an exchange of 
opinions between members of the family and their 
associates. But, as we outlined in a leading article last 
week, the signs of restlessness are exceedingly serious 
for the sterling area, and for this country ir. particular. 


Rubber Trends 


There is some possibility that the estimates by the 
Rubber Study Group of the world production of 
natural and synthetic rubber will be exceeded. It is 
true that unstable conditions in Malaya have 
adversely affected production there, but on the other 
hand there is some possibility that the estimated 
production of natural rubber in Indonesia will be 
outpaced. World output of synthetic rubber is also 
expected to exceed the estimate even though United 
States production was not stepped up until towards 
the end of last year. 

On the whole it seems likely that world consump=" 
tion will not seriously diverge from estimates. What 
slight decline there may be is likely to come from the 
United States. There should, in consequence of these 
consumption trends, be a surplus of natural rubber 
for the world’s stocks. It seems probable that this will- 
be absorbed without undue difficulty by governments 
and by industry. The latter in particular is thought 
to have run down its stocks to the minimum over the 
earlier part of this year. 


More Metal Allocations 


The fourth quarter allocations of tungsten and, 
molybdenum which were announced from Washing- 
ton last week are an improvement on the third 
quarter’s arrangements. The amounts coming under 
the quota arrangements have been increased — from 
2,800 tons to 3,245 tons in the case of tungsten, and 
from 4,400 tons to 4,720 tons in the case of molyb- 
denum. The allocations in the third quarter, which 
were inevitably of a stop-gap nature, concerned only 
metal ores and concentrates, but in the fourth quarter 
the arrangements cover primary products as well, 
This last means that an effort is being made to ration 
internationally these two metals in the form in which 
thev are actually used by industry. 

There is one other feature of interest in the new 
quota arrangements. In the previous quarter any 
possibility of quota arrangements clashing with long- 
term contract arrangements was studiously avoided. 
This time it has been suggested that those countries 
with contract supplies in excess of their qucta should- 
pass the difference on to others. This will be a 
development worth watching, for there are some 
important. international commodities which are 
hindered from obtaining a better distribution by 
long-term contracts. 


November 3rd, 1951 


THE ACCOUNTANT 


429 


REVIEWS 


The A.B.C. of the Foreign Exchanges 
by Norman Crump 
(Macmillan & Co Ltd, London. 12s 6d net) 


When the first edition of this book was issued in 1892, 
a knowledge of the working of the gold standard was 
adequate for understanding the theory of foreign 
exchange. By 1936, when the last edition of this book 
was issued, there had been considerable changes in 
the basis of international finance. Changes since then 
-have been revolutionary, however, and the theory 
and practice of foreign exchange now constitute an 
extremely complicated study. In this eleventh edition, 
Mr Crump must be congratulated on the way he 
deals with a subject which, however difficult, is 
nevertheless fundamental to an understanding of 
present-day problems. 


A Practical Epitome of the Death Duties 
i f Second Edition 
by David Harrison, LL.D. 


Consulting Editor for Scots Law 
R. A. Grieve, B.L. 


(Sweet & Maxwell Ltd, London, and W. Green & 
Son Ltd, Edinburgh. 37s 6d net) 

This book contains 180 pages of text and about 200 
pages of Statutes and Orders, so that the treatment is 
not so full as in larger works on this difficult subject. 
Within its limits, however, it does deal lucidly with 
most of the problems and should be of especial help 
to the student. The authors are both officials in the 
Estate Duty Office of the Inland Revenue and bring 
long practical experience to their difficult task. 


Issue, Control and Regulation of Capital 
by F. P. Randall, ECTS 


(W. Heffer & Sons Ltd, Cambridge. 12s 6d net) 


This book is described as an epitome of facts, con- 
siderations, and principles covering financial matters, 
controls, and statutory and other regulations affecting 
investment capital for introduction to the new issue 
market. General remarks about company capital are 
followed by résumés of Stock Exchange and Com- 
panies Act requirements. 


The Legal Aspects of Business 
Second Edition 
by H. R. Light, B.Sc. (Lond.), F.C.I.S. 
(Sir Isaac Pitman & Sons Ltd, London. 15s net) 
The second edition of this book has been extended 
to include a section on wills and intestacies, and two 
chapters on the contract of employment and the 
statutory control of employment. These are not of 
course exhaustive but ‘are designed to meet the 
syllabuses of certain professional examinations. 





Dymond’s Death Duties 
The First Supplement to the Eleventh Edition 


by Robert Dymond, Solicitor 
and Reginald K. Johns, LL.B. 


(The Solicitors’ Law Stationery Society Ltd, London. 
5s net) 

Indispensable to the owners of the main works, 
this supplement will be of considerable value even to 
others, for it deals very fully and very lucidly with the 
many changes in law and practice in the last nine 
months or so. The text of the relative provisions of 
the Finance Act, 1951, is of course included. 


Office Organization and Management 
by the late Lawrence R. Dicksee, Sir Herbert 
E. Blain, C.B.E., and Stanley W. Rowland, 
LL.B., F.C.A. 
Fifteenth Edition by Donald Cousins, 
Professor of Accounting, Birmingham 
University 


(Sir Isaac Pitman & Sons Ltd, London. 18s net) 


This, the fifteenth edition of what has for so many 
years been an authoritative handbook, maintains the 
high standard of earlier issues. To bring together 
within one volume the essentials of the many aspects 
of office administration, is no mean achievement; this 
feature, together with its readableness, makes the 
publication of the greatest value to business men. 
This new edition includes the main features of the 
Companies Act of 1948, together with certain other 
statutory changes. 

This most useful book might have been made even 
more useful, however, if in the light of the growing 
interest in modern industrial accounting, the biblio- 
graphy had included a few more authorities on 
industrial accounting. 


Teach Yourself Management 


by M. Gilbert Frost, A. CCS, M.I.W.M., 
M.I.P.M., A.M.L.I.A., A.C.W.A. 
(The English Universities Press Ltd, London. 
6s net) 
Too often the accountant or engineer occupying a 
senior position in industry is technically efficient but 
nevertheless finds himself at a disadvantage as a 
manager. Accountants who study Mr Frost’s excel- 


` lent introduction to management are less likely to fall 


into this category. His survey is lightly written but 
provides a comprehensive and practical survey within 
a small compass. Although Mr Frost covers all phases 
of management, accountants will find the two 
chapters on making the office efficient particularly 
useful, while his discussion of what a manager needs 
in the way of cost information should be studied and 
re-studied by every industrial accountant. 
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Cyclical Movements in the Balance of 
Payments ` 
by Tse Chun Chang, Ph.D.(Cantab.) 

(Cambridge University Press, London. 18s net) 
In the light of Keynesian doctrine, Mr Tse Chun 
Chang has studied cyclical fluctuations in the balance 
of payments for the period 1924-38. First analysing 
the factors concerned on a theoretical basis, the author 
‘then tests the theory by applying it to five specific 
cases, viz.: the United Kingdom, the United States 
of America, Australia, Sweden and Chile. The choice 
of these countries was determined by the fact that 
they represent varying degrees of industrialization 
and self-sufficiency. Some consideration is also given 
to Canada which has certain special features. 

The conclusions point to the all-pervading nature 
of the trade cycle in a relatively free world economy. 
The precise effect, both general and so far as the 
balance of trade is concerned, on any particular 
country depends largely on the factors peculiar to 
the latter. 

Although the degree of planning and control in 
the world of today is such as to reduce the effect 
of cyclical fluctuations, there still exist economic 
phenomena of this nature which this scholarly book 
does much to explain. 


Fundamentals of Accounting 
by Harry H. Wade, B.Sc., M.A., C.P.A. 
Third Edition 
(Chapman & Hall Ltd, London. 38s net) 

Many American introductions to accounting are so 
clearly and attractively written that it is unfortunate 
for British ‘students that the latter can make only 
limited use of them. Professor Wade’s text-book falls 
into this category and once familiar with’ basic 
theory, advanced students, under guidance, may find 
it helpful to read — though not perhaps to study — 
such a publication as this, for it does present the 
principles of accounting well. 

As a third edition, the book includes various 
improvements of which the most important is the 
appendix giving examples of the financial statements 
included in annual reports to shareholders in America. 
From the students’ point of view, principles are well 
illustrated, and numerous problems are set on each 
chapter. 

E Ranking. Spicer and Pegler’s 
Executorship Law and Accounts 
Eighteenth Edition 
by H. A. R. J. Wilson, F.C.A., F.S.A.A. 
(H.F.L. (Publishers) Ltd, London, and Sir Isaac 
Pitman & Sons Ltd, London. 30s net) 
The outstanding feature of this new edition of a well- 
known text-book is the ably written chapter on 
trusts which forms an excellent introduction for the 
student to a difficult subject. For the rest, the 
hitherto high standard has been well maintained, The 
chapter on death duties is necessarily abbreviated. 
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Cost Accounting for the Pharmaceutical 
Industry 
(Report of the Costing Committee appointed 
by The Council of the Association of British 
Pharmaceutical Industry) 
(The Association of British Pharmaceutical Industry, 
London. 25s net) 

This report is the result of an examination of costing 
practice in the pharmaceutical industry, and its 
object is to assist members of the trade association 
concerned to improve their methods of cost account- 
ing. As a general exposition of cost accounting 
principles it merits careful study and the examples 
given of forms and of classification of accounts will” 
be very useful, not merely to those engaged in the 
industry, but also more widely. 

It discusses batch costing and costing cf continuous 
processes, especially important for the pharmaceutical 
industry; then at greater length, standard costs, 
although it avoids giving any positive lead as to the 
cases where they are suitable and where they are not. 


Motorists and the Law 
by K. McFarlane, LL.D., J.P. 
(Stevens & Sons Ltd, London. es net) -~ 

This volume, paper-backed and containing 119 pages, 
forms part of the publishers’ “This is the Law’ series. 
The author leads his reader through the labyrinth of 
law dealing with the purchase and sale of cars, 
liability for accidents, and the innumerable statutory 
regulations affecting motorists and other road users. 
It forms an excellent brief guide for the layman. 


‘Tax Conventions between The Swiss i 
Confederation and the United States 


by Dr Mitchell B. Carroll and Dr Kurt Locher 


(International Bureau of Fiscal Documentation, ' 
Amsterdam. Swiss Frs. 7.20; $1.65) i 


Two tax conventions have recently been concluded 
between Switzerland and the United States, one in 
May on income-tax, and one in July on succession 
duties. About half of this booklet is occupied by a 
reproduction of the authentic texts in English and 
German; the other half is devoted to commentaries, 
one by an American, and one by a Swiss, which show 
briefly the effect of the conventions in tke respective 
countries. ` 
SHORTER NOTICE 


Tue ELECTRICITY STATUTES, ORDERS AND REGULA- 
TIONS (Second Edition), compiled ky Norman 
Elliott. (South-Eastern Electricity Board, Hove, 
Sussex, £1 1s net.) The law relating to the supply of 
electricity is now governed by a series of statutes 
beginning in 1882 and a large number of Statutory 
Orders and Statutory Instruments, so that it is— 
difficult to find one’s way about. Here is a book 
which will save much time by bringing al! this matter 
under one stout cover, in chronological order, with a 
seventy-two-page index that simplifies the task still 
further. 
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FINANCE AND COMMERCE 


For the stock market the General Election poses just 
as many problems as it answers. The result is that 
there is not the marked display of confidence so freely 
predicted as the outcome of a Tory victory. The 
present disposition seems to be to wait until the 
basic plan of the new Government’s economic 
policy is made known. At best the return of confidence 
must be a gradual process. Meanwhile values have 
reacted quite sharply from the high points reached 
immediately before the election. 


Ely Brewery 

This week’s reprint gives the balance sheet of the 
Ely Brewery Co Ltd, whose chairman, managing 
director and financial director, Mr L. Nidditch, is 
at loggerheads with the dealers in his company’s 
shares on the London Stock Exchange. In fact; 
Mr Nidditch is upset with the whole Stock Exchange 
dealing system as carried on in the London market. 
The shares, he says in his 15,000-word review with 
the accounts, have been ‘beared most improperly’, 
‘knocked down by the market’, and ‘brought down 
to that (low) level by market manoeuvring’. The 
company’s financial position has been mis-stated; 
certain jobbers, says Mr Nidditch, have in their daily 
lists published incorrect information regarding the 
company, in that the earnings given bore no true 
relation to the company’s official balance sheet. There 
has been lengthy correspondence with the chairman 
of the Stock Exchange Council on the subject of the 
business conducted in the company’s shares. 


Correspondence Closed 


' The point has been reached where the Stock Exchange 
chairman has closed the correspondence as serving 


no useful purpose, through his solicitors who concur ` 


in that opinion. And the dealers themselves, those 
who stand in the market place as buyers or sellers 
according to the way of the market, have ceased to 
deal in the company’s shares. 

In the course of his remarks on what he feels is 
bad Stock Exchange practice, Mr. Nidditch states 
that ‘earnings yield has always been the base for the 
value of any share, whether on the Stock Exchange, 
private buying or selling, or by the Inland Revenue’ 
and that the ‘only basis for price fixing, if jobbers 
are really needed, is the balance sheet and profit and 
loss account’, Can one imagine a broker arguing a 
price in the Stock Exchange on the basis of a com- 
pany’s last accounts without reference to the general 
situation at the moment? 

Whatever may be the rights and wrongs of the 
Ely Brewery situation, one has to realize that the 
Stock Exchange is a market which is influenced, like 
any other open market, by a wide variety of factors. 
Imagine, for instance, trying to sell a car to a second- 
hand dealer whose parking space is full of cars that 
hang on the market. 


Other Considerations 

While the situation developed at such length in the 
chairman’s statement is not material.to a considera- 
tion of the accounts as such, it does carry implications 
for accountants and company executives. Are they 
justified in standing by the accounts they produce 
for shareholders, as the one and only basis for the 
valuation of a company’s sheres; or should they 
admit that share values can be calculated with 
reference to other considerations? 

In a private deal the accountant’s estimate of the 
worth of a business based substantially on the 
accounts will be a main factor in determining share 
values. But in an open market, the accountant cannot 
have the last word. Business there is subject to all 
the factors which govern free markets. 

In brief, it has to be recognized that there is more 
than one form of valuation and more than one point 
of view. 

Investigation Report 
Mr F. C. T. Lane, F.c.a., who became a director and 
chairman of W. E. Hughes & Co Ltd last June, deals 
with a report dated April 18th, 1951, submitted by 
Messrs Peat, Marwick, Mitchell & Co, Chartered 
Accountants, following an investigation initiated at 
the end of 1950. i ; 

The report, among other things, states that the 
group’s net tangible assets now amount to only 
£132,000 as against a nominal capital of £185,000, 
in spite of substantial issues of shares at a premium 
during the period since the company was made public. 

‘It would appear that the situation has arisen 
largely as a result of the group entering the manu- 
facturing field in widely different products without 
adequate technical experience and executives and by 
reason of the acquisition of such manufacturing 


` interests at unjustifiably high prices’. 


A note to this item states that ‘the then board do 
not agree with these conclusions and moreover these 
acquisitions’, it is stated, ‘were supported by profes- 
sional advice’. 

The accountants’ report states further that ‘it is 
difficult to resist the conclusion that the management 
of the group has, over the last few years, failed to 
take adequate steps sufficiently promptly to avert 
the continued deterioration of the financial position’. 


Money Market 

The question of a possible rise in short-term interest 
rates to conform with the change already affected 
in long-term rates is the main topic of money market 
discussion. In four years long-term borrowing rates 
have widened from 24 to 4 per cent but there has 
been no material change in the short-term market. 
Treasury bill applications totalled £313,425,000 on 
October 26th, the allotment basis being 63 per cent 
and the rate 10s 2-94d per cent. This week’s offer is 
£230 million and there is no deposit receipt call. 
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As at 
June 30th 
: 1950 
£ 
345,852 


151,800 
552,000 


1,049,652 


12,193 


169,412 


` 37,807 


72,893 
48,000 


192,656 


1,582,613 


623,950 
3,846 


10,000 


24,000 


£2,576,839 





CAPITAL: 
5 per cent Cumulative Preference (Shares £1 Stock Units £t each) ; 
7 per cent Cumulative Second Preference (Shares 5s Stock Units 5s each) 
Ordinary (Shares 5s Stock Units 5s each) Ss e Ss Ss DÉI 


SHARE PREMIUM ACCOUNT 
Balance as at June 30th, [950 (e Gi oa Se DÉI 


Less Amount applied in the Issue of Ordinary Shares in accordance with ‘the Ordinary 


Resolutions of October I2th, 1950 Sei We DÉI ie es 


CAPITAL RESERVE ACCOUNT - 


DÉI 


Properties Revaluation Reserve Balance as at June 30th, 1950 as és ate 
Less Amount applied in the Issue of Ordinary Shares as Bonus Shares in accordance with tHe 
Ordinary Resolutions of October 12th, 1950 sz d ” 
Expenses of Bonus Issue and Increase in Authorized Share Capital sé 


REALIZED CAPITAL GAINS ACCOUNT 


Balance as at June 30th, 1950 .. ae b Se 5 as 
é Add Amount transferred from Staff Pension Fund being the amount allocated to thag Fund 
i from this Account at March 31st, 1948 Sé Se A a DÉI 


Less 1} per cent Distribution proposed now to be paid .. 


REVENUE RESERVES AND SURPLUS 


Profit and Loss Appropriation Account sä $ ae Se Sie Se 
Dividend Equallzation Reserve as at June 30th, 1950 . sp sig iis P 
Reserve Fund as at June 30th, 1950 .. a SS ee Ve . D 


Add Amount transferred from Profit and Loss Appropriation Account.. Fi Se 


4 PER CENT FIRST MORTGAGE DEBENTURE STOCK 
Secured by Trust Deed dated November 25th, 1946.. 
Less Redeemed to date and not re-issuable: 
To June 30th, 1950, as fast Balance Sheet .. ge. "SE 


Year ended June 30th, 1951 dë id ZE ws en 
PROVISIONS CH 
Deferred Furnishings as at June 30th, 1950 .. a sé DÉI ew: "A 


Less Amount expended to June 30th, 1951 .. Se as 


Advertising as at June 30th, 1950 Si e D os 
Less Amount transferred to Profit and Loss Account eh e ee 


Staff Pension Fund as at June 30th, 1950 ae a DÉI D Ss RA 
Amount added to June 30th, 1951 .. oe eee 


Less Amount expended to June 30th, 1951 .. rè Se Su gé 
tess Amount re-transferred to Realized Capital Gains Account (as above} ` 
Leaseholds Amortisation as at June 30th, 1950 SS = oe a 


Amount added to June 30th, 1951 .. da oe ay oe 


CURRENT LIABILITIES 


Sundry Creditors and accrued [labilities fe Se 5e es DÉI DÉI 
Provision for Excess Profits Tax, Profits Tax and Income Tax of past years DÉI 
Provision for Profits Tax for the Year ended June 30th, [951 es Se 7 


Reserve for Income Tax 1951-52 based on the period ended June 30th, 1950 


Unclaimed Dividends, Debenture Stock, Interest, etc.: 
Cash at Bank {as per contra) .. os e oe ae ae Aë aia 
Other 


DÉI DÉI oe DÉI DÉI DÉI DÉI DÉI ae ae oe 


5 per cent Cumulative Preference Stock Dividend for the six months ended June 30th, 1951 


(less Income Tax), paid July Ist, 1951 Ve DÉI Mä Co i a 
Proposed Final Dividend on the Ordinary Stock of 3° per cent {less Income Tax) 
Proposed Tax Free Distribution of i} per cent to be paid with the Final Dividend 


DÉI 


ae 
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THE ELY BREWERY 
Balance Sheet as 





























Issued and 
Authorized Converted 
in Shares ` {nto Stock 
£ £ £ 
546,200 345,852 
151,800 151,800 
620,000 586,500 
£1,318,000 §,084,152 
12,193 
12,193 
169,412 . 
22,307 
633 
22,940 
m 146,472 
37,807 
10,000 
47,807 
7,331 
—_— ` 40,476 
36,505 oe 
48,000 
192,656 
40,000 
aa 232,656 
R ——— 317,061 
1,588,261 
850,000 
226,050 ~, 
20,667 
248,717 
keng 603,283 
3,846 Se 
3,846 Sé? { 
10,000 
7,000 
m 3,000 
24,000 
13,672 
37,672 
2,172 
35,500 . 
10,000 
25,500 
[8,250 
8,000 
— 26,250 
en 54,750 
142,707 
68,500 
42,000 
63,000 
173,500 
3,238 
1,040 
4,278 / 
4,539 
` 41,547 =a 
7,331 
18,878 
343,902 
£2,590,196 


aE 
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COMPANY LIMITED x 
at June 30th, [951 z 
As at 
June 30th 
1950 
£ £ D D 
FIXED ASSETS 
109,272 Goodwill now applicable to ‘Free’ Trade AN Si ge OI d be ae AN 109,272, 
Freehold Properties including Fixtures, as valued (*) as WW Se SN DÉI ie 1,121,933 
Additions since, at cost, less Sales: é 
To June 30th, 1950, as last Balance Sheet ae re a a Së ok DÉI 128,056 
Year ended June 30th, 1951 Pe as SN si se es ee 11,845 F 
— 139,901 
1,261,834 
Transfer from Leasehold Properties — book values of leaseholds the freehold reversions of 
which have since been acquired: 
e To June 30th, 1950, as last Balance Sheet .. ag Se eh ee Se e 181,172 
Year ended June 30th, 1951 Se a oe E vr GM wis ebe is 16,450 
197,622 
1,431,161 1,459,456 
Leasehold Properties including Fixtures, as valued (*) we ës ve Ue si 646,725 
Additions since, at cost, less Sales: 
To June 30th, {950, as last Balance Sheet Ss D ws Sé Ka <a Së 9,332 
Year ended June 30th, 1951 ei SÉ a 3 a es Si, SÉ Se 477 
, 9,809 
656,534 
Less Transfer to Freehold Properties {as above} .. A3 es Si s5 wie 197,622 
474,885 458,912 
Plant, Motor Vehicles, ete., as valued (*} ar rar dé SN kö a s4 or 77,283 
Additions since, at cost, less Sales: 
To June 30th, 1950, as last Balance Sheet Ve ws és Sé DÉI LS Se 38,003 
Year ended June 30th, 1951 A wi si os s x gg Se eu 18,333 
E 56,336 
133,619 
Les§ Depreciation written off Vehicles to date... a DÉI si of 3% 11,000 
109,286 — 122,619 
(*) By Messrs Henry Butcher & Co, June 1946, 
57,069 Casks as valued by the Company's Officials at March 3st, 1949 .. oe we DÉI SN 57,069 
(Cost of Repairs and Renewals charged direct to Revenue Account) 
2,181,673 : 2,207,328 
TRUSTEES FOR 4 PER CENT DEBENTURE STOCKHOLDERS, cash in thelr hands: 
1,690 Proceeds of Sales of Properties etc. vg Ss a <a aes CH D Se 1,690 
7,080 Debenture Stock Sinking Fund Së Sie a re ta es ae E Se l itsi 
d CURRENT ASSETS; : ' 
127,074 Investments — Quoted (Market Value at June 30th, 1951 ~ £112,186) e “a Gei D 84,944 
fei Stocks on hand, at cost or under, In accordance with Inventories and Valuations by the Com- 
` $02,094 pany’s Officials a WS Së e ae al Se DI oe Ze DÉI 110,846 
Sundry Debtors, Payments In Advance, etc, oe SE kE os Se ia aa 51,062 
Less Reserve for Bad Debts.. re ac Ve os Gi aa ve DÉI ae 5,000 
33,095 —— 46,062 
£20,798 Balance at Bank, and Cash in Hand = gie js d Se Se Sab Sé Se 136,087 
Unclaimed Dividends, Debenture Stock, Interest, etc. (as per contra): 
3,065 6} per cent Debenture Stack and Deferred Interest Certificates and Interest thereon Se 3,055 
270 Dividends and 4 per cent Debenture Stock Interest D D D gi oe vs 183 3333 
- 381,177 
NOTE. There are contracts outstanding for Capital Expenditure in respect of Plant and 
Machinery, so far as not provided for in these Accounts, amounting to approximately 
On behalf of Ve Baand ci 
C I, REECE Y Directors, 
£2,578,839 A £2,590,196 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hola himself responsible for, the opinions expressed. 


_ A Few Pitfalls of Estate Duty 

Sir, — I have read with interest Mr Rink’s article in 
The Accountant of December 2nd, 1950, and subse- 
quent correspondence on the above subject. A 
further point which arises about which I am in doubt 
is whether, in the event of the assignee of a life policy 
dying before the donor, estate duty would be payable 
on the value of the policy at the date of the death of 
the assignee and, if so, under what section or sections 
of the Finance Acts, 

If estate duty is payable in that event and also on 
the policy moneys on the death of the donor more 
“estate duty would be payable than if no assignment 


had been made. Yours faithfully, 
Hull. W. H. H HUTCHINSON. 


[Mr G. A. Rink writes: Where a donee of property 
dies without having disposed of it, it ‘passes’ under 
Section 1 of the Finance Act, 1894, on his death and 
estate duty is payable on its value at that date. In the 
case of a policy on the life of a donor who is still 
living, this value must take into account the facts that 
(a) the policy moneys are payable only in the future; 
and (b) estate duty will presumably become payable 
on them in respect of the death of the donor. 

As your correspondent points out, if the donee of a 
policy on the donor’s life dies during that life, more 
estate duty will, in the aggregate, be payable on the 
policy than if there had been no gift. Even if the 
donee survived the donor, no duty would be saved 
as a result of the gift unless the policy was converted 
from a life policy into some other form of property 
before the donor’s death.] 


Capital Employed 

Sir, — As a contribution to the above subject which 
was raised by Mr F. Simmonds in your issue of 
October 20th, I submit that the capital really 
employed in a business is, in fact, the total of the 
assets employed — the question as to by whom the 
funds to finance such assets have been supplied i is an 
entirely different matter. 

The assets are normally financed by (a) share 
capital, (b) surplus and reserves, and (c) provisions 
and creditors, the latter including permanent or 
temporary loans or bank overdrafts. 

Before expressing profits earned as a percentage of 
assets employed, the amount of any interest paid on 
loans or overdrafts should be added back to the 
profits figure. 

Many years ago, I attended an annual general 
meeting of a public company and, during question 
time, asked the chairman and the shareholders present 
whether it was realized that when the profits reported 





were expressed as a percentage of total assets em- 
ployed, the return indicated was less than that which 
could at that time be obtained on British Government 
securities - the chairman made no comment on this 
when replying to the other points raised, and at the 
conclusion of the meeting declined my invitation to 
discuss with him the soundness of this method of 
assessing the efficiency of a business. or 

To take a simple illustration, if two businesses sell 
exactly the same article at exactly the same price and 
make exactly the same total net profit, but one of the 
companies, through good management and attention 
tc such matters, consistently has lesser amounts 
invested in debtors, stocks and fixed assets, then its 
‘percentage return’ will be greater and will, in itself, 
be an indication of the greater efficiency of that 
business. 

In computing total assets, cash in excess of operat- 
ing requirements, and investments not used in the. 
business, should be excluded — there should normally 
be no other exclusions. 

Yours very truly, 
W. F. EDWARDS, a.s.4.A., 
Director and Treasurer, 


London, SWI. GENERAL MOTORS LIMITED. 


Finance Act, 1951, Section 22 


Sm, — I would refer to Mr Stewart’s letter in your 
issue of September rech, in which he states, quite 
corzectly, that in certain cases x years’ income will 
give rise to (x-++1) years’ assessments under Case V 
(or III or IV). 

Mr Stewart (and your readers in general) will be 
interested to learn that this point was debated in the 
House of Commons on June 8th, 1951 (Hansard, 
Cols. 1583-1586), and a resolution was proposed to 
end the injustice. 

The Attorney-General in reply admitted the force 
of the arguments put forward, but stated the Govern- 
ment could not accept the resolution as it stood. 
The Attorney-General ended his reply as follows: 

‘... we will study the problem and work out an 
amendment which will meet the points of criticism 
which I have ventured to make. ... I cannot 
promise we shall be able to put down that amend- 
ment on the Report Stage because it involves 
wider issues and will need a certain amount of 
prolonged study. ...’ 

No such amendment appears in the Finance Act, 
1951, but it is hoped that the matter will not be lost 
sight of and will be given place in the Finance Act, 


1952. 
Welwyn Garden City. 


Yours faithfully, 
J. R. PARKINSON. 
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Taxing of Professionali Accountants’ 
Charges 
Sir, — At a late stage in a case before the Official 
Referee, I was asked to assist the plaintiff. 

This involved expressing an opinion as to a course 
of action, preparing schedules from original records 
as a result (this being done at short notice over a 
week-end), various work on these schedules with the 
defendant’s accountant, and ultimately giving evi- 
dence. The case was settled out of court, substantially 
in my client’s favour, but owing to the manner in 
which his case was presented, he was only allowed 
that part of the costs which referred to the first few 
days of the case. 


My account gave a broad outline of the work done ` 


and showed a global fee, the first account being after 
I had prepared schedules but before settlement. 

After two months or so, I was asked for and 
submitted a detailed account for taxing. 

My points are: has a taxing master any authority 
over an accountants’ charges? If so, how should the 
account be drawn out? Should the rate charged per 
hour be shown? Would it not be proper to make a 
charge for the responsibility and inconvenience of 
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giving evidence in Court? On what standards would 
a taxing master base his opinion? 

I have not followed the matter up because it does 
not affect me as I have been paid and have not had 
any queries. But my charges were on the low side, 
and I do just wonder how I might stand on a future 
occasion. Yours faithfully, 

E. 


Installation of Standard Costing System: 
Consultants’ Fees disallowed 


SIR, ~ An Inspector of Taxes has disallowed fees 
paid to a firm of accountants for their services in 
connexion with the installation of a system of standard 
costs. He contends that the expenditure is of enduring 
benefit to the company and is of a capital nature. ` 
Any views of readers regarding the allowance for 
tax purposes of this class of expenditure would be 
very much appreciated. The amount at stake is 
relatively small but the principle must surely be of 
great interest to members of the profession who 
specialize in this type of work. 
Yours faithfully, 
K. 


Hampton, Middlesex. G. PLATT. 


NOTES AND NOTICES 


Personal 


Messrs Percy F. Ward & Co, Chartered Account- 
ants, formerly of 27 Mosley Street, Newcastle upon 
Tyne, 1, announce that their offices are now located, 
as from October 22nd, 1951, at 26 Eslington Terrace, 
Newcastle upon Tyne, 2. Telephone: Jesmond 2252. 

Messrs Lewin, Lear & WALTON, Incorporated 
Accountants and ‘Auditors, formerly of 28 Maddox 
Street, London, Wr, announce that on October 2gth 
they removed to Foley House, 12a Maddox Street, 
London, Wi. The telephone remains Mayfair 
2416-8. - 

Messrs SHERMAN, Arr & Co, Chartered Ac- 
countants, announce that, owing to unforeseen 
circumstances, their practice will not now be trans- 
ferred -to 18 Seymour Street, W1, as previously 
annout ced, but they will continue to practise at 
St High Holborn, WC1, as before. 

1 TRESRS CRONE & STERRY, Certified Accountants, 
of 45 Park View, Whitley Bay, announce that the 
senior partner, Mr Gro. E. CRONE, A.A.C.C.A., died 
on Sunday, October 28th, after a long illness. The 
practice will be carried on by the remaining partner, 
Mr F. H. STERRY, A.C.A., A.A.C.C.A., under the 
existing firm name. 


Chartered Accountants Students Society 
of London 


A dinner debate to discuss the motion “That honesty 
is a greater handicap to a politician than to a journalist’ 
will be held on Thursday, November 8th. 

As on previous similar occasions, dinner will be at 
6.30 p.m., followed by the debate round the table. 
The cost will be 5s, and names should be sent in to 
the Debates Secretary, Mr F. R. Porter, F-:c.a,, 
A.C.W.A., 26 Charing Cross Road, WC2, or to the 
Secretary of the Students’ Society, Mr R. J. Carter, 
B.COM., F.C.A., Finsbury Circus House, Blomfield 
Street, London, EC2. 


Overseas Economic Survey 


EcoNoMIC AND COMMERCIAL CONDITIONS IN PORTUGAL 
AND HONDURAS 


Surveys of economic and commercial conditions in 
Portugal and Honduras have recently been published 
by His Majesty’s Stationery Office, price 3s and 15 net, 
respectively. They are the latest volumes in the 
series of Overseas Economic Surveys issued by the 
Commercial Relations and Export Department of 
the Board of Trade. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SW 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND e 


OF WORKS, FACTORIES, 


Etc. 
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Manchester Society of Chartered Accountants: 
Bolton Branch 


Following a luncheon at the Swan Hotel, Bolton, 
on October 16th, a meeting was held at which the 
Bolton Branch of the Manchester Society of Char- 
tered Accountants was formally constituted! A 


committee of eleven members was appointed, from ` 


whom the following officers have been elected: 

Chairman: Mr W. L. Whitehurst, F.c.A. 

Vice-Chairman: Mr K. W. Horton, F.C.A. 

Hon. Secretary: Mr E Walkden, F.c.a., 1 Wood 
Street, Bolton, Lancs. 

Hon. Treasurer: Mr L. H. B. Worsley, F.c.A. 

Mr H. Leach, A.C.A., was appointed Hon. Auditor, 
and Messrs M. Wheatley Jones, B.COM., F.c.A., and 
J. S. Harrower, A.C.A., President and Hon. Secretary 
respectively, of the Manchester Society, are ex-officio 
members of the Committee. 


Return of Rate Collection, 1950-51 


The Council of The Institute of Municipal Treasurers 
and Accountants have published, in the style of 
previous years, a Return of Rate Collection for 
1950-51.2 Statistics for over §50 local authorities in 
England and Wales, including all county boroughs, 
the City of London, the Metropolitan boroughs and 
a representative selection of non-county boroughs, 
urban districts and rural districts, are presented in 
clear tabular form. 

These statistics are arranged under twenty-four 
headings, and figures of rateable value, rates levied, 
and numbers of owners and owner-occupiers rated 
are shown, together with details of arrears and 
amounts collected. 


Royal Society of Arts 
Cantor LECTURES 


A series of three Cantor Lectures under the title 
‘Automatic calculating machines’, is to be delivered 
to the Royal Society of Arts by Dr M. V. Wilkes, 
M.A., PH.D., Director of the Mathematical Laboratory, 
Cambridge University. The first of these three 
lectures will be given on Monday, November 12th, 
at 6 p.m., and the remaining two at the same time on 
November roth and 26th. Applications for tickets of 
admission should be addressed to the Secretary of the 
Society at John Adam Street, Adelphi, London, 
WCS, 


t See The Accountant, July 7th, 1951, at page 22. 
2 The Institute of Municipal Treasurers and Accountants, 
1 Buckingham Place, London, SW1. 3s net. 
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Incorporated Accountants’ Lodge 


The installation meeting was held on October 23rd, 
1951, at Freemasons’ Hall, WC2, at which W. Bro. 
R. N. Barnett installed his successor Bro. C. V. Best. 

W. Bro. Best invested the following officers: 

W. Bro. R. N. Barnett, T.P.M.; Bro. J. A. Jackson, 
J.W., W. Bro. W. J. Crafter, Treasurer; W. Bro. 
A. S. Darr, Secretary; V. W. Bro. H. A. R J. Wilson, 
D.C.; Bro. J. C. Chaumeton, SD: W. Bro. W. F. 
Edwards, 7.D.; W. Bro. E. J. P. Garratt, A.D.C.; 
W. Bro. A. A. Garrett, Almoner, W. Bro. A. S. 
va Organist; Bro, E. B. Trimmer, LG: Bros. 

E. J. capes G. F. D. Rice, H. L. Brown, Stewards; 
W. Bro, A. C. Chitty, Tyler. 

Included amongst the large number of guests 
were Sir Frederick Rowland, P.G.W., W. Bro. 
A. M. Strachan, W.M. of the Chartered Accountants’ 
Lodge, and W. Bro. R. A. Davies, W.M. of the 
Sempers Vigilans Lodge. 

Secretary, A. S. Darr, 35 New Broad Street, 
London, EC2. 


SEVENTY-FIVE YEARS AGO 
From The Accountant or NOVEMBER 41H, 1876 
Extract from a letter to the Editor: a 
Touting 


Touting, sir, is carried on in the town in which 
I reside to a large extent, both by circulars and 
‘travellors’. I heard only lately of a gentleman 
receiving a call one evening from an accountant’s 
clerk at his private residence, when the following 
dialogue occurred: ‘Good evening, sir.’ ‘Good evening 
— your name?’ ‘I am Mr B.’s clerk.’ ‘Who i is Mr B.” 
‘Why, Mr BR. the accountant; you’re a creditor, ` 
I believe in X.Y.’s estate?’ ‘Unfortunately, yes, but | 


oo 


what of that? ‘Oh, Mr B. will be glad if you'll fill 
up your proxy form at the foot of your proof of 
debt in his favour; you may rely upon his giving your 
claim every attention,’ ‘If that’s the way Mz D does 
his business, the sooner you go about yours the 
better’ was the reply to the discomfited tout, who 
quickly retired. 

How is this practice to be stopped? I would say: 
(1) By our societies bringing a healthy moral pressure 
to bear upon the members of the profession over 
whom they have some control. (2) By an erdeavour 
to persuade creditors to attend the meetings them- 
selves, and record their votes without the assistance 
of a touting medium; and (3) By sending copies of 
The Accountant containing the letters discussing the 
subject to the editors of our public journals, asking 
that public opinion may be evinced upon the question 
at issue. 
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“THE ROYAL COMMISSION 


HE public sessions of the Royal Commission on the 

‘Taxation of Profits and Income are significant not perhaps 

so much for what the witnesses say, since they usually add 
little to their written evidence, but for what transpires from the 
questions and remarks which fall from the members of the 
Commission itself. The public meetings held on rst and and of 
this month were no exception in this respect. 
_ The leisurely progress of the Commission’s deliberations have 
acquired a slightly unreal air with the departure of the Govern- 
ment which appointed it. The open hostility of industry and the 
City to profits tax, as being superfluous and unfair, has not 
prevented the new Administration from pledging itself to yet a 
third tax, whose very name raises visions of disincentive, wasteful 
management, technical complexities, and involved computations. 
Defining profit is difficult enough, defining excess profit means 
a final swing from the exact to the arbitrary. If, as is customary, 
the standard is the profit of an earlier period, it will be measured 
in pounds which are not the pounds of today. Perhaps the Alice 
in Wonderland atmosphere which tax controversy acquires in 
these days will soon be completed by someone’s suggesting an 
excess income-tax which will simply confiscate the excess of 
everybody’s present income over his pre-war income. As the 
chairman indicated, the precise provisions of the new excess profits 
tax will probably be announced while the Commission is still 
sitting and will no doubt be in force before it reports. 

The Commission appears to have seized on the projected excess 
profits tax as a potential means of making up the cost of any 
alleviation which it may propose in the other two taxes. A possible 
capital gains tax also appears to be in the Commission’s mind. 
Neither possibility aroused any enthusiasm in the witnesses. The 
demerits of excess profits taxes are known; Mr F. Bower, for the 
Association of British Chambers of Commerce, gave a simple 
example of what might happen under a capital gains tax. An 
employee living in a house which cost him £1,000 before the 
war is transferred to another town. He sells his house for £4,000 
and promptly spends it on another one of comparable size. In 
addition to the upheaval in his domestic life, he must pay tax on 
the purely notional profit of £3,000. One can imagine an elaborate 
tax bringing such people into the net and failing to reach the 
elusive people who make large deals in pound notes. If minor 
inequities are to be replaced by major ones, the Commission will 
have been appointed in vain. However, in view of the fate of the 
Millard Tucker Committee’s recommendation about initial 
allowances, this may cause no surprise. Its very terms of reference 


make the Commission’s task of rationalizing direct taxation 








438 


particularly difficult. It is already clear that 
there will be strong resistance from non-trading 
taxpayers to any alteration in methods of com- 
puting profits if those alterations, no matter how 
logical, result in an increased rate of tax all 
round. The argument that it is taxation which is 
inhibiting industry from maintaining productive 
capacity has many challengers, not. least among 
professional economists. 

Perhaps the most interesting item which 
emerged from the recent meetings was the state- 
ment by Mr MILLARD Tucker that a taxpayer, 
adducing professional accountancy evidence, had 
successfully established before the Special Com- 
missioners ‘his right to apply the base-stock 
method of stock valuation for tax purposes. He 
added that he understood the Inland Revenue to 
be appealing. Whether this appeal will be 
successful remains ta be seen, but it will be 
remembered that the Revenue recently suffered 
another signal reverse in relation to stock valua- 
tion, to the considerable advantage of the tax- 
payer. ‘This was when the Revenue argued that 
‘cost or market value whichever is the lower’ 
meant that the taxpaver could not value some 
items at cost and some at market value, but must 
adopt one or other basis and keep to it (CIR v. 
Cock, Russell & Co Ltd ([1949] 28 A.T.C. 393). 
It may be that different bodies of commissioners 
will hold that the ‘first in, first-out’ and the ‘last 
in, first out methods are both correct and that 
the Court will uphold their decisions as ques- 
tions of fact. The chairman of the Commission 
asked the Federation of British Industries to 
deal in a subsequent memorandum with the 
question of whether both methods are equally 
‘true and fair’ for Companies Act purposes. 

Although the case for stepping up deprecia- 
tion allowances in inflationary periods was 
thoroughly discussed before the Millard Tucker 
Committee, much new light was thrown on the 
‘problem at the recent meetings of the Commis- 
„sion. What might be called negative light was 
thrown upon it by the bringing in of the problem 
facing those taxpayers with fixed incomes, which 
is not a problem of arriving at the amount of 
‘income. If, as Mr S. P. CHAMBERS asserted, the 
total of industrial physical assets, and therefore 
‘of productive potential, is declining as a result 
of the joint effect of taxation and inflation, then 
-short of a cure for inflation itself, the case for 
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relieving profits applied in building up reserves 
for eventual replacements is made out. As has 
been remarked, no changes in the allocation of 
the cake can increase the size of the cake itself; 
only increased production can do that. 

The Commission showed interest’ in the 
suggestion that partnerships and individual 
traders who ploughed back profits should have. 
similar relief from sur-tax to that which is in 
effect enjoyed by companies, particularly now 
that the company sur-tax provisions are practic- 
ally a dead letter. It may be that some relativély 
simple scheme can be devised under which™he 
firm registers itself for tax purposes and is then 
enabled to segregate business from private assets 
for those purposes also. Two difficulties were 
pointed out: the ‘policing’ of the reserves, to. 
prevent evasion, and the complications following 
the retirement or death of the partner or indi- 
vidual trader. e 

Mr F. M. GILLIAT, F.C.A., appearing for the 
Association of British Chambers of Commerce, 
made a point which perhaps has not yet received 
the attention it merits. It concerns distribution 
charges for profits tax. Every company which 
now receives non-distribution relief at 40 per 
cent carries a heavy contingent liability for dis- 
tribution charge should the retained profit 
eventually be distributed. Where 75 per cent of 
the profit is retained, it is insufficient to meet 
that full contingent liability, should it mature4 
The explanation of this apparent paradox is that 
the distribution charge itself, when made, will be 
available as a deduction from the subsequent 
income-tax assessment, thus recovering gs 6d 
in the -f. But if the company is compulsorily 
wound up, the profit of the final period may be 
too small to absorb.this deduction, or there may 
be no profit at all. Here perhaps is another 
example of a tax being started at a comparatively 
low rate and the rate being progressively stepped 
up without proper consideration of the reper- 
cussions. The projected rate of profits tax in 
1947 was 124 per cent, with non-distribution 
relief of 74 per cent. The rate charged has now 
been quadrupled, the rate of non-distribution 
relief more than quintupled, while particularly 
stringent anti-avoidance provisions have, been 
imposed. : ` 

It transpired that the cost of exempting from 
United Kingdom taxation those trading profits 
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earned abroad which are not remitted would 
bg of the order of £100 million, or 8d or od on 
the, income-tax. Nevertheless, the Federation of 
British Industries is still in favour of such an 
exemption. Mr MILLARD TUCKER pointed out 
that the original-imposition of income-tax did 
not contemplate taxing the profits of the ‘planta- 
tions’ on other than the remittance basis. It is 
only the accident ‘of the development of case 
law on the subject which has brought so much 
foreign income into the net. 

UCKER said that where control and manage- 

nt had been removed abroad to avoid tax, 
a his -experience this had invariably meant 
the appointment of a foreign board of directors. 
The repressive measures contained in the 
last Finance Act may well prevent any 
further drift abroad in the case of existing 
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businesses, but it augurs little good for future 
enterprise. 

We have not yet heard the last of the current 
year basis of income-tax assessment for businesses. 
The Federation are still seeking a method which 
will achieve the change-over without too much 
administrative difficulty. _ , 

‚Again there was the plea, already voiced in 
these columns, that the complications of income- 
tax law may perhaps all be justified in the case of 
substantial income, but it is a waste of man-power 
and paper to apply them meticulously to the 
modest income of the vast majority of taxpayers. 
On the one hand, the final effect of these modifi- 
cations is often negligible, on the other, the small 
taxpayer does not in any case understand them 
and cannot afford to employ professional ass:st- 
ance to check them for him. 


AUSTRALASIAN COMMENTARY-IV 


Professional Topics in Australia and New Zealand, 
by S. R. BROWN, LL.B., F.C.A.(Aust.) l 
The writer of this series of articles is the senior partner in a firm of chartered 


accountants in Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


‘As at’ 
‘ ATTIC’, a correspondent of The Australian 
A oc who has a flair for bringing to 
notice curiosities in accounting practice, 
‘thinks that the words ‘as at’ in the heading of a 
balance sheet may be responsible for giving to 
laymen the impression that accountants can do 
anything with figures. Nobody refers to the 
Melbourne Cup being run as at... or toa 
person’s birthday as being as at... or to the 
landing at Gallipoli as having occurred as at. 
It would seem desirable, he’ said, to produce a a 
balance sheet ‘at June 30th’, or ‘on June 30th’, 
or simply ‘Balance sheet, June 3oth’. 


Shares of No-par Value 
In discussing the pros and cons of shares having 
a no-par value, the Companies Advisory Panel 
of the Federal Institute of Accountants expressed 
the view that it was debatable whether there was 
any place in Australian company finance for this 
‘type of share. 

Shares of no-par value involve difficulties in 
accounting but there are compensating advantages, 
e.g. dividends would be declared at a stated 
amount per share ‘rather than at a misleading 
rate per cent’. Further, the Panel thought that 





‘such a share system would result in the presenta- 
tion of company profits in the more realistic 
light of relacionship to shareholders’ funds or 


-net worth rather than as a direct percentage on ` 


issued and paid-up capital. The Panel intends to 
inquire into the American practice of no-par 
value shares. (The Federal Accountant, September.) 


Differential Costs 

In the September issue of The Australian Account- 
ant, Mr H. B. Williamson, a.1.c.a., said thet 
analysis of the problem, of possible increased 
production and its relation to costs is one of the 
services rendered by the cost consultant to man- 
agement and it is a problem which differentiel 
costs can solve. 

‘Differential costs’, he said, ‘are not total costs 
less sum of residual costs; they are those costs 
incurred through added output after oes 
of fixed costs at capacity.’ 

Later, he went on to illustrate what he meant 
by explaining that if the constant costs that will 
eventuate from extra plant installation are treatec 
as direct expense for the period, the costs o 
production are differential in relation to origina. 
budgeted output. 

The views which Mr Williamson has ex- 
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pressed about differential costs are based on the 


ground that the successful concern is always out 
to make additional profit, and at capacity can be 


said to be already on the limit. ‘Differential costs . 


‘or expansion are the only means of increase.’ 


It therefore follows, on this view (and indeed it 
is expressed), that if a flexible budget has provided 
for an alternate scheme in the event of increased 
plant installation, items such as depreciation and 
interest on capital are part of the constant cost 
and are not differential costs — all costs have been 
allowed for in the budget. 

As more and more writing on differential costs 
is appearing in professional literature it becomes 


‘increasingly evident that a great need exists for 


a comprehensive treatise on this subject. The 
concept of differential cost is of great importance 
but, at present, there appears to be, as Mr 
Williamson himself points out, confusion in some 
quarters between it and marginal cost. Not only 
that, there are some who would claim for the 


‘notion of differential cost a greater coverage of 


` 


cost situations than would appear to be indicated 
in Mr Williamson’s remarks, although of course, 
he is possibly writing in a restricted context., 


Monthly Financial Statements 

One of the thorny problems in accounting under 
present-day conditions of continual staff trouble 
is that relating to the frequency with which 
financial statements are to be prepared through- 
out the year. At a recent congress held by the 
South Australian Division of the Australian 
Accountants’ Research Society, Mr B. S. Slade 
stated that it was vitally necessary to the successful 
control of any business that profit and loss 
accounts, balance sheets and schedules in support 
of all items be prepared monthly. 
` Mr Slade made this statement in. a paper 
relating to standard costs so that it would have 
reference, presumably, to reasonably large and 
well organized business units, capable of support- 
ing a system of standard costs (The Chartered 
Accountant in Australia, September). i 

Mechanization undoubtedly helps in this prob- 
lem, but other units, just too small for economical 
mechanization, must continue manually and in 
some such cases, to the writer’s knowledge, 
monthly reviews of operating results have had 
to be dispensed with. In lieu thereof, quarterly 
and six-monthly reviews have had to be relied 
upon. Of course, even mechanization is not a 
trouble-free solution. Many operators belong to 
a nomadic and/or marriageable population and 
when the main and the stand-by operators. go 
it gives no joy to stare at an idle machine. 
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Abolition of Annual Statements 


‘At Sydney University during September, Mr 


R. K. Yorston, F.c.a.(aust.), delivered the sixth - 
Commonwealth Institute of Accounts Research 

Lecture. The subject of the paper was the 

accounting implications arising from the corpora- 

tion viewed as a social unit. 

The paper was founded upon information 
supplied to Mr Yorston as a result of his ques- 
tionnaire to members of companies, to employees 
and to bank officials. One conclusicn reached 
was that it ‘is virtually useless sending a revenue 
statement and balance sheet to all member: 
Members who desired copies should be abl 
get them on request. 

Tn lieu of the conventional set of statements 
supplied to members, it was recommended that 
a narrative explanatory report of the directors 
should be sent quarterly or half-yearly accom- 
panied by a statement of source and disposition 
of funds in a condensed form — both report and 
statement to be ‘devoid of accounting jargon’. 

The paper contained appendices showing why 
corporation accounting was so important. In 
7950 over 3,000 ordinary companies were regi- 

ered in Australia. The largest number of com- 
panies registered in one state in any one year 
was 1,656 in New South Wales in 1947. Even 
allowing that a large percentage of registrations 
never operate, the list of companies registered 
in the different states since 1859 is staggering. 

Standard Company Practice 

A welcome easing of professional turdens will 
follow as a result of the formation of a Standard 
Company Practice Committee by The Chartered 
Institute of Secretaries, Victorian Division. 
Already the committee has produced a set of 
recommendations for the carrying out of a 
number of procedures normally incident to the 
administration of companies in Victoria. These 
include: changes of name in the register of 
members upon marriage etc., replacement of 
lost share certificates, identification of share- 
holders, transmission of shares cn death of a 
member. 

In the case of a change of name due to marriage, 
the committee considers that the practice of many 
companies of insisting upon sighting a copy of 
the marriage certificate or a statutory declaration 
is unnecessary. They suggest that a letter be 
requested from the shareholder asking the com- 
pany to alter its share register, such letter to 
contain both the old and the new signatures of 
‘the shareholder. 
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LANDLORD AND TENANT 


LEASEHOLD PROPERTY (TEMPORARY PROVISIONS) 
ACT, 1951 
by T. J. SOPHIAN, Barrister-at-Law 


HE Leasehold Property (Temporary Pro- 
visions) Act of 1951, which came into force 
on June 24th last, affects tenancies of 
dy s for terms of upwards of twenty-one 
See, mud also tenancies of shops. It may be 
helpril to give a brief résumé of the effect of these 


provisions. 


PART I. LEASEHOLD DWELLINGS 
In order that a tenancy should come within the 
provisions of Part I, the tenancy must be one 
exceeding twenty-one years and expiring not 
later than June 24th, 1953. Section 1 of the Act 
deals with the case where the tenancy expires 
within the two-year period, June 24th, 1951, to 
June 24th, 1953. In such a case, if the tenant or 
member of his family was occupying some part 
of the property as a dwelling immediately before 
the lease came to an end, the tenancy will be 
continued automatically until June 24th, 1953. 
Where, however, the tenancy had already come 
to an end before June 24th, 1951, the protection 
of the Act can only be claimed if certain conditions 
re fulfilled. The tenant, or some member of his 
amily, must have been residing on some part of 
property as a dwelling, not only immediately 
efore the original lease came to an end, but 
continuously from that date until June 24th, 1951. 
Where the tenant has held over after the original 
tenancy came to an end, the rent and the terms 
on which he held over must have been the same 
as those under the expired lease. Moreover, no 
premium must have been paid, and in addition 
any new tenancy agreement must have been for 
1 period which either would expire, or be capable 
of being terminated by notice to quit, before 
June 24th, 1953. 

If no tenancy agreement has been made, 
aowever, and the tenant has held over, perhaps 
ven against the wishes of the landlord — that is 
is a trespasser—the tenant will equally be 
drotected. 

„~ In such cases there are two periods of continua- 
ion; firstly, as from the date when the original 
ease expired until June 24th, 1951; secondly, for 
the two-year period, June 24th, 1951, to June 24th, 
1953. A tenant is not bound to accept the benefits 
of the Act, but if he desires to prevent the 


statutory continued tenancy from arising, or from 
running for its full period of time, he must serve 
the landlord with notice to that effect; this notice 
must be of at least one month. ; 
The landlord, on the other hand, has only a 
limited right of determining the statutory 
continued tenancy. This right will arise where 
the tenant has assigned any part of the living 
accommodation of the premises, or where he has 
sublet, by one or more sublettings, the whole of 
such living accommodation. In such cases the 
landlord may, by notice of at least one month, 
determine the continued tenancy. ` i 


Covenants 


Whilst the tenancy is continued, whether before 
or after the Act, and indeed while the original 
tenancy is still running prior to its continuation 
under Section 1, the covenants in thé lease will 
be suspended. Exceptions are only made as 
regards covenants for the payment of rent and 
rates, covenants to insure and those prohibiting 
user for illegal or immoral purposes. 

But while the landlord may not forfeit or claim 
damages for breaches of covenants which are thus 
suspended, he is not debarred from indirectly 


-enforcing the covenants by injunction. The tenant 


is protected in relation to covenants which are 
thus suspended, not only as against his own 
landlord but indirectly as against a superior 
landlord; for if a superior landlord enforces the 
covenant against the tenant’s own landlord by way 
of forfeiture, the intérest of the tenant will still 
continue. 
Repairs 

As far as repairs are concerned, the Act confers a 
statutory power on the landlord, and on superior 
landlords, to enter the premises and execute 
essential repairs; that is, work reasonably required 
for preventing or arresting any serious deprecia- 
tion in the condition of the property, or of 
adjoining property. If such work is rendered 
necessary as a result of a breach by the tenant of 
his repairing covenants, the tenant will be liable 
to the landlord for the cost of such work, but the 
right of recovery of any such expenditure from 
the tenant will be postponed until after June 24th, 


1953- 
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Protection of Subtenants 


As a result of the Knightsbridge Estates case 
({1950] 2 K.B. 228), subtenants at rack-rents, 
holding under lessees who themselves hold under 
superior landlords at rents for less than two-thirds 
of the rateable value, are not protected by the 
Rent Acts as against the superior landlord, when 
the superior term comes to an end. In order, 
however, to protect subtenants in such cases, 
Section 7 of the Act of 1951 may be invoked. This 
section, it should be observed, will in general 
only operate to protect subtenants who would 
be entitled to the benefit of the protection of the 
Rent Acts as against their own sublessors. It will 
not confer protection on tenants who would not 
be protected by these Acts, when their own sub- 
tenancies came to an end. But if the subtenant Ze 
protected, then upon the determination of his 
subtenancy, he would become a statutory tenant 
of his sublessor and when his sublessor’s lease 
expired, he, the subtenant, would enjoy the same 
rights and privileges as against the superior land- 
lord, who accordingly would not be entitled to 
recover possession from him except in those cases 
in which possession might be ordered under the 
Rent Acts; and, of course, the subtenant would 
be entitled to the benefit of the Rent Acts with 
regard to the amount of the rent of the premises 
and such matters. 


PART II. PROVISIONS AFFECTING 
SHOPS 


To dal now with the provisions affecting shops. 
Part II of the Act is limited in its operation and 
does not extend to every tenant who may claim 
the benefit of the Landlord and Tenant Act, 1927. 
It is essential that the tenant should be carrying 
on a retail trade or business, though licensed 
restaurants and similar licensed premises would 
come within the provisions of Part II where the 
takings from the sale of intoxicants do not exceed 
60 per cent of the gross takings. 

The Act, moreover, will only protect a tenant 
of a shop where the tenancy is one which has 
either expired by effluxion of time, or has been 
terminated by notice to quit, on June 24th, 1951, 
or on some subsequent date falling within the 
two-year period expiring on June 24th, 1953. 

Part II will apply even though the premises 
consist of a shop with living accommodation; but 
in the case of the latter, the living accommodation 
must have been occupied wholly or mainly by the 
tenant or by a person employed by him in the 
business of the shop. 
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Extension of Tenancy 


However, Part II differs from Part J ir. that there 
will be no automatic extension of the tenancy of a 
shop; the tenant must apply to the County Court 
for an extension. The extension may not exceed 
one year, but the tenant can apply from time to 
time if necessary for further extensions. The time 
limits for these applications, it seems, must be 
strictly observed or otherwise the right to an 
extension will be lost. Where the tenancy is tc 
expire by effluxion of time, applicazion to the 
Court must be made at least one month before 
the date of expiration. Where, on the other b d, 
the tenancy is terminated by notice to quit, Le 
application must be made within one month after 
service of the notice. 

Where a tenancy is due to expire, the landlord 
may require the tenant, by serving him with notice 
at least four months before the date of expiry, 
to elect whether he will claim the benefit of the 
Act; if such a notice is served, application to the 
Court must be made within one month after 
the service of the notice. SZ 


Exceptions to Grants of Extension 


The Court will determine the rent, and the other 
terms and conditions, on which the extended 
tenancy is to be held. The rent, it seems, will be 
the ordinary market rental which the premises ca 
command, and for this purpose scarcity and 
special values cannot be entirely ignored. N 
extension, however, will be granted in the case 
specified in subsection (3) of Section 12; these ar 
where the tenant has committed breaches d 
covenant of such a nature that they ought not 
to be excused; where suitable alternative accom- 
modation for the tenant’s business has been 
offered; where possession is required for demoli- 
tion or reconstruction; where a public authority 
has an interest in the premises and the grant of 
an extension would not be in the public interest; 
and finally, where greater hardship would be 
caused by ordering the grant of a new tenancy. 

Where the interest of the immediate lessor is 
not large enough to cover the whole period of the 
extended tenancy, the Court wll order the 
superior landlord to grant a reversionary tenanc 
to make up the period of the extended term. Th 
decision of the County Court judge on suc 
applications will be final, but the Court is em- 
powered to grant leave to appeal to the Court of 
Appeal. If such leave is granted, zhe Court will 
direct the terms on which the tenant is to continue 
in occupation during the intervening period 
before his appeal is finally determined. 
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WEEKLY NOTES 


Accountants in the Government 
The names of three members of the profession 
appear in the lists of Ministerial appointments which 
have recently been issued from 10 Downing Street. 
Among the senior appointments is that of The Lord 


De L'Isle and Dudley, V.C., M.A., A.C.A., a8 Secretary , 


of State for Air. Lord De L’Isle was admitted an 
Associate of The Institute of Chartered Accountants 
in England and Wales in 1934; before succeeding to 
the title in 1945 he was for a few months Conservative 
Member of Parliament for Chelsea and was Parlia- 
mentary Secretary to the Ministry of Pensions. Lord 
De L’Isle served with the Grenadier Guards in the 
last war and was awarded the Victoria Cross in Italy 
in 1944. Consequent upon his appointment he has 
resigned his directorships of Lloyds Bank, Phoenix 
Assurance, Kia-Ora, Schweppes and Cape Town 
and District Gas and Light Company. 

The junior Ministerial appointments include those 
of Commander T. D. Galbraith, R.N. (Retd.), M.P., 
C.A., as Joint Parliamentary Under-Secretary of State 
“for Scotland, and Mr A. E Marples, M.P., A.S.A.A., as 
Parliamentary Secretary to the Ministry of Housing 
and Local Government. 

Commander Galbraith, a member of the Scottish 
Institute, is senior partner in the firm of Messrs 
Walter & W. B. Galbraith, Chartered Accountants, 
of Glasgow. Joining the Royal Navy in 1903, he 
retired in 1922, serving again, however, in 1939-42. 
He became a member of the Institute of Accountants 
and Actuaries in Glasgow in 1925. Commander 
¡Galbraith was elected to Parliament in 1940 as Mem- 
ber for his present constituency — the Pollok 

ivision of Glasgow — being Joint Under-Secretary 
for Scotland in the ‘caretaker’ government in 1945. 

Mr Ernest Marples qualified as a member of the 
Society of Incorporated Accountants and Auditors 
in 1930. He is Conservative Member for Wallasey, 
Cheshire, the seat to which he was elected in 1945 
and 1950; he gives up the managing directorship of 
Marples, Ridgway & Partners, a London firm of 
civil engineers and builders. 


When is a Share Given ? 


The estate duty provisions dealing with gifts made 
less than five years before death, are so onerous that 
it is important to know just when the five years begin 
to run. In the case of a gift of shares, does the five 
years hegin immediately when the donor has executed 
the transfer, or not until the directors have passed 
the transfer and the recipient has been duly registered 
as the owner? This point was the subject of an appeal 
to the High Court on November rst, 1951, in the 
case of In re Rose; Rose v. C.LR. Here, although the 
deceased had signed the transfers outside the five- 
year period, they were not registered in the books of 
the company until within five years of his death and, 
moreover, the company was one in which the directors 


had powers under the articles to reject transfers. The 
Inland Revenue argued that until registration, both 
the legal and the equitable titles to the shares remained 
in the donor and were never severed. Mr Justice 
Roxburgh held, following In re Rose ([1949] Ch. 78), 
that the beneficial interest passed when the transfer 
was “executed by the donor and that EES 
estate duty was not payable. 


The Training of Supervisors 

The report of the second of the four teams which 
visited the United States this year under the auspices 
of the Anglo-American Council on Productivity to 
study problems of training for industry, was published 
last Saturday.1 The particular task allotted to the 
team was to study the methods used, and the facilities 
provided, both inside and outside industry for the 
development of supervisors at all levels» excluding 
higher management. The team considers, in its 
summing-up, that if supervision is to play a full part 
in increasing productivity, all supervisors of foremen 
level and upwards should be regarded as responsible 
members of the management team. There must also 
be greater decentralization of responsibility and 
authority to the various levels of line management and 
supervision, right down to the first-line supervisors. 
It also states that the ability of the supervisor to get 
on with his fellow men is at least as important as his 
technical responsibility, and notes that there should 
be a periodic review of all personnel so that likely 
individuals may be selected and trained for jobs of 
greater responsibility. 

The team concludes its report by emphasizing the 
following five points: (a) the contribution to produc- 
tivity which can be made by. careful supervisor 
selection and training; (6) the need for well-informed 
and sustained top-management support of super- 
visory development; (c) the importance of continuous 
training, not only for supervisors, but for all levels of 
management; (d) the need for further research in the 
field of supervision; and (e) the more effective 
provision of advice and of training courses for line- 
management trainers, to meet the requirements of 
smaller firms in relation to supervisory development. 


The King’s Speech 


A change of government at a general election brings 
with it to some extent a change of philosophy — a 
different attitude to the nation’s basic problems. This 
has been true with the recent election, although on 
so many matters the line of difference between the 
parties is narrower than the parties would be pre- 
pared to zdmit. On such-occasions, therefore, there 
is a particular interest in the King’s Speech which 
traditionally lays down the broad lines on which the 





1°Training of Supervisors.’ The Anglo-American Council 
on Productivity, 21, Tothill Ee London, SW1, (256d 
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new Administration proposes to guide the country’s 
fortunes. f 

To some extent the Gracious Speech is over- 
shadowed this time by the economic debate which is 
scheduled to follow and which will have begun after 
this issue has gone to press. Putting aside all matters 
of economic day-to-day policy which will be dis- 
cussed next week there remain a number of points in 
the Speech which are worth recording. | 

Pride. of place in the Speech was given to the 
national safety where in addition to the generalities 
which might have been expected on such an occasion 
from a great defence minister, the Prime Minister 
himself; there was a reference to the revival of the 
Home Guard. The needs of home defence will 
clearly occupy a greater portion of this Adminis- 
tration’s time, and presumably in due course of the 
taxpayers’ money, than they have done in the im- 
mediate past. There were also passing references to 
drastic action about inflation and the shortage of 
labour in key industries. 

Legislation on the de-nationalization of the steel 
industry is to await the new year. The Monopolies 
Commission is to have its powers extended and 
increased. This will be a testing issue for the present 
Administration, for the Conservative Party is not by 
tradition violently opposed to private monopoly. 
Action, is promised on road transport — another 
election pledge. In general there is to be an effort to 
introduce a greater degree of flexibility into national- 
ized industries. The re-enfranchisement of the 
universities is to be left until the next Dissolution. 

Altogether, the new House is faced with a much 
less ambitious programme of legislation than its last 
two predecessors though such controversial legis- 
lation as is tabled will be exceedingly complicated — 
witness the complexities of changing the ownership 
of the steel industry. Defence, foreign affairs and the 
critical needs of the moment in economic affairs will 
be the main pre-occupations of the present Parliament. 
If such should seem a short list of matters for the 
Legislature, appearances are likely to prove deceptive. 


The Boom That Wasn’t 


To those who had expected a sudden upsurge of 
confidence in: trade and industry when the Con- 
servatives won the election, the events of the last 

` week must have made sobering reading. There has 
been no sign of a boom: if anything, sentiment has 
moved the other way. No matter where one may have 
looked for superficial indications of optimism about 
the outlook, the barometers have been found to be at 
‘unsettled’ rather than at ‘set fair’. 

Stock Exchange prices have been depressed and 
there is little to suggest that it was the Conservative 
allusions in their election literature to the usefulness 
of a rise in the rate of interest as a deterrent to infla- 
tion, which has caused the weakness in gilt-edged 
prices. Equities have fared no better. The pound 
sterling, which has been softening on the free market 
for some time, improved slightly the day after the 
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election results were announced, and then thought 
better of it-— international speculators deciding no 
doubt in a flash of common sense that this country’s- 
external problems would not be automatically put 
right by a change of government. 

There have been Press reports in the last week or 
so that the new Administration has found the economic 
position worse than it had expected, and whatever 
truth there may be in this sort of talk it has added its 
quota of foreboding about the immediate future. ` 

The Chancellor of the Exchequer will have made 
nis first statement about the state of the nation after 
this issue goes to press. Whatever he may have said 
either on the facts of the position or about/his 
prescription for bettering it, some good will have 
been done by a statement from the Government, even 
if it is only of an interim sort. Business sentiment, 
like nature, abhors a vacuum. 


Six Months’ Surplus for B.O.A.C, 


With the publication some time ago of the results 
of the 1950-51 operations of the two state-owned 
airlines it had been expected that they would break 
into the clear in the current financial year — unless 
special adverse circumstances intervened. The chair-_ 
man of B.O.A.C. announced last week that the Cor- 
poration had achieved a six-month operations period 
(half the current financial year) with a net surplus. 

The surplus is only a small one, £133,000 in fact, 
but the results suggest that the trend was becoming 
rapidly better towards the end of the period, which.in 
turn would give reason for thinking that good results 
will be recorded before the onset of the winter, when 
weather conditions are apt to take a seasonal toll on 
airway receipts. Throughout the six months, (raf 
kept to a high level and the outcome was also helpe 
by higher first-class air-mail takings. , 


Cargo Handling 
Volumes have been written over the years — infor- ' 
mative, critical and plainly abusive ~ about the slow ' 
tura-round of ships at ports and ail that entails for 
the efficiency of the whole transport system. It is, 
therefore pleasant to record that a step has been taken 
to bring a fresh line of approach to the problem. 

An effort is being made to examine the problems 
of cargo handling at ports on an international and 
technical basis. It is proposed to set up an Inter- 
national Cargo Handling Co-ordination Committee. 
A meeting of observers and experts met in London 
last week to discuss provisional articles of association. 

The idea is to carry the field of study beyend the, 
immediate question of cargo handling at ports. It 
must therefore cover as well the problems of road 
transport, integration of road, rail and sea transport, 
packaging and labour relations. This is a vast range 
of subjects and the committee will have to operate as{ 
a source of information on all these matters as well as 
an international forum. The whole idea is none the 
less imaginative and deserving of financial support 
from governments and interested bodies concerned 
with the efficient movement.of goods. 
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AN ACCOUNTANT’S WORKING PAPERS~—I 


by S. M. DUNGAN, F.C.A. 


Introduction 
i GREAT deal of the work of a qualified 


accountant requires the preparation or collec- 

tion of working papers. This will be so whether 
the accountant is in practice, is an employee of a 
practising accountant, or is in the service of an 
industrial or other undertaking. 

-~Working papers are, perhaps, of greater importance 
to the practising accountant than to his colleague in 
industry, in that they constitute essential records 
relating to the work done for his clients. In this paper 
I shall deal with the working papers of the practising 
accountant. 

Examples of audit papers appear in the appendix 
and I should like to emphasize that they are intended 
to show the manner in which certain hypothetical 
facts might be dealt with. The examples do not 
purport to suggest that the accounting principles or 
auditing procedures described therein are necessarily 
the most appropriate. 


Need for Working Papers 


Working papers provide, in permanent form, 
information about the work done in relation to each 
job undertaken by the accountant, including par- 
ticulars of the records examined and of the facts on 
which his conclusions were based. They may, there- 
fore, be considered to be an essential part of the 
practising accountant’s records. Their preparation, 
in most cases, is a necessary operation in the per- 
formance of the accountant’s work relating to each 
job, whether it involves auditing, accountancy, 
taxation or most of the other types of work performed 
by professional accountants. 

The following considerations may sérve to illus- 
trate the need for adequate working papers as an 
essential part of the accountant’s records: . 


(a) The working papers will enable the work done 
by the accountant’s staff to be reviewed by him 
in an efficient manner. As a result the accoun- 
tant will be able to ascertain that the work done 
constitutes an adequate performance of the 
instructions accepted. He will also be in a 
position to decide on the terms of the report or 
other document which is to be issued at the 
conclusion of the work. I do not suggest that a 
review of working papers will enable a principal 
to dispense with a discussion with the assistant 
in charge of the work, but the papers, if properly 
prepared, will enable the principal to direct his 
attention to matters of importance. 

` (b) Reference is frequently required at a later date 
to facts previously ascertained by the accoun- 


An address delivered on September 12th, 1951, at the 
summer course of The Institute of Chartered Accountants, 
held at Christ Church, Oxford. 





tant. For example, in dealing with the taxation 
affairs of a client it is often necessarv to refer to 
information already obtained in the course of 
auditing the client’s accounts. The existence of 
adequate working papers will enable the 
accountant to obtain the information readily 
and avoid troubling his client to supply it again. 

(c) Members of the accountant’s staff familiar with 
work.of a recurring nature may not be available 
when the work is to be taken up, either due to 
changes in staff or because they are engaged on 
other work. Adequate working papers relating 
to the work done in the previous periods will 
enable the job to be assigned to other members 
of the staff. A study of these working papers will 
enable the senior member of the staff allocated 
to the work to familiarize himself with the job 
without reference to the client on many points 
which otherwise would be necessary. Changes 
in the staff allocated to recurring work on a 
particular client’s affairs may therefore be made 
with the minimum of inconvenience to the 
client. 

Due to the facility with which changes may 
be made in the staff allocated to particular work, 
delays may be avoided by the allocation of other 
staff to recurring work when staff previously 
engaged on the work are not available at the 
time when the work is ready to be undertaken. 

(d) In jobs of a recurring nature, such as audits or 
the preparation of annual accounts, the work 
on future occasions will be facilitated by the 
existence of papers giving particulars which 
will be required, e.g. service agreements with 
senior executives, and details of title deeds of 
property. Reference to the papers relating to 
the previous occasion on which the work was 
done may enable the work to be planned more 
effectively, in that arrangements can be made to 
deal expeditiously with items which presented 
special difficulty or held up the completion of 
the work. Items which it was considered 
required further investigation at the previous 
audit will not be lost_sight of and will be 
followed up. 

(e) The working papers provide a ready means of 
reference to analyses or constituent amounts of 
items in the accounts or statements examined 
by the accountant. The existence of the papers 
will enable questions relating to the accounts 
or statements to be dealt with expeditiously 
without reference back to the books and records 
of the client.. 

(f) Questions may arise, sometimes after a con- 
siderable lapse of time, as to the adequacy of 
the work done by the accountant. The working 
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papers, if properly prepared, will provide 
evidence of the work done, the scope of the 
examination made, and of the explanations 
obtained. Their existence may prove extremely 
valuable in rebutting allegations of lack of due 
care and diligence. Without adequate working 
papers the accountant would be bound to rely 
on his memory or that of his staff for his 
support. Memory is not always reliable and, 
furthermore, persons who carried out the work 
may not be available when required. » 


It will be evident from the foregoing that the 
accountant’s working papers fulfil important func- 
tions and their preparation and presentation may be 
considered to be worthy of study. 


Factors to be Observed in Compiling 
Working Papers 


The manner in which the facts will be displayed in 
the working papers will vary according to the nature 
of the work to which they relate, the degree of com- 
pleteness of the records from which they are com- 
piled, and other factors. , 

A great deal of the benefits to be derived from the 
existence of working papers will, however, be lost if 
they are not compiled in a proper manner, and I deal 
below with some of the factors to which consideration 
has to be given in their preparation. . 

The facts dealt with in the working papers should 
be presented clearly and concisely. The preparation 
of working papers often calls for considerable skill 
and their usefulness will be curtailed if thought is not 
given to the work of preparation. ; 

They should be prepared in such a way that the 
salient facts are readily apparent to any one examining 
the papers. For example, a schedule may be required 
to show the composition of an amount which itself 
consists of several classes of item, each made up of 
numerous amounts. The schedule would agree with 
the total amount if all the items were listed without 
regard to their nature. Its usefulness, however, would 
be greatly enhanced if it were presented in such a 
manner that the total of each of the classes of item 
was apparent and if, where numerous items were 
involved in any class, these were dealt with on 
supporting schedules, so that the essential facts 
relating to the composition of the amount with which 
the schedule deals are clearly shown on one sheet of 
paper. 

All factors to which consideration has to be given 
in connexion with the work to which the papers relate 
should be dealt with in the working papers. On the 
other hand, unnecessary details should be avoided. 
In most cases the working papers are the property of 
the accountant and generally speaking, it is not 
necessary to burden them with voluminous records 
belonging to the client. For example, it is usually not 
necessary for the working papers relating to the audit 
of a manufacturing company to include the detailed 
stock-taking sheets on which the stock valuation is 
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based. A summary of the stock valuation with 
information as to the basis adopted for taking and 
valuing the stock, and the work done by the auditor 
to substantiate the values, including notes of tests 
applied and the results thereof, would suffice in a 
normal case. 

Where the working papers relate to the examina- 
tion of books and records by the accountant for the 
purpose of an expression of opinion by him, the 
papers should distinguish.clearly between: 


(i) Figures extracted from the books or records 
examined by the accountant, and 


(ii) Details of the work done by the accountant to` 
check or verify the records, and 


(iii) Any notes as to the conclusions reached by the 
accountant as a result of his examination. 


The handwriting should be clear and legible, the 
papers should be neatly prepared, and should be 
capable of being easily understood. The preparation 
of a schedule or statement recording the composition 
of an item examined by an accountant, the work done 
by him in relation to that item, and the conclusions, 
reached may seem laborious particularly when the_ 
accountant is satisfied that the item is in order and 
the time available for the remainder of the work in 
hand is limited. There is a great temptation to prepare 
the working papers in a hurried manner and, perhaps, | 
to omit details which are necessary to a complete ` 
understanding of the item dealt with. If the item is | 
not of sufficient importance to warrant the prepara- 
tion of a schedule the time taken in preparing one, 
however incomplete, is wasted. On the other hand, if 
a schedule is necessary it should be properly pre- 
pared; otherwise it will not be readily understood 
when considered at a later date, and time will be 
wasted in attempting to understand what should b 
apparent on the face of the schedule. 

Where practicable, schedules or papers supplied, 
by the client’should be used so as to avoid the labor- 
ious copying of particulars on the accountant’s own 
papers. In this way it is possible to effect considerable 
saving in time and therefore expense. Clients often 
prepare schedules showing the composition of items 
in their accounts which, with slight amendment, 
could be used by the auditor for his working papers. 
The client is generally willing to accept suggestions 
for a change in the form of his schedules, if the result 
is to make them clearer and also to adapt them to the 
purpose of the auditor. Generally speaking, the client 
would prefer to have such a suggestion made to him 
rather than for the auditor’s staff to. ignore the 
schedules which he supplies to them. 

The paper used for the accountant’s working 
papers should be of good quality so as to withstanc 
frequent handling, and be of convenient and, as far 
as practicable, uniform size. Foolscap or double 
foolscap paper is often used. The papers should be 
securely fastened together, arranged in a logical order, 
adequately referenced, and the subject to which they 
relate should be clearly marked.on the outside. 
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Audit Papers 


The practice of public accounting consists to a large 
extent of the examination of accounts of companies 
and other undertakings with a view to the expression 
of an opinion by the accountant as to the truth and 
fairness of the view of the financial position and of the 
results of the operations disclosed by the accounts. It 
may be helpful, therefore, if I briefly outline a 
method of arranging and compiling working papers 
relating to audits. It is impracticable in a paper of this 
length to give a complete example of a set of working 
papers, but in the appendix I give examples of some 
of the more important schedules relating to the audit 
of the accounts of a hypothetical company. 

In the normal case the working papers relating to 
the audit of the accounts of an undertaking will 
consist of: 


(a) a draft of the accounts on which the opinion of 
the accountant is required; 

(b) a set of schedules referenced to these accounts, 
containing supporting details to items in the 
accounts and other information; 

(c) a ‘permanent’ file containing documents, or 
extracts therefrom, to which reference has to be 
made for audit purposes from year to year. 

The draft accounts should be exactly in the form to 
which the accountant is requested to append his 
report. In my experience it is important that the 
working papers should be referenced to this draft, 
and that the accountant should have it before him 
when reviewing the work. In some cases detailed 
accounts are prepared in the first instance, and from 
there a summarized account for publication is made 
up. I find it preferable to consider the account ‘for 

ublication’ as this is the document to which the 

rountant’s report is to be appended. A point which 

is apparent on an examination of the detailed accounts 

may be obscured in the summarized accounts and 

may be overlooked if the accountant’s attention is 
focused on the detailed accounts. 

As a matter of office routine it is convenient for the 
audit schedules relating to the accounts to be arranged 
in a defined order so that, in reviewing the accounts 
with the working papers, the principal can proceed in 
a logical and orderly manner. Each schedule should be 
clearly headed with the name of the company, the 
date of the accounts, and the subject dealt with on the 
schedule. A method which is commonly used for 
arranging audit papers is for the schedules to comprise 
one or more bundles of foolscap paper, secured at the 
top left-hand corner with a stout paper fastener and 
comprising: 

(1) Stout front sheet containing the name of com- 
pany, period of accounts and name of senior 
assistant responsible for the work; 

(2) Final notes; 

(3) Lists of missing or defective vouchers; 

(4) Details of the audit work done; - - 

(5) Extracts from the minutes of meetings of ‘the 
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partners, shareholders, directors, or other 
governing body held during and since the 
period under review; , 


(6) Lists of balances in the books from which the 
` accounts have been prepared; 


(7) Schedules supporting items in the accounts; 


-(8) Rough memoranda, notes, etc., prepared by 
audit clerks during the course of the audit and 
either cleared or transferred to the final notes; 


(9) Stout backing sheet. 
The papers comprising the ‘permanent’ file would 


be filed separately from those enumerated above and 


I will refer later to the method of compiling this file. 
Certain items in the above list may call for comment 
and these are dealt with below.. 


Final notes 

These would normally comprise one or more sheets 
of foolscap paper, on which ‘would. be entered par- 
ticulars of the points to which the attention of the 
principal is directed by the clerk in charge of the 
audit or which the auditor desires to discuss with the 
directors or others with whom the accounts are agreed 
in final form. The notes would usually be drafted by 
the manager or senior in charge of the job from the 
rough memoranda prepared in the course of the audit 
referred to in item 8 above. 

The notes should be drafted in such a way that 
their implications can be readily grasped, and there 
should be a clear division between points requiring a 
decision by the principal and routine matters which 
have been referred to the client and which he has 
agreed to deal with. An example of the latter type of 
item is a payment made which requires the authority 


_of the directors, which has been mentioned to the 


secretary of the company and for which he has agreed 
to obtain a resolution of the board before the principal 
is asked to sign his report. 

In drafting the final notes, sufficient space should 
be left for the principal or clerk in charge of the audit 
to record the decision reached on each point raised 
and the reason therefor. This may be achieved by 
leaving a space under each note or by writing the 
notes on half the width of the paper only, so that the 
notes of each decision taken may be entered opposite 
the appropriate item. 

Many years after the audit has been completed it 
may be necessary to ascertain the facts‘on which the 
treatment of certain items in the accounts were based. 
It is of the utmost importance, therefore, that there 
should be a clear record of the explanations given by 


-officials of a company and of other notes relating to 


questions raised by the auditor on the accounts. 
(To be continued.) 


APPENDIX 
The appendix to Mr Duncan's paper, containing a 
balance sheet, profit and loss account, and the more 
important of the supporting audit schedules, ts repro- 
duced in the following pages. 
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Authorised: rs clause 19 of Memorandum as amended by Rees ot Member dated eg Mardi, 1938: 


THE ACCOUNTANT `: ` November 10th, 195: 


A.B. MANUFACTURING COMPANY LIMITED ) : A 


SHARE CAPITAL 


3IST MARCH, 1951 
£ £ 





200,000 6% Cumulative Preference Shares of ax each: ` 200,000 
200,000 Ordinary Shares of £1 each 200,000 
£400,000 
i B/S 
Issued 150,000 6% Cumulative Preference.Shares of £1 each, fully paid ads 150,000 V 
Ordinary stack, transferable in units of ss.: 
As at 31st March, 1950 ` 120,000 
Issued 30th April, 1950: ‘ 
. 80,000 shares of £1 each at £3 per share, converted into stock immediately after issue i$ 52 P 80,000° 
200,000 V 
: ; £350,000 
BIS 


History of capital—see Sch. Ar 
Rights attaching to share capital—see Sch. Az 


‘Work done: 
Register balances: 


EE dividend lists, Registers A-D and M-R at 31st December, 1950. Tested casts of dividend lists and agreed total 
with issued s 
Orliniry  Ofecked to KC list at 30th September, 1950, Register A-K. Tested casts of dividend lists and agreed total with stock 


Capital liege during year-—Tested allotment sheets 1, 3, 5 and 8 (out of 10) to stock register. 
Checked casts of allotment sheets—numiber applied for, allotted, cash on application; cash returned, and balance due on allotment. - 
Checked calculations of cash returned and balance due on E (5 per page). 
Reconciled with banking account. Terms of new issue verified with circular approved by board on 4/4/50. 










forh Aprils 1933 (da (datei of incorporation) 


uthorised capital 


Spee See of £r each . 
“Oo shares of £1 each 
Issued for cash at par 


25th March, 1938 


Authorised deital increased by 
Issued ordinary shares converrad to stock 


goth April, 1938 


Bonus issue to ordinary stockholders 


Issue. for cash: 


2100.090 preference at 263. .. 
70,000 ordinary at 103. per 53. unit . 


30th April, 1950 
Issue for cash: 


£80,000 ordinary at 15s. per 5s. unit... 
As at 31st March, 1951 


A.B. MANUFACTURING COMPANY LIMITED A) 
History OF SHARE CAPITAL ‘ 31ST MARCH, 195) 


Preference 


Authorised | Issued 


£200,000 | £150,000 



















Sch. ] 


A.B. MANUFACTURING COMPANY LIMITED ; A: 


‘RIGHTS ATTACHING TO SHARE CAPITAL 








Votes on a poll 
{Article 57) 


Dividends 
SS (Article 35) 

Winding up 
(Article 41) 





Preference 


1 vote per share only exercisable: 
(1) on resolution directly affecting rights of preference 
hareholders; 
Sé În event of winding up; 
If TE- preference dividend more than 6 months in 


For th this purpose due 30th June and 31st December. 
(Dividend paid to 31st December, 1950.) 


6 per cent. cumulative preferential dividend. 
Repayment, in priority to ordinary stockholders of 


amount of paid-up capital with arrears of 
dividend {less income-tax) whether declared or not. 





I vote for each 5s. stock unit held. 


Balance of profits distributed after payment of preferenc 
dividend. 


Balance of surplus assets remaining after payment ti 
preference shareholders. Wes 
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A.B. MANUFACTURING COMPANY LIMITED ` 


INCOME Tax, SCHEDULE D, Casz I, COMPUTATIONS 1951-52 AND 1950-51 























Fiscal year 1951-52 
Based on accounts 31/3/51 
£ £ 
Profits per accounts Si SC be Ss Sé of Gë 194,693 
Add: ` 
~ Depreciation i o a » Gë Sch. G 39,860 
“Legal fees .. vi Së D sy aa A Sch. Zł 1,342 
Subscriptions — .. E ie” xs e 8 Sch, Zt" 50 
Disallowable repairs etc. .. lo ei Gi ne Sch. Zt ` 1,460 
42,712 
2372405 
Deduct: 
Dividends received . . D D Ae Al e Sch, H ` 4,600 
Profit on sale of fixed assets sch Se o we Sch. G 5:209 
Net annual value. .. d a d e es DE ia 9,362 
Depreciation of loose plant and tools... D si Sch. G - 12,529 
i i 31,700 
d 2053705 
Profits tax ee te ee) Sch, Dat 333434 
f 
} 172,271 
/ 
Capital allowances vie a Së Ze vii d Sch. Di 
Industrial buildings e D xe D Me = dë 1,700 
Initial ey ee as e en er deele, See 
Annual d A Ce Si os — 4 oi ha 18,458 
: 32,401 
Less Balancing charges .. Dom i A si ey D Si 7,045 
25,356 
£146,915 
Rate of tax Se e ae bs de BK e D CH 9/6 
Tax thereon D a a a Se si i a re £69,785 
say £69,800 





Tax on initial allowances: 

















Relief for year as above £12,243 at 9s. 6d. Ss SN 23 5:815 
Less Relief in prior years now utilised, £2,243 at 9s. Sch. Dt IOIO 
g g ` 4,805 
Increased reserve required due to increase in rate of tax £10,720 
Less Utilised D Se D Si Bi D I,0I0 
£9,690 (1/18th thereof) 538 
£5:343 
say £5,400 


to Sch. D 
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Dr 

1950-51 

31/3/50 

£ £ 

170,348 
37:008 
12 
50 
8,578 

45,648 

215,996 

4,000 

4,591 
8,870 
11,852 

295323 

186,673 

27,402 

159,271 
1,700 
. 11,100 
16,420 
29,220 
4.471 

245749 

£134,522 

9/- 
£60,536 
say £61,000 
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A.B. MANUFACTURING COMPANY LIMITED 
STOCKS on HAND AND WORK IN PROGRESS 31ST MARCH, 1951 
1950 SEH : : 
£ £ 
374,760 Raw materials d Se px Ja e we oa Gi vg ech wd 403,530 
89,925 Workin progress .. e re ds sii gx y “i D P ZS 101,434 
33,676 Finished stock a Ss D di ARE ai ari SS Ex ge D 39,581 
498,361 "54455457 
A 1,003 Stock in transit (liability for this in trade creditors) .. ate Ca ss fd ss 849+/ 
£499,364 £5453394 
l B/S 
Yotes on inventory procedures and work done: Sch. Ji. 
jı 


A. B. MANUFACTURING COMPANY LIMITED 


NOTES ON INVENTORY PROCEDURES AND WORK DONE 


31st March, 1951 


[i 
I1) Quantities: 


(a) Raw materials and finished stocks: Quantities are extracted from continuous inventory records. See Sch. Jt for 
notes on system of recording quantities and continuous stock checking procedures, which are satisfactory. 
Fixed quantities shown in inventory with quantity records as indicated on Sch. J}. Carried out count of certain 
selected items and compared with quantities shown by quantity records. Results satisfactory, see Sch. J}. 
Tested records of deliveries inwards and outwards immediately prior to and after 31st March and ascertained 
that these were correctly dealt with in the financial books in the appropriate financial year. 


(b) Work in progress: Inventory compiled from ‘work in progress’ slips prepared by foremen showing actual work 
on hand at 31st March, 1951. See Sch. J} for notes on method of compiling inventory and control over issue and 
return of ‘work in progress’ slips and test of inventory with ‘work in progress’ slips. “i : 

2) Prices: : 


(a) Raw materials: Larger items at actual cost, smaller items at ‘average’ cost ascertained as outlined on Sch. Jt- Test 
of prices with invoices confirms that basis is being followed, see Sch, Jt. 


(b) Work in progress and finished stocks: At standard costs which are besed on ‘normal’ output (see Sch. Jt for further 
particulars). The standard costs include factory oncost but not general administrative expenses. See Sch. Jt for 
comparison between ‘standard’ cost and actual cost of production for each month during year. Standard costs 
tested with costing data as indicated on Sch. Jf. See Sch. J} for comparison between selling price and standard 
cost of selected items of finished stock. Results of tests confirm that work in progress and finished stock are valued 


at amounts approximating to actual cost including factory overhead expenditure and that the valuation is below 
realisable value. 


'3) Slow-moving or obsolete stocks: Records examined for evidence of slow-moving items. Certain items listed for dis- 
cussion with works director. See Sch. J} for these and notes of explanation given and general discussion on the 
subject. Position appears satisfactory. There appears to be a ready market for the company’s products and the in- 
crease in the value of stock and work in progress is mainly due to increased prices. 


'4) Checked extensions and cases of inventories and totals to summaries as indicated on Sch. Jf. 


ei Certificate obtained from managing director as to existence, ownership and valuation of stock in trade and work in 
progress—see Sch. Jt. enc ; 
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FINANCE AND COMMERCE 


Stock markets have become rather steadier but the 
expectation of higher interest rates with resultant 
lower gilt-edged prices does not attract new buying. 
Further reaction may be seen before markets 
recover. 
Special Resolutions 

A matter which has arisen in connexion with the 
audit of The British Assam Tea Co Ltd raises a 
point of interest for the accountancy profession 
generally. 

‘Notice of the annual meeting includes three 
resolutions, ‘due notice of his intention to move 
which has been given to the company by a member’. 
Resolutions (1) and (3) are material to the issue. The 
resolutions are: 

(1) That Messrs Norris, Tucker & Co, Char- 
tered Accountants, London, be not reappointed 
auditors of the company. 

‘(2) That Messrs. Lovelock & Lewes, Chartered 
Accountants, Calcutta, continue in office and their 

- remuneration be Rs300 per annum. 
fe ‘(3) That Messrs Tribe, Clarke, Painter, Darton 

& Co, Chartered Accountants, of 43-44 Broad 

Street Avenue, Blomfield Street, London, EC2, be 

appointed auditors of the: company in place of 

Messrs Norris, Tucker & Co, and their remunera- 

tion be roo guineas per annum. 

‘Messrs Norris, ‘Tucker & Co’, the notice adds, 
‘have made representations to the company in writing 
with respect to the above intended resolutions, a 
copy of which is sent herewith.’ 


Auditors’ Statement 
The communication from the auditors runs as follows: 


‘The Companies Act, 1948, contains provisions in. 


the case of non-reappointment of the retiring auditors 
of a company. 

‘In view of the resolution to be put at the annual 
general meeting, and to avoid any inference reflecting 
on our competency in carrying out our duties as 
auditors to the shareholders, we have requested the 
company to have the following representations notified 
to the members. 

"We have acted as auditors to the company for 
upwards of forty years, during the whole of which 
time no question has arisen as to the efficiency of our 
audit, nor has there been any question of principle 
involved relating to the accounts, between the 
directors and ourselves. 

‘On completion of our audit of the 1950 accounts, 
we were verbally informed through a representative 
of the secretaries that it was the board’s intention to 
effect a change in the appointment of auditors and 
suggesting that we should resign to facilitate this. 

‘As in our opinion there existed no reason for the 
change of auditors, other than the personal wishes of 
the directors, and that such resignation might be open 
to misconstruction, we refused to take this step.’ 


At the Meeting 


The meeting was reported by the Financial Times as 
follows: 

‘Mr G. H. Hilliard, a director, who moved the 
resolutions, said that they had the board’s approval. 
Messrs Norris, Tucker, originally a City firm, had, 
owing to bomb damage during the war, moved their 
business address outside London. This arrangement, 
explained Mr Hilliard, the board considered un- 
satisfactory since it was felt that the company’s 

LOVELL & CHRISTMAS LTD AND SUBSIDIARY ‘COMPANIES 


Consolidated Profit and Loss Account for the 52 weeks ended 
April 28th, 1951 















































1950 
(adjusted) : 
£ i £ £ 
Trading and Manufacturing Profits before 
207,088 charging items deducted below el 346,509 
12,726 Income from Trade Investments .. GEN 20,302 
1,435 Quoted Investments... an 435 
1 7,651 Exceptional Items (see Notes) .. `. 22,254 
238,900 389,500 
Deduct: 
Depreciation of Fixed Assets .. k 48,511 
Depreciation of Trade Investments .. 20,936 
Provision for Deferred Repairs 2,500 
Auditors’ Remuneration (other than 
amounts fixed in General Meeting) 1740 
50,66! zm 74,687 
188,239 Group Profit before Taxation 314,813 
(subject to the items deducted below from 
Profit of the Parent Company) 
Deduct Taxation (based on Seet ts of the 
52 weeks): è 
25,870 U.K, Profits Tax 49,317 
U.K. Income Tax (less recoverable 
21,607 from Dividends) a's 50,923 
Overseas Taxation (less Baminion 
938 Income Tax Relief) .. 7,629 
48,415 ———~ 107,869 , 
$39,824 Group Profit after Taxation .. 206,944 
{subject to the items deducted below from 
Profit of the Parent Company) 
Deduct Proportion attributable to Minor. 
ity Shareholders in SE Com: 
3,146 panies .. S Säi 1,069 
136,678 205,875 
Deduct Profits retained by Subsidiary 
Companies attributable to the Parent 
+ 8,640 Company Se Ge 43,155 
Profit of the Parent Company subject to 
145,318 the following deductions: 162,720. 
21,981 Debenture Interest .. n. 21,960 
5,000 . Staff Bonus and Benevolent Fund , 6,000 
Directors’ Share of Profit under 
13,706 Article 89 (see Notes) $ 20,105 
40,687 m 48,065 
104,631 Net Profit of the Parent Company . 114,655 
Add Balance ee forward from April 
77,079 29th, 1950 Š: Di Di 86,191 
$81,710 200,846 
5 Deduct Appropriations: 
5,519 Debenture Stock Redemation Fund .. 5,540 
~ General Reserve 15,000 
45,000 Preference Dividend at 6% (Grows). 45,000 
45,000 Ordinary sw at 6% (Gross 45,000 
95,519 m $10,540 
86,191 Balance carried forward by Parent Com any 90,306 
Balances carried forward by Subsidiary 
` 43,518 Companies ae oe o 86,140 
Balance carried forward in Consolidated 
£129,709 Balance Sheet . .. oe . DÉI £176,446 
The notes by the Directors on page 8 forman integral part of this Account. 


(Not reproduced) 


THE ACCOUNTANT 


November 10th, 1951 


LOVELL & CHRISTMAS LTD 
Balance Sheet at April 28th, 1951 


























462 
1950 
D £- £ 
Capital and Reserves 
Capital: 
2,000,000 Authorized .. .. 2,000,000 
Issued: 
6 per cent Cumulative Prefer- 
750,000 ence Stock 3 H .. 750,000 
750,000 Ordinary Stock .. 750,000 
1,500,000 1,500,000 
Capital Reserves: 
= Capital Reserve... a Sg 13,874 
Debenture Stock Redemption 
Fund as at April 29th, 1950, 
Appropriation at April 28th, 
1951, and Interest on Fund ln- 
90,029 vestments Gi eg è 95,905 
11,605 Debenture Stock redeemed 12,755 
[01,634 122,534 
Revenue Reserves: 
162,500 General oie Shr, ak +. 177,500 
Future Income Tax {up to and in- o 
cluding 1952-53 estimated lia- 
42,083 bility) F py Ge 31,971 
1,775 Exchange .. Se es SH 1,775 
86,191 Undistributed Profits ON 90,306 1 
292,549 301,552 
1,894,183 1,924,086 
` 4} per cent First Mortgage Deben- 
488,395 ture Stock .. SN Sé Se 487,245 
H Current Liabilities 
704,283 Bank Overdraft (secured) .. 498,945 
429,906 Creditors and accrued liabilities 442,559 
4,074 Debenture Interest accrued (secured) 3,879 
Subsidiary Companies’ current ac- 
177,038 counts and deposits .. 175,548 
60,944 Profits Tax .. a as .. 20,899 
Income Tax (including 1/12th of 
1,526 1951-52 estimated ! ability) as 3,389 
Dividends (less Tax): 
Preference for six months to June 
12,375 30th, 1951 EH Ss Ge 11,813 
24,750 Proposed Ordinary.. sa «+ 23,625 
1,414,896 1,180,657 
The notes by the Directors on page 8 
form an integral part of this Balance 
Sheet, 
—— (Not reproduced) ee 
£3,797,474 £3,591,988 





E 


auditors should be in the City, available at short 
‘notice when their advice was needed. Furthermore, 
the board thought it unsatisfactory that an unquali~ 
fied clerk, aged 80, was invariably sent to the com- 
pany’s offices. 

With those points in mind, the board decided to 

. take the action proposed in the resolution when the 
auditors asked for an increase in their annual 
remuneration from 50 guineas to 100 guineas. 

The resolution opposing the auditors’ reappoint- 
ment was passed unanimously. Another appointing 
Messrs Tribe, Clarke, Painter, Darton & Co, as the 
new auditors, with remuneration of 100 guineas a 
year, was approved with one dissentient.’ 


Centenary Accounts 
This week’s reprint gives the accounts of Lovell & 
Christmas Ltd, provision and canned goods merch- 
ants, importers, etc. With these accounts, the directors 
have dropped the separate profit and loss account for 
the parent company and have adopted: the single 
column form that fulfils the dual purpose of parent 
and. consolidated account. The accounts are accom- 
panied by a lengthy series of notes which form an 
integral part. In the case of.the profit and loss account, 


























1950 
£. : f £ 
Fixed Assets 
Freeholds and Leaseholds, at cost o 
485,922 valuation in April [923 «+ 493,293 
Less Deprecaticn and Amortisa- 
57,130 tion Sis e D es 61,975 
428,792 431,318 
Plant and Machinery, Vehicles and 
Equipment at cost or net book 
77,999 value at May Ist, 1948., .. $14,067 
` 20,843 Less Depreciation .. éi da 34,523 
57,156 79,544 
253,197 Goodwill at cost Ka ee .. 253,197 
40,000 Less Amounts written off e 40,000 
213,197 i -m 213,197 
699,145 724,059 
Debenture Stock F.edemption Fund 
` Investments at cost (market i 
86,828 value £87,577) .. ei ss 92,687 
Trade Investments at cost (less pro- 
174,918 vision £21,397) .. ee oe 158,707 
Investments in Subsidiary Companies: 
1,221,065 Shares at cost . ta os 1,236,714 
74,708 Loans ae Së pi 254,572 
1,595,773 1,491,286 
279,489 Deduct Provisien 275,489 
4,316,284 1,211,797 
2,277,175 2,187,259, 
` Current Assets an 
Stocks in Trads and Stores at the 
616,059 lower of cost and market value .. 430,846 
Debtors and Prepayments (less pro- 
vision for discounts and doubtful, 
723,376 debts) ste Ze iva .. 837,859 
Subsidlary Companies’ current ac- Š 
102,190 counts a Gen oe .. 101,184 
Quoted Investments (market value 
22,946 d sa Së Ke aa 10,000 
Cash at Bankers, in transit and In 
55,728 hand Ss Së GE se 24,849 
1,520,299 1,404,738 
£3,797,474 £3,591,988 
nN 


the notes dissect the ‘exceptional items’ and also 
provide the required information concerning the 
remuneration of the directors. 

This, incidentally, is the centenary year of the 
business, which was started as a small partnership in 
1851, for the purpose of selling West of England 
dairy produce in the London market. Under normal 
conditions, it would now be drawing supplies from 
every country in the world with an exportable surplus 
of basic foodstuffs. Much of the actual buying, how- 
ever, is now carried on by the Ministry of Food. 

Mr J. G. Elliott, the chairman, says that ‘there is 
no doubt that the world production of butter, cheese 
and eggs available for export to this country is 
declining’. He sees the probability that we shall have to 
give increased prices to encourage overseas production. 


Money Market. P 
Treasury Bill applicatiors totalled £330,105,000 on 
November 2nd and the allotment basis was 54 per 
cent with the average rate 1os 2:38d per cent. This 
week’s offer is £260 million. There is no Treasury 
deposit receipt call. d 
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LOVELL & CHRISTMAS LTD AND SUBSIDIARY COMPANIES 
Consolidated Balance Sheet at April 23th, 1951 
























1950 
{adjusted} 
£ ‘ é 
interest of Stockholders of Lovell 
hristmas Ltd 
~ 1,500,000 ` issued Capital 1,500,000 
Capital Reserves: 
55,675 Capital Reserve 93,670 
Debenture Stock Redemption 
90,029 Fund 95,905 
17,605 Debenture Stock redeemed 12,755 
157,309 202,330 
Subsidiary Companies’ Profits 
prior to acquisition, less pre- 
17,924 mlums pald for holdings 17,656 
175,233 219,986 
Revenue Reserves: 
198,944 General , 223,172 
Statutory Reserve of a Forelgn 
3,833 Subsidiary 2,468 
Future Income Tax ‘(up to and in- 
giing 1952-53 estimated lia- 
104,073 As 118,922 
129,709 | e ite) Profits ` 176,446 
436,559 521,008 
29,816 Foreign Exchange Fluctuations ` 44, 
2,141,608 2,284,996 
Interest of Minority Shareholders 
53,455 in Subsidiary Companies 53,230 
4} per cent First Mortage E Deben- 
488,395 ture Stock .. 487,245 
P Current Liabilities 
"Cen Bank Loans and Overdrafts (partly 
` 2,049,122 secured) .. . 2,091,728 
‘alé, 156 Creditors and accrued llabllities |. 1,032,190 
4, 074 Debenture Interest accrued ‘(Gecured) 3,879 
22 Deferred Repairs .. 2,522 
82,614 Profits Tax 66,185 
Income Tax “(including 1fi2eh of 
22,136 1951-52 estimated Jtabiliey) .. 46,836 
37,125 Dividends (less Tax) 35,438 
3,011,249 —— 3,278,778 
The notes by the Directors on page 8 
form an integral part of this Balance 
Sheet, 
(Not reproduced) 
£5,694,707 £6,104,249 











463 
{ dus d) 
adjuste: 
£ £ £ 
Fixed Assets 
Freeholds and Leasehoids at cost or 
valuation or net value at May 
1,369,942 Ist, 1948 1,356,799 
Less Depreciation ‘and Amortisa~ 
204,175 tion ‘ ee «+ 207,263 
1,165,767 ~ 1,149,536 
Plant, Machinery, Vehicles and Equip- 
———_ ment at cost or net book value 
519,259 at May Ist, 1948 558,232 
232,114 Less Depreciation .. 217,214 
287,145 ———— 341,018 
479,441 Goodwill and Trade Marks at cost .. 479,415 
x Less Amounts written off ie 43,000 
436,441 ‘ ae 436,415 
S Debenture Stock Redemption Fund 
Investments at cost (market 
` 86,828 value £87,577) .. . Ss 92,687 
784,493 Trade Investments at cost .. +» 730,620 
317,571 Less Provision for Depreciation .. 338,507 
466,922. m 392,113 
2,443,103 2,401,769 
Current Assets 
Stocks in Trade and Stores, at the 
1,708,793 lower of cost and market value .. 1,663,465 
Debtors, Prepayments and Income 
Tax recoverable (less provision for 
1,398,564 discounts and doubtfuldebts) .. 1,977,488 
Quoted Investments and Defence 
35,758 Bonds (market value £13,098) 13,820 
Cash at Bankers, in transit and in 
108,489 hand Ss D +» 37,707 
3,251,604 m 3,692,480 
£5,694,707 £6,104,249 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself restonsible for, the opinions expressed. 


Installation of Standard Costing System: 
Consultants’ Fees 


Sir, — Your correspondent, Mr K. G. Platt, in your 
issue of November 3rd, raised an interesting point 
showing the continually narrow and narrowing out- 
look of some Inspectors. When in fact does one ever 
undertake any activity which does not have an 
enduring ‘effect’ (benefit or not)? It is all a matter of 
degree. 

In this instance, had the company engaged an 
accountant to work as a member of the staff, his 
salary would be revenue expense. The fee to the 
consultants is, in my opinion, the equivalent for a 
concern which does not wish to enlarge its own staff 
unduly. 

The items to be capitalized in either case are the 
fittings, office machines, cabinets, etc. (if any), 
necessary to carry out the system. 


Surely the next step to disallowing this charge is 
to inquire into the reports given after audits are 
carried out and, if there are any suggestions for 
improving the system of accounting, to disallow a 
proportion of the fee! 

Yours faithfully, 


Coulsdon, Surrey. L. P. CLEMINSON. 


Sir, — Referring to Mr Platt’s letter published in 
November 3rd issue of The Accountant, I would like 
to state that in the course of many years experience in 
consultancy work, I have never had any difficulty in 
getting the Revenue to appreciate the short-term 
asset value of expenditure on consultancy work. ` 

The Inspectors of Taxes invariably agree that out- 
lay of this nature is to be distinguished from expen- 
diture on other more substantial assets. The payment 
is made for specialist advice and skilled services and, 
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whilst the benefit of this work is likely to be extended 
. over several years, the real test lies in the ability of 
the client’s own staff to keep the costing system run- 
ning when the consultant has finished. 

It is not unreasonable to expect the Inspector to 
require the expenditure to be spread over a short 
period of years if a large sum is involved. I have had 
experience of such arrangements for periods of three 
and, in one case, five years, but.I have always been 
cable to get the authorities to appreciate the intangible 
nature of the asset acquired by expenditure on con- 
sultancy work. 

Yours faithfully, ; 
UBIQUE. 

Taxation Conference ay 
Sir, — Your report (November 3rd issue, page 415) 
of my address to the recent Taxation Conference at 
Eastbourne was necessarily brief, but I wonder if 
you could make a correction regarding profits made 
by one member of a group of companies out of sales 
to another member. The recommendation [of the 
Millard Tucker Committee] in question is that where 
a company at the balance sheet date holds stock which 
it has purchased from another member of the same 


group, it should be allowed to value that stock at the. 


cost to the company from which it has bought (i.e. it 
is only the unrealized profit on unsold goods that can 
be eliminated). 

Yours faithfully, 


London, EC2. H. A. R. J. WILSON. 


Costing for Inflation 


Sir, — I am very glad indeed that Mr A. H. Taylor, 
in his article in your issue of October 27th, has 
directed attention to the need to consider interest on 
capital as an element of cost, but I would like to 
suggest an extension to the icea which he has brought 
forward. He states: 

‘Whilst it is obvious that interest on loan capital 

must be paid or the business will be speedily 

brought to an end, it is not perhaps so immediately 
apparent that exactly the same consequences will 
ensue if the shareholders fail to be paid a return on 
their investment at least commensurate with that 
which they could have obtained on trustee securities.’ 

Mr Taylor then goes on to suggest the mechanisms 
by which ‘the same consequences will ensue’. 

I would like to suggest that although Mr Taylor 
is shooting in the right direction he has set his sights 
too low. The minimum which he suggests — namely, 
payment of a return at least commensurate with that 
obtainable on trustee securities is, I believe, 
inadequate as a criterion. Moreover, the margin of 
inadequacy is not just a question of 1 per cent or 
2 per cent as compared with trustee securities, but 
rather of the ‘earnings’ level expected by share- 
holders. 

Mere payment of dividend is not sufficient unless. 
it is paid out of what — by general consensus of market 
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opinion — is deemed to be an adequate level of earn- 
ings. Should it be so paid continuously (i.e. not just 
for perhaps one exceptional year), then not only will 
the consequences which Mr Taylor envisages from 
non-payment ensue but also the raising of additional 
capital will not be practicable. In other words, the 
supplier of capital today does not confine himself to 
asking ‘What rate per cent are you going to pay me 
on this new capital?’; he also asks, no less urgently, 
“What rate of earnings are you going to show on this 
new capital?’ f l 

Except for the giants — ‘blue chips’ — of industry, 
the rate of earnings expected today is approximately 
20 per cent subject only to taxation (i.e. after provid 
ing for depreciation). . We 

In so far as capital can be found by bank overdraft, 
or other similar obligations, the position may to that 
extent be ameliorated but only if the equity position 
is sufficiently broadly based. 

It seems to me, therefore, that from a practical 
point of view, what I may call the ‘marginal practic- 
ability’ of a new venture for a business can only be 
assessed after allowance for ‘earnings’ (considered 
as an element of cost) on something like the scaleagg 
have indicated. 

Yours faithfully, 


VITAMINS LTD 
H. C. H. GRAVES, 
Chairman and Managing 


London, Hir. Director. 


French for ‘True and Fair View’ 


Sir, — I think your three correspondents writing in 
your issue of October 27th have not quite hit the 
mark, A view is an exposé, and true is perhaps best 
rendered by correct. After consulting Larousse, + 
suggest: exposé, justement et correctement, la situation 
financière de la société. 


Yours faithfully, 


Edgware. H EDWARDS, va. 


Sir,-I refer to Mr Bourne-Paterson’s inquiry 
(October 13th issue) for a French translation of ‘true 
and fair view’ of a company’s affairs, as used in the 
Companies Act, 1948. 

I think that the term may be analysed as meaning 
a statement or presentation which, in the opinion 
of the signing auditor, has been compiled with 
accuracy and impartiality. A suitable translation 
would be: 

représentent itmpartialement et avec exactitude la 

situation de la société, etc... . : 

It could be argued that exactitude does not need _ 
the qualification of impartialité, but this criticism 
might be applied also to ‘true and fair’. 


Yours faithfully, 


London, EC2. LEONORA GILBERT, F.c.1.s. 
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THE ROYAL COMMISSION 


The Royal Commission on the Taxation of Profits 
and Income held another public session on November 
yst and 2nd, this time at the Hall of the Society of 
Incorporated Accountants. Oral evidence was given 
‘py the Federation of British Industries, the Associa- 
tion of British Chambers of Commerce, and the 
National Union of Manufacturers, supplementary to 
their written evidence, under the heading ‘General 
Social and Economic Questions’. | - 


Federation of British Industries 


The evidence on behalf of the Federation of British 
Industries was given by Mr S. P. Chambers, a director 
of Imperial Chemical Industries Ltd, and a former 
member of the Board of Inland Revenue.. The chair- 
iman of the Commission, Lord Justice Cohen, said 
“that it was not to be assumed that they had read all 
‘the evidence which had been submitted to the first 
Millard Tucker Committee, otherwise there would 
have been no point in having that committee. The 
Commission would consider that committee’s proposals 
-and take what action it thought fit. As to the main 
evil being the total weight of tax, their terms of refer- 
‘ence precluded any solution, since any reduction of 
taxes on profits and income must be made good from 
the same source. Mr Chambers agreed but added that 
some of the evils complained of could not be removed 
at all unless there was a reduction of total tax. 













The Proposed Excess Profits Tax 


Asked what he thought of the Conservative Party’s 
ledge to impose an excess profits tax, Mr Chambers 
aid that a rate of 100 per cent would be wholly bad 
d worse than profits tax. If fortuitous profits, aris- 
g not from extra effort but purely from rearmament, 
Ould be segregated, there was something to be said 
for taxing them, but segregation was practically impos- 
sible. The chairman remarked that before the Com- 
mission concluded its deliberations the excess profits 
tax proposals.would have taken a more concrete form 
land, by the time the Commission’s report appeared, 
would be part of the existing tax structure. Asked 
about a possible capital gains tax, Mr Chambers 
objected that capital gains were largely a sign of 
inflation and were not true gains, while the admini- 
stration of such a tax had proved unsatisfactory in 
America. It would produce a lot of money but there 
would be complementary income-tax concessions. 

The Rhys-Williams scheme to amalgamate personal 

owances and social insurance was unsound for two 

easons. Family allowances were intended to relieve 
eople according to their domestic needs, income-tax 
personal allowances to differentiate the total tax 
burden by reference to personal circumstances; that 
ifferentiation should grow as the total tax grew, and 
t was a mistake to mix it with the State’s assistance 
to-maintain a person’s children. 

Asked whether high taxes were detrimental to 
productivity, witness said they were detrimental over 
a long period - which was the case in this country. 
Profits tax on distributions was not an equitable way of 
inducing the ploughing back of profits, since it could 
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not be deducted from dividends. The inflationary 
element which now existed ‘in all profits should be cut 
out for ordinary ‘accounting purposes, as well as 
taxation, then dividends would automatically fall. 
Simpler still would be a curbing of the inflation itself 
so that profits were not artificially inflated. In any 
case, one must find the real profit before taxing it, 
one must deduct the real cost of maintaining the fixed 
capital while earning the profit and to do that meant 
taking into account the fall in the value of money. 
In countries like Germany where there had been 
violent inflation, that had been axiomatic; the principle 
was the same here although the fall in money value 
was not so marked. It might be impracticable to apply 
the principle to all transactions and all individuals, 
but it could and should be applied to simple blocks of 
assets like the fixed plant and the stocks used in 
industry, for industry was at the base of all our 
prosperity and must not be so taxed that its productive 
capacity was run down. The position was serious, there 
were hardly more physical productive assets than 
immediately before the war. 


Taxation and Economics 


Mr Chambers was told that to exempt all non- 
remitted foreign profits would cost about £100 million, 
or about 8d in the £ on the income-tax. Never- 
theless he thought it ought to be done to improve 
our competitive position abroad and as a matter of 
equity to the countries in which the profits were 
earned. In reply to Mr Crick, a member of the Com- 
mission, he said that using taxation as an intrument of 
economic policy was thoroughly: unsound and had led 
to confusion in tax laws. Thus the Millard Tucker 
recommendation to increase initial allowances for 
those industries which were more important, was 
unsound. This did not mean that he was against 
earned inccme relief or against the relieving from 
tax of unre=nitted foreign profits, although the latter 
relief must admittedly rest on economic grounds. 
The initial allowance was unsound although the 
manner of its removal was unfortunate; the allowance 
distorted the profit and was too concentrated. Distribu- 
tion charges on preference and ordinary dividends were 
inducing an artificial alteration in the capital structure 
of companies; driving them to raise money by deben- 
tures and loans which was an unhealthy trend. 


Mr Carrington’s Questions 


Mr W. S. Carrington, F.c.a., a member of the Com- 
mission, said he understood there wasmore horse-power 
per worker in industry today than ever before; was it 
true that nevertheless the amount of fixed capital per 
worker hac declined since 1938? Witness said this 
point would be looked into. He would also look into 
the question of how much of the pre-war plant still 
in use had ‘in fact already been written off for tax 
purposes. After witness had agreed that the main 
trouble was inflation, Mr Carrington pointed out 
that the net profits tax yield was less than the con- 
templated budget surplus. From the inflation standpoint, 
would it be better to abolish the surplus by abolishing 
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profits tax? Witness replied that the Federation’s aim 
was to make taxes more equitable and as a long-term 
matter would abolish profits tax, but the immediate 
need was to counter inflation itself. 


Stock Valuation 


Mr Carrington asked whether, if the base stock method 
of stock valuation had been consistently used, inflation 
would have produced the same tax difficulties for 
industry. Mr Chambers agreed that it would not. 
Asked was there a legal bar to such a method for tax 
purposes, witness agreed there was no specific prohibi- 
tion in the Acts so that the case against it was weak 
and the taxpayer should have been given the benefit 
of the doubt. Mr Carrington said he did not think 
there was any accountancy principle which said the 
base stock method was wrong; some had adopted it for 
a long time, if not for tax purposes. Mr Chambers was 
not aware of any case in which the Inland Revenue’s 
objection to the basis had been challenged; he agreed 
that if the basis could be shown to be good com- 
mercial practice no specific legislation would be 
required to make it permissible for tax purposes. He 
would look into it. Mr Millard Tucker revealed that a 
company had succeeded before the Special Commis- 
sioners in maintaining the application of the base 
stock method, having submitted professional account- 
ancy evidence. He understood that the case was being 
taken further. 


Depreciation of Fixed Assets 


Dealing with the question of the adequacy of the 
allowances for the depreciation of fixed assets, Mr 
Carrington said: Was not the problem, when stripped 
of the wool which surrounded it, simply this: 
‘Shall the taxpayer be allowed relief on the build-up of 
reserves required for eventual plant replacement, or 
when he actually spends the money, or over the period 
of use of the asset thus bought?? Mr Chambers said 
that if the cost of replecement was allowed when 
incurred, inflation difficulties would not arise, but that 
was reasonable only where replacement was con- 
tinuous year by year. For a business which replaced 
every ten or twenty years, such an allowance produced 
an overstatement of profit in the earlier years. Mr 
Carrington pointed out that such companies would 
build up reserves in those earlier years, there was 
nothing novel about that, indeed it was an older method 
than writing off existing plant. The Federation, how- 
ever, appeared to regard this build-up. for eventual 
replacement as merely a writing-off of existing plant so 
that the taxpayer would have the allowance even if he 
did not in fact replace. Mr Chambers agreed, saying 
it was right to deduct from receipts the using-up of 
existing capital, expressed at its present and not its 
historical cost. He did not know how much that would 
cost the Exchequer. 


Mr Millard Tucker’s Questions 


Mr Millard Tucker said that much of the discussion 
that day related to matters which would be the subject 
of further memoranda by the Federation of British 
Industries and the Association of British Chambers of 
Commerce. As to incentive, could a witness be pro- 
duced who could say for himself that P.A.Y.E. dis- 
suaded him from working overtime and encouraged 
him to take days off. Mr Chambers said that although 
P.A.Y.E. might frequently be given as a reason, often 
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it was only a secondary or even tertiary reason for not 
working overtime. The real difficulty lav in the jumps 
in rate on marginal earnings. Applying all the compli- 
cated income-tax principles (which might be quite 
right in the case or large incomes) to the modest! 
incomes of workmen was a tremendous waste of man- 
power and effort. The small taxpayer did not under- 
stand these complicated adjustments. It would be 
better to have a fixed rate and to reduce regressive 
taxes such as those on tobacco which bore very hardly 
on people with small incomes. He was going into a" 
possible method of introducing the current year basis 
of assessment which would not cause too much admini- 
strative difficulty, and would bear in mind the large 
number of individuals and partnerships which would 
be affected. On the taxation of foreign profit; Mr 
Millard Tucker said he did not agree that economic 
consequences should be ignored in the tax structure. 


Association of British Chambers of Commerce 


Mr F. Bower, for the Association of British Chambers 
of Commerce, then gave evidence. He said the Asso- 
ciation’s written evicence had in mind three main’ 
considerations: productivity, the preservation of 
businesses as such from tax exactions which were 
aimed at their owners, and an equitable sharing of the 
tax burden between income from profits and income 
from other sources. They were not interested in tk 
linking of social security with income-tax; on fiscal 
grounds there was no argument for it. They did not 
favour the reintroduction of excess profits tax, even 
profits tax was better than that. A capital gains ta 
would have so many loop-holes and cause so many’ 
inequities that it would not be worth imposing. The 
chairman said the Commission was particulari 
interested in these two possible taxes because its term: 
of reference required it to make up out of taxes o 
income any reduction in the yield from existing taxe: 
which its eventual recommendations might involv 
Mr Bower considered that income taxes were passe 
on to the consumer. He thought the relief in respe 
of inflation for stock and fixed assets might cost som 
thing like 2s 6d in the £ on the income-tax, a thought 
which the chairman found rather terrifying. He ex 
pressed the claim in this way: A business was not 
taxed on its receipts but on the balance of its profits 
and gains. Receipts were expressed in today’s £s, 
whereas some of the expenses were expressed in 
yesterday’s £s. If the £ had fallen, those debit items 
should be revalued in today’s £s to produce the true 
taxable profit. No counter adjustment should be made 
for the increase in the total value of the business., 
However, in arriving at balancing charges, the ceiling’ 
of original cost might be removed. 


National Union of Manufacturers 


Mr W. R. Clemens, for the National Union of Manu 
facturers, said he had little to add to the Union’ 
memorandum. He did not favour excess profits tax, 
and Sir Leonard Browett, who also gave evidence 
agreed and added that he did not like the idea of 
capital gains tax at all. Asked by Mr Crick if he agree 
that the profits tax fell on undistributed profit, Sir 
Leonard pointed out that there was nowhere else it 
could fall. The chairman said the Commission might 
be able to make recommendations which, though 
impracticable now, could be adopted when the 
economic position of the country improved. 
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5 SOUTH EASTERN 
“~ SOCIETY OF CHARTERED ACCOUNTANTS 
TWELFTH ANNUAL DINNER 


The South Eastern Society of Chartered Accountants 
held their twelfth annval dinner at the Hotel Metropole, 
Brighton, on Friday, November 2nd, 1951. Mr Arthur 
folly, J.P., F.c.A., President of the Society, presided 
over a company of more than 280 members and guests, 
who were received by him and by Mr C. W. Boyce, 

CBR. F.C.A., President of The Institute of Chartered 

ccquntants in England and Wales. 

Among the guests were Alderman Eric Simms, J.P., 
Mayor of Brighton; The Rt Rev Bishop H. Crotty, 
M.A., D.D., Vicar and Rural Dean of Hove; Mr C. 
Ernest Link, c.c., Chief Commoner of the Corporation 
of London; Mr T, H. Tosh, H.M. Inspector of Taxes; 
and 
Messrs F. V. Arnold, F.S.A.A. (President, Incorporated 
Accountants’ District Society of Sussex); D. De La Rue 
(Southampton Students’ Society); G. D. F. Dillon, B.A., 
F.C.A. (Chairman, London and District Society of Chartered 
Accountants); H. G. Downer, M.B., CH.B., D.L.O. (President, 
?~ighton and Sussex Medico-Chirurgical Society); T. Fleming 

“Mich, F.c.a. (President, Leicestershire and Northampton 

Society of Chartered Accountants). 

Messrs A. H. French, Sat, (Chairman, Royal Institute 
of Chartered Surveyors, Sussex Branch); W. B. Gowers, 
F.c.A. (President, Sheffield and District Society of Chartered 
Accountants); D. J. Hadley, F.c.a. (President, Birmingham 
and District Society of Chartered Accountants); A. F. Kent, 
F.C.A. (President, East Anglian Society of Chartered Account- 
ants); R. Lee (President, Institute of Bankers, Brighton 
Centre). 

- Messrs M. F. Litchfield (Sussex Students’ Society, 
Brighton Branch); A. W. McCully (President, Sussex Law 
Society), A. S. Maclver, M.C., B.A. (Secretary, The Institute 
of Chartered Accountants in England and Wales), W. Mercer, 
L.D.S., R.C.S.E. (Chairman, Brighton and District Section, 

ritish Dental Association); J. Colin Montgomery Williams, 
F.C.A. (President, South Wales and Monmouthshire Society of 
Chartered Accountants). 
` Messrs M. F. Pickett (Sussex Students’ Society, Hastings 

Branch); E. C. Sherwood (Official Receiver); F. R. Steele, 

F.SI, M.T.P.1, (Chairman, South Eastern Society of Archi- 

tects); H. D. S. Stiles, r.r.t.c.s. (President, Brighton and 

Hove Auctioneers’ Association and Chairman, Sussex Branch 

of the Chartered Auctioneers and Estate Agents Institute); 

N. W. Watkins, F.a.c.c.a. (Vice-president, South Eastern 

District Society of thë Association of Certified and Corporate 

Accountants). 






Serious Inflation 

Replying to a toast to ‘The Institute of Chartered 
Accountants in England and Wales’, proposed by 
Mr C. Ernest Link, c.c., Chief Commoner of the 
Corporation of London, ‘Mr C. W. Boyce, C.B.E., 
F.C.A., President of the Institute, said in the course of 
his speech: 

Well, ladies and gentlemen, the general election is over 


and we are tc have a change of government. I cannot say 
that I envy the new Administration and particularly the 
Chancellor of the Exchequer in the task which lies before 
them. Perhaps the late Chancellor is inwardly not sorry 
that someone other than himself will have the unenviable 
task of solving the country’s financial and economic 


problems. 


None of us, he continued, can view the.present period of 
serious inflation with equanimity. I kad something to say 
on this topic at Torquay, and I wish I could prescribe the 
cure. A reversal of the present tendency can only be 
brought about by increasing the rate of production, and 
this can only be obtained by more austerity on the part of 
all of us. To combat inflation, increased production must 
be the essential consideration to any increase in wages, 
otherwise we are going to perpetuate the vicious circle of 
too much meney chasing too few goods. 

Of one thing I am personally convinced, that nationaliza- 
tion of industry is not the answer to the problem. The 
greatness of this old country of ours was built up by the 
private enterprise of our predecessors and by the initiative 
and efficiency of the proprietors of hundreds of businesses - 
of modest dimensions and, in my view, it is regrettable 
that, through circumstances over which the proprietors of 
those businesses have no control, particularly estate duty, 
many of them have found it necessary to sell out to, or 
amalgamate with, large public companies carrying on the 
same trade. But, whether carried on in large or small units, 
I believe that private enterprise, if left unharassed, can and 
will surmount the difficulties which beset this moraer 
{Applause.) 


Something to Hold on to : 


The toast of ‘Our Guests’ was proposed by Mr P. D. 
Irons, B.COM., A.C.A., F.C.W.A., and acknowledged by 
Mr T. H. Tosh, H.M. Inspector of Taxes. 

The Rt Rev Bishop H. Crotty, M.A., D.D., proposing 
the toast o? “The South Eastern Society of Chartered 
Accountants’, paid a high tribute to Mr Jolly and to 
the profession, during which he said: 

Mr President, the accountancy of the human spirit is 
the only type I know about. What the average man wants 
today — what he will always want — is something to work 


.for, something to look forward to, something to believe in, 


something he can be proud of: and if somehow or other, 
by some means, we can get that kind of belief back into our 
common life, then it does seem to me that the average man 
will indeed have something to hold on to. (Hear, hear.) 

In the course of -his reply, Mr Jolly welcomed 
members of other district societies, expressing the 
pleasure that they all felt at being members of a great 
profession and he paid a tribute to the éxcellent 
work done by the Secretary of the Society, Mr A. G. J. 
Horton-Stephens, A.C.A. ` 

Entertainment was provided by Miss Sylvia Welling, 
with Mr Edward Clifford at the piano. . 
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NOTES AND NOTICES 


Personal 


As from October ist, 1951, Messrs HaroLD Moors, 
Roxsert Hupson TAYLOR, WALTER FOWLER WHITING, 
Francis GEORGE ARTHUR COOPER and ALAN BERTRAM 
SANDAL have by previous arrangement retired from 
the firm of PALMER, Moore & WHITING, Accountants 
and Auditors, of Oakham, in the County of Rutland. 
The practice is being continued by the remaining 
partner, Mr Denis PAUL GIUSEPPI, A.C.A., under the 
style or firm name of PALMER, Giuseppr & Co, 
Chartered Accountants, at the same address as 
hitherto. 

Messrs ForrRESTER, Boyp & Co, Chartered 
Accountants, of 26 South St Mary’s Gate, Grimsby, 
and of Louth, Scunthorpe and Brigg, announce with 
regret the retirement from the partnership of Mr 
Harry Berry, F.C.A., on the grounds of ill health, as 
from September 30th, 1951. The practice will be 
continued under the same name-and at the same 
premises by the remaining partners. 
> Messrs Gro. E. Crone & Co, Accountants and 
Auditors, of Whitley Bay and Rothbury, announce 
that the senior partner, Mr Gro. E. CRONE, A.A.C.C.A., 
died on Sunday, October 28th, after a long illness, 
The practice will be carried on by the remaining 
partner, Mr F. W. SIMPSON, A.A... 
= Messrs ARTHUR, E. Green & Co, Incorporated 
Accountants, of 30 Finsbury Square, London, ECa, 
announce that as and from October 2gth, 1951, they 
have admitted into partnership Messrs E. M. Lomax, 
F.S.A.A., W. M. Lomax, Saaa, and G. W. Pick- 


WORTH, F.S.A.A., A.C.I.S. The name of the firm and . 


the address remain unchanged. 

Messrs A. J. PauL & Co, Incorporated Account- 
ants, announce that as from November 8th, 1951, 
their practice will be carried on at 1 Green Lane, 
Redruth. The telephone will remain Redruth 185. 


“The Chartered Accountant Students’ 
Society of London 


Mr Basil’ Smallpeice, B.COM., F.C.A., Financial 
Comptroller, British Overseas Airways Corporation, 
will give a lecture on “The accountant in industry’, 
on Monday next, November 12th, at 5.30 p.m., with 
Sir Harold Barton, F.c.a., Vice-president of the 
Society, in the chair. Owing to the work of redecora- 
tion of the Institute’s Oak Hall, the meeting will be 
held in Winchester House, corner of London Wall 
and Old Broad Street, EC2. 






MOTOR — FIRE —— CONSEQUENTIAL LOSS 


MOTOR UNION 


10 ST JAMES’S STREET, LONDON, SW1 


London and District Society of 
Chartered Accountants 
A lecture on ‘A prospectus: from the point of view 
of the Stock Exchange’, will be given by Mr F. R. 
Althaus, a vice-chairman of the Quotation Com- 
mittee, London Stock Exchange, at 6 p.m., on Tues- 
day next, November 13th, at the Hall of the Chartered 
Insurance Institute, Aldermanbury, London, EC2. 


Approved Auditors: Friendly Societies— 
The Registrar of Friendly Societies has issued a 
further supplementary list of ninety-six names of 
approved auditors who have been appointed sincé 
the revised list of January ist last. The names of 
nineteen whose appointments have been discontinued 
are also given. The last supplementary list was issued 
in June. 


SEVENTY-FIVE YEARS AGO 

From Ghe Accountant or NOVEMBER 11TH, 1876 

To the Editor of ‘The Accountant’ > 
Average Statistics 

Sir, — The heading of these letters will serve to show 

always the true point at issue. 

I cannot help ‘W. A.’s’ regret. I meant to cause him 
regret; and all who like him — if there be any — mix 
up the correctness of the figures taken by the Society 
of Accountants from the Comptroller’s returns with 
the other question of the inferences to be drawn from 
those figures; and the further dreadfully complicated, 
question as to what conceptions are to be woven i 
with the Comptroller’s returns, and under what an 
whose conceptions we are to read them. 

It does not at all matter as to whether I am or not 
‘very badly informed, or unable to appreciate what, 
is fair and reasonable’. Who cares for my mental 
condition? But it does matter as to whether the 
figures given by the Society of Accountants are 
correct or not, and during all this correspondence 
‘W. A? has not ventured to point out an error in 
those calculations. Surely ‘W. A.’ can prove their 
incorrectness or admit their correctness. I submit 
that in common candour he should now do one or 
the other; we could then proceed to discuss the next 
question and the next. But until the correctness of 
the Society’s figures is settled, the discussion of any | 
inferences from them is perfectly futile. 

Yours, etc, 
T. Y. 
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RETURN TO ORTHODOXY? 


OR a long time now, the so-called orthodox fiscal weapons 
He: controlling the economic situation have been out of 

fashion and physical controls have taken their place. The 
operation of the full gold standard combined with a careful use 
of the bank rate and a judicious ‘open market’ policy were the 
approved methods of dealing with inflationary pressure or the 
unused resources caused by deflation up to 1931. In essence, these 
methods depend entirely on a pricing system operating in a free 
market. Both rates of exchange and rates of interest are thereby 
determined by demand and supply. In the case of the latter rates, 
the supply of credit was determined largely by the Governor of 
the Bank of England acting with the agreement of the Treasury. 
Of recent years, there has been a tendency to treat the demand- 
supply-price mechanism with some degree of suspicion. Moreover, 
the National Debt, both funded and unfunded, is far larger than 
it was twenty years ago and the Government has to a certain 
extent a vested interest in a low bank rate. And, in any case, the 
gold standard is only a memory and so the semi-automatic checks 
to inflationary pressure are no longer possible. 

Even before the dissolution of Parliament, the CHANCELLOR OF 
THE EXCHEQUER had given hints of further restrictions in credit. 
The manifesto pùt forward by the Conservative Party contained 
these words: 

‘The currency has been inflated. If first needs are to be met first; 
wants which are not necessities must be limited. Borrowing can be 
restricted in a variety of ways including changes in the rate of interest.’ 

Prompt action on these lines has been taken by the raising of the 
bank rate and its partial reinstatement as an instrument of fiscal 
policy. The modus operandi of these fiscal methods is of con- 
siderable interest, as are also the arguments put forward in favour 
of fiscal weapons as opposed tc the other kind, i.e. physical ones. 

In the main, the classical method of influencing the economic 
atmosphere was by the use of two instruments. The first was by 
regulation, on the part of the central bank, of the amount of credit 
in existence. The second was the control of the rate of interest 
charged on bank credit of all kinds. This control was exercised by 
variations in the bank rate, i.e. the Bank of England’s rediscount 
rate. Nowadays the commercial banks maintain cash reserves 
equal to one-twelfth of their deposits; the rule used to be one- 
tenth. By altering, as conditions were considered to require, the 
quantity of cash on which banks founded their credit operations, 
the Bank of England could (and still can) control the amount of 
these operations. ‘Open market’ transactions, by which the Bank 
controls the cash reserves of commercial banks, are familiar to all 
students of economics. A sale of Government securities by the 
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Bank must necessarily reduce the balances held 
there by the commercial banking system and 
therefore involves some credit restriction; a 
purchase of such securities will increase banking 


balances. Under the old system, the central . 


bank in consort with the ‘Treasury would give 
a.stimulus to credit expansion when business 
-activity showed signs of slackening. Conversely, 
if inflationary pressures appeared to be developing 
it would take steps to contract the volume of 
bank credits. So much for the Bank’s power to 
vary the volume of credit. 

But it could do more than this. The manipula- 
.tion of the bank rate gave the Bank power to 
adjust the price of credit. Traditionally, changes 
in the rate were made primarily to correct or 
“modify the influences of overseas trade and 
foreign exchange mcvements. A rise in the 
bank rate tended to attract foreign money with 
a consequent improvement in the sterling rate of 
‘exchange. It would also act as a deflationary 
measure by discouraging borrowing from banks 
for commercial purpcses. These effects, followed 
because, unlike the conditions now obtaining, all 
other. rates of interest followed closely any 
changes in the bank rate. This principle applied 
equally to rates paid on deposits, to rates charged 
op commercial loans and overdrafts, and those 
‘on sums lent to the money market at call or short 
notice. As the discount market operates mainly 
‘on money borrowed from banks, it follows that 
‘under an integrated system of interest rates, those 
„at which the marke: tendered for Treasury bills 
-and similar securities, were also highly correlated 
“with the bank rate. With its control of credit by 
open market operations and its regulation of all 
other rates of interest through the bank rate, the 
-central bank was in a unique position to set in 
‘motion either an inflationary or deflationary 
. policy. The low rates of interest prevailing in the 
-early ’thirties were a potent factor in the creation 
of a boom in twuilding which heralded the 
economic recovery culminating in the partial 
‘boom of 1937. A low bank rate does not appear 
able to stimulate sufficient capital investment to 
create a state of full employment; it needs to be 
‘supplemented by other government action. It 
“is highly probable, however, that a high bank 
‘rate, if aided by credit restrictions will have a 
¡powerful disinflationary effect. This is the hope 
which has prompted the rise, albeit a modest 
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one, which was announced on November 7th. 

Turning for a moment to a ‘consideration of 
the physical methods of controlling the volume’ 
of credit which have been in favour during the 
last few years, we see that these have mainly 
taken the form of directives to banks on the 
lending policy they should follow, the sifting of 
capital issues, and general budgetary methods. It 
is argued by the supporters of these methods, that 
a pricing system might well rule out capital 
projects which are desirable in the national 
interest but whose return on capital i is likel 
be small, and allow profitable projects such as new 
cinemas and greyhound racing tracks to go 
forward. This much has to be accepted. At the 
same.time it is equally clear that these methods 
have failed to restrict credit on the scale demanded 
by current circumstances. Much investment 
which does not call for the use of bank credit. 
can be undertaken with but little let or hindrance 
so long as the general rates of interest are kept- 
low. There has been a rigid-control of building 
operations but no direct control whatever of the 
purchase of plant and machinery- unconnected 
with new buildings. An increase in interest rates 
might well act as a salutary check on some of 
this buying. 

It seems likely that the Government intends | 
to make a determined attack on the present 
inflationary situation, which, indirectly, is one 
of the main causes of the repeated balance _o 
payments crises. To this end the rise in the 
bank rate is to be allowed to work itself out, if not, 
fully, in the old way, at least to a fair degree. 
Rates of interest generally will be allowed to rise, 
and if necessary, the supply of credit will be 
restricted. Prior to Wednesday, November “th, 
the Bank of England was willing to buy unlimited 
quantities of Treasury bills when the discount 
market was short of cash at the very low rate of 
4 per cent. This situation no longer obtains. 
Some criticism has been voiced to the effect that 
the rise in the bank rate should have been more 
pronounced. The important thing, however, is 
that fiscal methods are agdin to the fore and the 
mere threat of further measures may well be a 
sufficient deterrent. It is true that the cost = 
the Treasury of financing the floating portion of 
the National Debt will rise but this may be only 
a minor disadvantage in comparison with the 
benefits which should accrue. 
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CAPITAL PROFITS 


by SIDNEY I. SIMON, Barrister-at-Law 


company makes a profit which is not 
subject to income-tax. An example might 
be the sale of its business premises at a price 
greater than the original cost with a pleasant 
absence of any suggestion from the Revenue 
that in selling the property the company was 
engaged in an adventure in the nature of a trade. 
In this article it is proposed to consider the 
position of both the company and the share- 
holder if the company wishes to pass on the 
capital profit to its members. 


Co may arise in which a 


Deduction of Tax 


The first question which arises is whether the 
company may deduct tax from any dividend 
declarėd out of a capital profit. General Rule 20 
‘of the Income Tax Act, 1918, reads: 

“The profits or gains to be charged on any body 
of persons shall be computed in accordance. with 
the provisions of-this Act on the full amount of 
the same before any dividend thereof is made in 
respect of any share, right or title thereto, and the 
body of persons paying such dividend shall be 
entitled to deduct the tax appropriate thereto.’ 
Section 7 (1), Finance Act, 1931, provides that 

General Rule 20 is to be construed as authorizing 
the deduction of tax from.the full amount of a 
ividend paid out of: 
(i) profits and gains which have been charged 
N with tax; or 

(ii) profits and gains which would have gone 
„into the income-tax computation, if the 
computation had been made by reference 
to the ‘actual’ profits instead of the profits 

of the preceding or other year. 


It is to be noted that the company is neither 
entitled nor authorized to deduct tax from a divi- 
dend which is not made out of ‘profits and 
gains’. If, then, the company distributes a capital 
profit to the shareholders in the form of dividends, 
it is not entitled to deduct tax from such dividends, 
since the distribution is not made out of profits 
and gains charged or chargeable with tax. 

In Neumann v. C.I.R. ([1934] 18 T.C. 332; 

3 A.T.C. 1), Lord Tomlin said: 
‘It is not disputed that if a dividend is paid out of 
\ the profits produced by the sale of a capital asset, 
it is not made out of profits or gains charged on 
the company and, therefore, no deduction from 
the dividend is authorized. . . .” 





Income-tax and Sur-tax f 

It is now necessary to consider the position of a 
shareholder who receives a dividend in full paid 
by the company out of a capital profit. It is well 
settled that such a dividend attracts no liability, 
either to income-tax or to sur-tax, in the share- 
holder’s hands. In Gimson v. C.I.R. ([1930] 
15 T.C. 595; 9 A.T:C. 170) a dividend was paid 
out of a fund which consisted partly of a capital 
profit and partly of accumulated income which; 
under the law as it then stood, had escaped 
assessment to income-tax in the company’s 
hands. (This case was before the Finance Act, 
1931.) It was not disputed by the Crown that 
that part of the dividend which was paid out of 
capital profits was not to be included in the 
recipient’s total income for the purposes of 
sur-tax. 
Further, in Neumann v. C.LR., after pointing 
out that tax should not be deducted by a com- 
pany’ from a dividend paid out of a capital 
profit (quoted supra), Lord Tomlin continued: . 
_ ‘and the dividend itself is not liable to be taken’ 

into account in fixing the liability to sur-tax of the 

shareholder’. 

` Profits Tax 
Even though the dividend is not chargeable to 
income-tax or to sur-tax upon the shareholder, 
nor may the company deduct tax on payment of 
the dividend, yet since the Finance Act, 1947, 
the profits tax liability of the company is affected. 
Section 36 (1) of that Act provides that there 
shall be deemed to be a distribution wherever: 

(a) any amount is. distributed directly op 

indirectly by way of dividend or cash bonus 
_ to any person; or 

(b) assets are distributed in kind to any person; 

or 

(e where the trade or business is carried om 

by a body corporate the directors whereof 
have a „controlling interest therein, an 
amount is applied, whether by remunera- 
tion, loans or otherwise, for the benefit of 
any person. 

A distribution of a capital profit would appear 
to be caught by Section 36 (1). Even though the 
capital profit would not of itself be liable to 
income-tax, sur-tax or profits tax, it seems that 
Section 36 (1) is drawn sufficiently widely to 
require the inclusion of such a distributed profit 
in gross relevant distributions to proprietors. 
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This view is confirmed by a decision of Mr 
Justice Harman on July 13th, 1951, in Lamson 
Paragon Supply Co Lid v. C.I.R. (30 A.T.C. 246). 


_ The Lamson Paragon Case 
At a general meeting on March oh, 1947) 
the company resolved to pay a special dividend 
or bonus payable owt of its capital reserves in 
addition to the fina’ ordinary dividend for the 
year ended January 31st, 1947. The resolution 
provided that the special dividend should be 
satisfied by a distribution of shares in another 
company, but the rzsolution did not expressly 
state any period to which this distribution was to 
be related. The question, inter alia, for the 
Special Commissioners was whether the distribu- 
tion was for the yearto January 31st, 1947, or for 
the year to January st, 1948, and they decided 
in favour of the lacter period. The company 
expressed dissatisfaction and demanded a case. 
In the High Court the company argued a 
further point which had not been taken before 
the Commissioners. This was that, since the 
profits from which tie special dividend was paid 
were not assessable to income-tax, the special 
dividend was not a relevant distribution for 
profits tax purposes. This point failed, and the 
following extracts xom the judgment of Mr 

Justice Harman make clear the reasons: i 

‘Now before the appeal came on here, but after 
the case was stated, tne taxpayers gave notice that 
they intended to raise a further and, I think, a 
fundamental point and that was this: that a 
dividend or a distribution of profits not assessable 
to income-tax is rot a distribution relevant for 
profits tax. In other words, say they, you only 

. take into account, :n charging profits tax, income 
which in its nature is assessable to that tax. 

_ “That point has bean argued before me and the 
upshot if it succezded would be this, that the 
distribution, so to call it, in question was not a 
relevant distributioa for the purposes of the Act.’ 


Distributions 
The judge then referred to Section 30, Finance 
Act, 1947, and the system of non-distribution 
relief in subsection (2), and the distribution charge 
in subsection (3), ard continued: 


to the other profits tax, profits tax at (then) 7} per 
cent. And, says (Counsel) what is. being taxed 
there is the excess over the current profits of the - 
distributed amount; in other words the profits 
from former years are being taxed. But if, says he, 
those profits are profits which never could be 
brought into charge to income-tax or to profits tax 
in the first place, they cannot be the subject-matter 
of the additional tax either, and therefore the 
distribution which represents those cannot be 
relevant. a 

“The answer of the Crown is this, that, in effect 
and in fact, these are not two taxes at all, but sub- 
section (3) of Section 30 merely withdraws,/in 
certain cases, the relief given in subsection (2) of 
the same section. It is not really an additional. tax 
at all, it is merely saving that if, after having had 
relief for non-distribution, you over-distribute (so 
to speak) in the subsequent year, you shall lose the 
benefit of your relief. If there has been no relief 
the subsection does not come into operation at all, 
and the company does not pay the so-called 
additional tax. . 

‘Now in my judgment the Crown’s view of the , 
matter is the right one. It seems that what you are- 
taxing for profits tax is the Schedule D tax for the 
year and no other sum; but when you wish, under 
this complicated system, to find out whether you 


are going to tax it at the higher or at the lower 


rate, then you look not at the profit but at the 
distribution, which is quite a different thing. 
Indeed, it is practically never to be found that a 
company distributes exactly what its profits are; 
it may be distributing more, and it usually dis- 
tributes much less. I think the Crown is right in 
saying that although this is expressed as being an 
additional tax it is not truly that at all. It is merely, 
a withdrawal of a privilege obtained in a year 
when the company was modest in its distribution. 
If that be so really, the first point taken by the’ 
taxpayer, which was not discussed before the 
Commissioners, seems to rest on a fallacy, or 
rather to rest on a stress which subsection (3) of 
Section 30 will not bear, because you cannot really 
get out of that subsection an additional tax on 
this excess distribution. The tax does not arise 
at all, except as a withdrawal of a relief already 
given. In my opinion, therefore, this £125,000 is a 
relevant distribution for the purposes of the Act.’ 


Conclusion 


If a capital profit is distributed by a company 


‘Now that is, I taink, a very tautologous way of to its members, the position may be summarized | 


saying that if in an7 year you distribute more than 
your current profit-you will lose any right to relief 
you had obtained n a previous year, and that is 
all that the provisc to subsection 3 does; but it is 
expressed as if it were an additional tax, and that is 
really the point made by the appellants. What they 
say is this: if you ok at the words of subsection 
(3) you find that thzre shall be charged, in addition 


thus: 


(i) The company has no authority to deduc 
tax from the dividend. aot. fi 

(ii) The recipient of the dividend is not liable 
.to income-tax or sur-tax upon it. i 

(iii) The distribution is a relevant distribution, 

for profits tax purposes. 
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AN ACCOUNTANT’S WORKING PAPERS -II 


by S. M. DUNCAN, F.G.A. 


Lists of missing vouchers 
HE development of modern techniques in audit- 
ing has resulted in increasing stress being laid on 
a critical examination of the systems of internal 
check in operation. The auditor’s examination of trans- 
actions in detail tends more and more to be limited to 
test examinations of selected items, to substantiate 
that the system of internal check said to be in opera- 
‘tion. is in fact being operated satisfactorily. As all 
items in the books are not checked it becomes 
increasingly important to detect any irregularity i in 
the items selected for examination. 

Where vouchers were missing in support of items 
selected for examination the papers should contain 
lists of these showing the manner in which any of the 
entries were subsequently substantiated. The lists of 
these vouchers should appear early in the schedules, 
so that the principal’s attention is directed to them. 


Details of work done 
“Bhese particulars may take the form of a statement 
under the heading of each of the company’s books or 
records, of the work done thereon by the auditor or 
his staff, the persons carrying out the work initialing 
those items for which they are responsible. 

To some extent this list will be a duplication of 
information given in the schedules supporting the 
accounts regarding work done to substantiate figures 
appearing in them. It is, however, desirable that the 

‘list of work done should be complete and that the 

schedules supporting items in the accounts should 

indicate the work done in relation to each item in its 
propriate context. 

In some cases a programme of work may be laid 
„down to be followed year by year, sometimes with 
‘variations. This programme would be initialed by 
the person doing the work and would render unneces- 
sary the compiling of a list of work done. In such a 
case it may be convenient to include the audit pro- 
gramme as part of the ‘permanent’ file. 

It is outside the scope of this paper to enter into a 
discussion of the relative merits of various methods 
of compiling audit programmes. However, where a 
programme of work has been laid down for the audit 
clerks to follow, any departure therefrom should be 
indicated in the final notes referred to above and so 
be brought to the attention of the person reviewing 
the papers. 


Extracts from minutes 

The working papers usually include brief extracts 
rom resolutions of the board of directors and of the 
members, affecting the accounts of the company. In 
The second and concluding part of a paper delivered on 
September rath, 1951, at the summer course of The Insti- 
tute of Chartered Accountants, in England and Wales, held 
at Christ Church, Oxford. The first part of the paper, to- 
gether with the appendix, appeared in our last issue. 


general, details of discussions of the board are not 
recorded in the working papers. 

I prefer the. extracts from minutes to be filedZas__ 
part of the current year’s working papers, . any 
resolutions to which reference is required from year 
to year also being recorded in their appropriate place 
in the ‘permanent’ file. Some accountants consider. 
that all extracts from minutes should be placed in the 
‘permanent’ file but in my view this results in the 
‘permanent’ file becoming overloaded with material 
to which recurrent references will not be required. 


List of balances in the books 

In practice, where numerous adjustments to .the 
balances in the course of the audit arise, it will be 
found helpful to arrange the list of balances in 
columnar form somewhat as follows: 






Final balances .,. 





Balance `? 
sheet.. :, 








Each adjustment to the original balances is given 
a reference number, and journal entries are filed 
behind the list of balances describing the adjustments. 
The balances after adjustment are then extended to- 
the profit and loss or balance sheet columns according, 
to their nature. 

I do not intend to imply that, where control 
accounts exist, detailed lists of individual balances on 
sales and purchase ledgers should necessarily and 
invariably be filed as part of the lists of balances. The 
purpose of preparing a list of balances is to ensure 
that the accounts are in accordance with the books. 
The balances on the control accounts, if properly 
supported by indiviudal balances in the-ledgers, are 
normally sufficient for this purpose. 

The balances should be referenced to the accounts 
to ensure that the accounts are in accordance with the 
books. This may be done by entering against each 
balance appearing in the columns headed ‘Final 
Balances’ the schedule number or other reference 
indicating where the balance appears in the accounts 
or working papers. Where the balances appear in 
the schedules as one of several making up an item 
in the accounts they may be traced through the 
schedules to the balance sheet or profit and loss 
account. Other balances will be referenced direct to 
the accounts, those appearing in the balance sheet 


414, 


being referenced in the appropriate column B/S’ 
and those in the profit and loss account ‘P. & L. (or 
other suitable symbols may be used). 

The items in the schedules or, in cases where they 
are not dealt with in schedules, the items in the profit 
and loss account or balance sheet will each be marked 
with the reference ‘T/B’ indicating “Trial Balance’ or 
will be ticked in a manner which will be identified in 
the working papers as indicating that the item has 
been checked with the trial balance. 

The method of referencing described above may 
seem elementary but, in cases where there are 
numerous adjustments, its application will facilitate 
the process of ensuring that the appropriate entries 
are made in the clieni’s books, so that the auditor 
may report that the accounts are in agreement with 
` the books of the company. . 


Schedules supporting items in the accounts 

The schedules supporting items in- the accounts 
should be drawn up so that they clearly indicate (i) 
the composition of the figures in the accounts, (ii) the 
accounting principles used in their computation and 
whether these are consistent with those previously 
adopted, (iii) the work done by the accountant to 
substantiate the figures, and (iv) the extent to which 
the figures seem open to question, either due to errors 
in their computation or due to the principles employed 
not being acceptable to the accountant. 

Generally speaking, one or more schedules are 
required to support each item in the balance sheet 
and certain items in the profit and loss account. The 
schedules will be arranged in the. order in which the 
items dealt with appear in the balance sheet and profit 
and loss account as explained under the next heading, 
‘Referencing the papers’. Later I will discuss some of 
the factors which may have to be dealt with in 
schedules relating to certain items frequently appear- 
ing in the accounts of companies. 


Referencing the papers 

It will be found convenient to insert against the 
appropriate items in the draft accounts the schedule 
number or other reference to the working papers in 
which the item is dealt with. In practice various 
systems of referencing are employed. The simplest 
method, which is suitable for the smaller audits, is to 
arrange the main schedules (from which the figures 
are taken direct to the balance sheet or profit and loss 
_ account) in the order in which the items they support 
appear in the accounts, and then to arrange the 
supporting schedules directly behind the appropriate 
main schedules. The schedules of final notes; missing 
vouchers and other schedules preceding the schedules 
to the accounts are then added and the schedules are 
numbered consecutively. 

A method which is suitable for larger audits is to 
allot a letter, or Roman numeral, to each of the main 
schedules; the schedules of final notes and other 
schedules preceding the schedules to the accounts 
also being given a letter or numeral. The schedules 
are then arranged in the same order as for the method 


f 


THE ACCOUNTANT 


November 17th, 1951 


first described, and the supporting schedules are 
referenced with the letter or Roman numeral of the 
schedule they support, followed by consecutive . 
numbers. This enables the referencing of a section of 
the papers to be carried out before all the working 
papers are complete, so long as the main schedule 
and all its supporting schedules for any one item 
appearing on the accounts have been collected 
together. 

Whichever method is used, in addition to referenc- 
ing the accounts to the main schedules, the totals on 
the main schedules should be referenced to the ac- 
counts, e.g. by the symbol ‘B/S’ in the case of items 
appearing in the balance sheet or ‘P. & L.’ in the casé~ 
of items appearing in the profit and loss account; the 
items included in the main schedules should also be 
referenced to the supporting schédules. Similarly, 
supporting schedules should give the reference of the 
main schedule to. which they apply and of any other 
schedules which give information included in them. 

There are many variations of the methods of 
referencing but any system which will enable the 
required information to be found readily will suffice. 

In some cases an index is included at the front of 
the schedules indicating the schedule number or- 
other r2ference on which the main balance sheet and 
profit end loss items are dealt with. 


. Permarent file, 


The ‘permanent’ file is designed to contain informa- 
tion which is likely to be required by those. carrying 
out the audit not only in the following, but in future 
years. In the case of a company, a printed copy of the 
memorandum and articles. of association together 
with any amendments to them will be an important 
item in the file; in the audit of a partnership a copy of 
the partnership deed, if any, will be one of the prin- 
cipal documents. 

Information which is usually included in a per- 
manent file comprises details or copies of agreements ` 
and ccntracts of a continuing nature, details of the 
system of internal control in operation and of officials 
empowered to authorize expenditure or sign cheques. 
Contracts of which details or copies are normally 
recorded in the permanent file include service agree- 
ments with senior executives, and important royalty 
agreements. Where a programme of audit work is laid 
down for the audit statt, it will usually be kept with 
the ‘permanent’ file. 

Particulars of deeds and leases which constitute 
the company’s title to its properties are often kept in 
the permanent file, the schedule of particulars being 
proviced with columns or other means of recording 
the verification of the company’s titles to the pro 
perties on the occasion of a number of audits. These 
particulars may be voluminous and the work o 
transcribing them annually on the current audit 
papers would be appreciable. 

Resolutions of the directors or members of a com- 
pany may call for reference on future occasions and, 
where not already incorporated in the memorandum 
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andarticles of association, details should be kept in 
the \ermanent file. For example, methods of comput- 
ing profits for the purpose of calculating commission 
payable to officials may be fixed by resolutions of the 
directors. It may be necessary to refer to the exact 
terms of such resolutions from year to year and these 
may be noted in the permanent file unless, as is often 
the case, it is found convenient to deal with them in 
the annual working papers. 


Schedules to the Balance Sheet 


As explained above, these schedules may advantage- 
ously be arranged in the order in which the items 
dealt with appear in the balance sheet. Normally a 
schedule for each item in the balance sheet will be 
found to be required, together with such supporting 
schedules as are necessary. 

In preparing schedules supporting items in the 
balance sheet, care should be taken to present the 
information in a clear and concise manner, so that 
lengthy details are relegated to supporting schedules. 
Unnecessary details should not be recorded on the 
schedules. Normally the audit schedules are not 
intended to reproduce all the entries in the client’s 
Hooks in the period examined. 

It may be helpful if I indicate briefly some of the 
considerations which arise in preparing audit 


schedules relating to certain items appearing in the 


accounts of companies. 


Share capital 

The schedule relating to share capital should contain 
particulars of the authorized and issued capital, and 
of any changes since the date of the last accounts. 
Where there is more than one class of share it is usual 
to record on the schedules notes of the rights of the 
wafious classes of capital in regard to dividends, 
winding up and votes, including votes on a poll, 

The schedules should contain particulars of the 
work done to confirm with the share registers of the 
company, the amounts of capital outstanding, either 
at the balance sheet date or at some other convenient 
date, e.g. a date on which a dividend was paid during 
the period under review. ; 

Where there is only a small number of shareholders 
it is often convenient to list the shareholdings at the 
balance sheet date. ` 

It is often desirable for the schedules to contain a 
history of the share capital accounts showing the 
dates on which issues of capital were made, the prices 
at which the shares were issued, and indicating 
whether the issues were for cash or otherwise. In the 
latter case, brief particulars of the consideration are 
noted .Where shares were issued at a premium the 
manner in which the premium has been dealt with is 
indicated. This schedule may be carried forward 
from year to year where no changes have occurred. I 
consider it preferable to file it as part of the current 
audit schedules rather than in the permanent file. 

An example of the schedules relating to share 
capital is shown in the appendix. : 


Reserves 

The schedules normally show movements on all 
reserve accounts since the date of the last accounts, 
capital reserves being distinguished from revenue 
reserves. Reference is usually made in the schedules 
to any provision in the articles of association or 
debenture trust deeds, loan agreements, etc., dealing 
with the availability of capital profits, or specified 
reserves, for distribution by way of dividend. 

It is also generally desirable for the schedules to 
indicate in summary form the sources from which 
reserves have been built up, and any application of 
them. In order to present the story fairly, it may be 
necessary to deal in chronological sequence with 
additions to, and applications of reserves, as this may 
affect the accountant’s opinion of the composition of ` 
the balance of any reserve. 

An example of the way in which schedules relating 
to reserves might be compiled is shown in the appen- 
dix. 

Debentures and fixed loans 

The schedules normally contain details of the balances 
outstanding on the accounts for debentures and fixed 
loans at the balance sheet date and the manner in 
which they have varied during the year. The following 
particulars regarding each of the amounts outstanding 
on Ioan or debentures are also normally desirable: 


(i) Whether unsecured or secured. In the latter 
case, brief particulars of the security. 

(ii) Rate of interest. 

(iii) Terms of repayment. 

(iv) Any other provisions relating to the loans . 
which affect the accounts of the company. ` 

(v) Particulars of work done to verify the amounts 
outstanding on these accounts at the close of 
the accounting period. Certificates from the 
lenders or other confirmations of the amounts 
outstanding are normally filed behind the 
schedule dealing with the liability which they 

_ confirm. 


Trade and other creditors 

The items which make up the amount shown in 
accounts under this heading are often very numerous. 
The extent to which it is necessary to include the 
details in the accountant’s working papers will depend 
on the number of items involved, the state of the 
company’s records, the adequacy of the system of 
internal check and other factors. In many cases 
amounts owing to trade creditors taken from the 
purchase ledger, unpaid invoice régister or similar 
record account for a considerable proportion of the 
total. Where there is a considerable number of these 
balances and adequate control accounts exist, it 
would not normally be considered necessary to file 
complete lists of trade creditor balances in the work- 
ing papers. Details should be given, however, of any 
unusual balances which are included in the total. 
Discretion is required in deciding the extent of the 
detail which should be given in the.schedules. If too 
much detail is given the accountant’s view will E 
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fogged by the masses of figures in the papers and the 
considerable effort expended on their: preparation 
will have been wasted. 

- It will assist the accountant to obtain a clear view 
of the composition of “Trade and other creditors’ if 
the main ‘schedule making up the balance sheet figure 
is drawn up to show separate totals for: 


` Trade creditors, including amounts provided for 


liabilites for which invoices were received too 

-late for entry in the purchase ledger; 
` Other creditors; 

Accruing expenses. 

Comparative figures for the previous year in 

respect of each of these headings are usually given 
and reasons for variations noted, where these are 
material. 
_ The schedules will also describe the work done to 
substantiate the amounts set up for creditors. In the 
case of a manufacturing company or any company 
dealing in merchandise, it is often important to 
ascertain that proper provision has been made for all 
liabilities in connexion with goods taken into stock. 
In these cases it is usual to make specific reference in 
the schedules to the steps taken to substantiate the 
figures from this standpoint. o 

A certificate is often obtained from a responsible 
official of the company to the effect that to the best of 
his knowledge and belief full provision has been made 
in the accounts for all liabilities of the company and 
for any losses or claims which are likely to arise in 
respect of pending legal actions or contingent lia- 
bilities. Certificates of this nature are normally filed 
-as part of the audit working papers and it is often 
convenient to include them in the schedules imme- 
diately preceding the schedule of trade and other 
creditors. 

The appendix contains an example of the manner 
in which the main balance sheet schedule relating to 
trade creditors and accruing expenses might be 
compiled. 


Taxation provisions 

The high rates of taxation on profits and the intricate 
legal provisions governing the ascertainment of the 
liabilities to taxation naturally make the consideration 
of the amounts set up for these liabilities an important 
part of the audit of the accounts of any commercial 
undertaking. In order to present the facts relating to 
the taxation position clearly in the working papers it 
is usually necessary for the schedules relating to 
taxation to show ¢he following information, in addi- 
tion to any other information which may be necessary 
in a particular case: 

(a) The composition of the amounts provided in 
the balance sheet for taxation, distinguishing 
between -income-tax, profits tax and other 
taxation and showing the amounts provided for 
each fiscal period, any payments on account of the 
liabilities and notes as to the extent to which the 
liabilities have been agreed with the Inland 
Revenue authorities. 
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(b) Similar details of the amounts provided at the 
previous balance sheet date and of the move- 
ments which have taken place during the period. 

(c) Notes of any major items in dispute with the 
Inland Revenue authorities and the basis on 
which these have been dealt with in computing 
the provisions in the accounts. 

(d) Details of the composition of the amounts 
charged or credited in the revenue account for 
the period in respect of taxation, distinguishing 
between income-tax, profits tax and foreign 
taxation and.showing the extent to which these 
amounts include adjustments relating to pre- 
vious years. 

(e) Particulars of the adjustments to the profits for 
the purpose of computing the estimated 
amounts required for income-tax, Schedule D, 
and profits tax on the results for the period. 
Fer the purpose of comparison it is helpful to ` 
include in the schedules the computations 

_ based on the previous accounting period. 


The example in the appendix shows the manner in 
which schedules relating to taxation might be com- 
piled to show this information in a concise form. 

The effect of initial allowances on capital expendi=~ 
ture is to grant relief from taxation on the profits for 
the year in which the expenditure is incurred and to 
restrict the wear and tear and other capital allowances 
which otherwise would have been obtained over the 
remainder of the life of the assets concerned. Some 
companies place to a taxation equalization reserve the 
net benefit which has accrued to them to date by 
reason of relief from taxation arising from initial 
allowances. The object of creating such reserves is to 
enable the company to draw on them to relieve 
taxation charges against profits in subsequent years, 
when the effect of the relief now obtained is to redute 
allowances for wear and tear. Where these reserves , 
are not maintained and material amounts are involved, — 
it will be helpful for the working papers to include 
calculations (estimated if necessary) of (i) the net 
benefit received by the company by way of relief from 
taxation arising from initial allowances to the end of 
the previous accounting year, (ii) the benefit obtained 
or estimated to be obtainable on capital expenditure 
for the year, and (iii) the estimated additional liability 
for taxation on the profits of the year which arises 
because of the initial allowances granted previously. 
This information will enable the accountant to decide 
whether, in his opinion, reference should be made in 
the accounts to the effect of initial allowances on the 
taxation charge for the year. 

Another factor to which reference may be required 
in the working papers is the aggregate amount by 
which the liabilities of the company to profits tax 
have been reduced by the granting of non-distribu-~ 
tion relief. This relief operates to reduce the liabilities 
to profits tax in periods when profits are retained. In 
effect the relief is subject to withdrawal to the extent 
that, in future periods, distributions are made in 
excess of the profits for those periods. For the purpose 
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of profits tax, in certain circumstances, distributions 
to shareholders on the liquidation of the company and 
~other returns of capital, may be regarded as distri- 

butions of profits. Non-distribution relief may, 
therefore, be considered to have been granted con- 
ditionally on the permanent retention in the business 
of profits undistributed at the date of the balance 
sheet. The reserves shown in the company’s balance 
sheet may not, therefore, be available intact for 
distribution to the shareholders. 

There is a body of opinion which holds the view 
that, where material amounts are involved, the balance, 

_sheet may be misleading if attention is not drawn to 

this factor. One solution put forward is that there 
should be set aside from the undistributed profits 
amounts equivalent to the additional profits tax 
liabilities which would arise in the event of the dis- 
tribution of profits at present carried forward. 

Against this, it is contended that the profits may 
never be distributed and that the contingency is 
better dealt with, if at all, in a note on the accounts. 

Whichever view is held it seems desirable for the 
working papers to include details of the non-distri- 
_bution relief obtained by the company in the com- 
“putation of its liabilities to profits tax so that the 
accountant may decide on his course of action in the 
light of the facts of the case. 


Contingent liabilities and other commitments 

Where there are commitments for which the com- 
pany is contingently liable it is desirable for a sum- 
mary of these to be given in the working papers, 
including where practicable the amounts of the 
liabilities. 

The schedules should also indicate which of these 
liabilities, if any, are likely to materialize in the 

inion of the company’s officials and the extent of 

‘the provision made therefore in the accounts. 

With this information before him the auditor will 
be in a position to determine whether in his opinion 
the amounts of the contingent liabilities are suffi- 
ciently material to call for reference in the accounts 
and whether adequate provision has been, made 
therefor. 

Reference is not normally made in the accounts of 
companies to commitments of normal amount relating 
to their ordinary trading operations; this is on the 
basis that the commitments are not expected to result 
in any loss to the company concerned. It is usually 
necessary, however, for the auditor to consider 
whether the commitments are normal and whether 
they are likely to result in a loss to the company. In 
these cases the working papers normally contain 
particulars of the inquiries made on the subject and, 
| where practicable, paiticulars of the aggregate 
“amounts of the company’s commitments in this 
respect. These matters are often of considerable 
importance in relation to companies dealing in 
produce, where the financial position may be largely 
dependent on the outcome of forward contracts for 
purchases and sales. É 
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`` The Companies Act, 1948, requires that accounts 
of companies shall contain particulars of the amount 
of commitments for capital expenditure, where 
material amounts are involved. These commitments 


may have a bearing on the financial position of the 


company, as the expenditure involved is not normally 
recouped from the revenues of the company within a 
comparatively short period as in the case of commit- 
ments for purchases of consumable goods. The 
authorization by the board of directors of a project for 
expansion of the company’s activities involving 
capital expenditure is not, however, necessarily a 
commitment by the company to incur such expendi- 
ture. So far as the outside world is concerned, the 
company is normally committed only when orders 
and contracts are placed for the implementation of 
the project authorized by the directors. The schedules 
relating to capital commitments should therefore 
distinguish between expenditure authorized by the 
board of directors and amounts for which the com- 
pany is committed. 


Fixed assets 

Under the provisions of the Companies Act, 1948, it 
is, generally speaking, necessary to show in the 
balance sheet the cost (or valuation adopted for the 
accounts) of the fixed assets in existence at the date 
of the balance sheet and, where appropriate, the 
accumulated provisions for depreciation. The sche- 
dules relating to fixed assets normally show the move- 
ments which have taken place during the year under 
both these headings. In order to enable the principal 
to follow easily what has happened to the fixed asset 
accounts during the accounting period, the schedules 
should be drawn up in such a manner that they 
provide an easy link between the comparative figures 
for the previous year and the figures at the balance 
sheet date. In many cases, companies have volumi- 
nous records relating to fixed assets, but in their 
annual accounts present this information in a sum- 
marized form under relatively few headings. The 
schedules relating to fixed assets should be compiled 
so that the figures appearing in the balance sheet are 
readily seen from the main schedule, details of the 
expenditure capitalized during the period and, where 
numerous items are involved, summaries of the 


‘various fixed asset accounts being dealt with in 


the supporting schedules. An example is given in the 
appendix of the manner in which the main schedule of 
fixed assets might be prepared in a hypothetical case. 

As suggested above, details of the expenditure 
capitalized during the year will frequently be recorded 
on subsidiary schedules to the main balance sheet 
schedules relating to fixed assets. Details of assets 
sold, scrapped or dismantled are also often recorded 
similarly. The schedules relating to these movements 
on the fixed asset accounts will include details of the 
work done by the auditor to substantiate the expen- 
diture capitalized and the amounts written out of 
the asset accounts in respect of displacements. The 
schedules relating to assets displaced will normally 
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include details of the cost of these assets, the accumu- 
lated provisions for depreciation thereon, the 
amounts if any realized on sale and the resulting 
profit or loss; the aggregate profit or loss on the sale 
of these fixed assets being referenced to the profit and 
loss account or other account to which it is carried in 
the books of the company. 

Where the fixed asse:s include land and buildings, 
the working papers normally include a list of the 
deeds or leases which constitute the company’s title 
to its properties and the manner in which these have 
been verified. It is sometimes convenient to include 
these in the permanent file but a reference to this file 
is then made in the current audit papers. 

Details of the rates used for depreciating the fixed 
assets are also usually given in the schedules, with an 
indication of whether the basis used is substantially 
the same as that adopted in the previous year. Where 
there has been a change in the basis of providing 
depreciation, the schedules will indicate, if necessary 
approximately, the effect of this change on the 
amount provided against the results of the period for 
depreciation. 

Where depreciation is not provided, the manner in 

which renewals of assets are dealt with will be noted; 
and where provisions are set aside for renewals, it 
will be helpful to provide a reference to the number 
of the schedule on which the provisions for-renewals 
can be found. 

The above remarks apply, generally speaking, to 
fixed assets of a tangible character such as buildings, 
plant and equipment. There may, however, be cases 
where investments and advances are fixed assets and, 
whilst it is desirable for the schedules to deal with the 
movements which have taken place in these assets 
since the previous accounting period, the remarks 
made above with regard to the basis of provisions for 
depreciation and renewal may not apply. 


- Trade investments 
Where there are trade investments of a significant 
amount it is normally desirable to include in the 
working papers a schecule showing the composition 
of the amount in the balance sheet, particulars of 
the investments held, the issued share capitals of the 
companies in which they are held, and details of the 
_ changes during the year in the investments and in 
the amounts carried in the books in respect thereof.’ The 
schedule will also show the income receivable on the 
investments and the income-tax suffered thereon, 
the latter being referenced to the taxation schedules. 

Where material amounts are involved, it may be 
necessary to give details of the earnings and financial 
position of a company in which an investment is held 
so that consideration may be given to the amounts at 
which the investments are carried in the books in 
relation to their probable value. 

The schedule will also indicate the steps taken to 
verify the investments held at the balance sheet date. 

The appendix contains an example of the manner 
in which a schedule relating to trade investments 
might be compiled. 
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Stock-in-trade and work in progress 

It is not the purpose of this paper to discuss the dts 
of the auditor in relation to stock-in-trade and work - 
in progress. That has already been done by Mr Goult 
on a previous occasion. My endeavour is to discuss 
here the working papers which it is desirable for the 
auditor and his staff to keep. 

The methods used for the valuation of stock-in- 
trade and work in progress vary so much as to make 
it important to ascertain precisely the basis adopted. 
Only when the auditor has done this can he determine 
whether the basis is one which he can approve, and 
whether it is consistent with that adopted in the 
previous year. Where there is a change in the basis 
adopted, it is often difficult to form an opinion as to 
the effect it has had on the result of the company’s 
operations shown for the accounting period. 

The working papers relating to stock-in-trade and 
work in progress skould therefore disclose: 


(a) the methods adopted by the company for 
arriving at the values attributed to this asset; 

(b) the work done by the accountant to substantiate 
the existence and ownership of the asset; 

(c) the values attributed to the asset and the work 
done by the accountant to substantiate these~ 
values; 

(d) the extent, if any, to which the basis of valua- 
tion differs fram the previous year and the effect 
this has had on the results disclosed by the 
profit and loss account and on the amount 
carried in the balance sheet. 


The working papers normally include a ee 
of the amounts carried in the balance sheet for stock- 
in-trade and work in progress, classified under 
headings appropriate to the business, and a compari- 
son of the amounts which appeared in the balance 
sheet for the previous year under each heading. This: 
summary is usually followed by notes outlining the 
system used for listing the stock and werk in progress , 
on hand at the date of the balance sheet. Where 
continuous inventory records are maintained, details 
are normally given of the steps taken by the company 
to prove these recozds with the actual quantities on 
hand from time to time. The notes usually describe 
the steps taken to test the stock sheets with the 
original stock-taking records. 

The notes also normally describe the basis of 
valuation of stock and work in progress and the 
work done to test the values adopted with invoices 
and costing records. This section of the notes is 
usually supported by lists of selected items appearing ` 
in the stock records and details of the results of | 
testing these with invoices and costing records. 

It is often necessary in the case of a manufacturing 
company to give particular attention to the treatment | 
of overhead expenditure in relation to the valuatio 
of stocks of finished products and work in progress. 
The notes relating. to the basis of valuation will 
usually describe the method adopted for dealing with 


1‘Stock-in-trade and the auditor’, reproduced in The 
Accountant of August 13th and 2oth, 1949. 
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overhead expenditure and, where arbitrary bases are 
used, will, so far as practicable, compare the amounts 
included for overheads computed on these’ bases with 
the actual overhead expenditure incurred. 

In examining the valuation of stock~in-trade and 
work in progress attention may have to be given to 
the question of obsolete or slow-moving items, and 
the notes will describe the results of inquiries made 
into the question whether proper allowance has been 
made for this factor in valuing the asset. 

In recent years, owing to the rising trend of prices 
of raw materials, industry, generally speaking, has 
not been faced with the necessity for reducing selling 


prices to take account of falls in the replacement cost . 


Së materials. There have been cases, however, where 
reductions in the rate of purchase tax have affected 
adversely the value of stocks held by retailers. There 
have also been cases where costs have been incurred 
in producing articles which, due to changes in demand 
or for other reasons,’ were not saleable at prices 
sufficient to cover the costs of production. It may be 
important, therefore, to give consideration to the 
question whether the inventories are likely to realize 
at least their balance sheet value, after taking into 
account any expenditure necessary to fabricate them 
or otherwise’ render them saleable as a finished 
product. The notes relating to stock-in-trade and 
work in progress will normally indicate the nature of 
the inquiries made on this point and. the steps taken 
by the auditor to. confirm the information given to 
him. 

Where the accounts include amounts in respect of 
work in progress on uncompleted contracts, it is 
usually necessary for the schedules to include 
particulars of the amounts carried forward and of the 
basis on which they are computed. The treatment in 
tke accounts of profits or losses on uncompleted 
contracts usually calls for scrutiny and the papers 
will normally record particulars of any such profits 
or losses taken up in the accounts. It will be necessary 
to examine the basis on which such profits or losses 
are included in the accounts and to compare it with 
the basis used at the close of the preceding accounting 
period. If there is any significant variation in the 
method used the approximate effect of the change in 
basis will usually be noted in the papers. 


Another factor relating to work in progress on 
uncompleted contracts to which attention may have 
to be given is the assessment of the probable outcome 
of each contract after taking into account expenditure 
necessary to complete-the contract. These assessments 
normally involve obtaining an estimate from res- 
ponsible officials of the expenditure to be incurred 
and of future receipts under the contract. The work- 
ing papers will normally record particulars of the 
‘estimates produced and of any work done by the 
auditor to test their validity. 


` The appendix includes an example of a main 
schedule supporting the balance sheet figure for 
stock-in-trade and work in progress. 
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Trade and othzr debtors 

As in the case of the schedule of trade creditors, the 
main schedule supporting the amount in the balance 
sheet for trade and other debtors should be drawn 


up so that the general nature of the items making up 


the balance sheet figure is concisely shown. Where 
sales ledger balances are numerous it will not normally 
be necessary to include in the audit papers complete 
lists of them. It will usually suffice if, where practic- 
able, details are given of the length of time the 
balances have been outstanding and the amount 
thereof received since the balance sheet date. The 
schedules will also contain lists of balances queried 
with the officials of the company, notes of the replies 
given and the conclusion reached by the auditor as 
to the extent to which the debts are doubtful of 
recovery. 

The movements on any provision for bad and 
doubtful. debts are usually given in the schedules and 
the basis on which the provision is made indicated. 
The schedules normally also contain the auditor’s 
assessment of the adequacy of the provision made. 

In view cf the requirements of Section 197 of the 
Companies Act, 1948, full details are normally 
inserted of accounts owing by directors or officers of 
the company. 

The schedules will describe the work done by the 
auditor in relation to the debtor balances. In this 
connexion the work done to ascertain that goods 


invoiced have not been included in stock may be of 


considerable importance. 


-An example of a schedule relating to trade and 
other debtors is given in the appendix. 


Balances at bankers and cash in hand 
The schedules relating to this item will normally 
include particulars of the bank balances and cash 
balances held by the company at the date of the 
balance sheet. In the case of bank balances, par- 
ticulars are required of the reconciliation between 
the balances shown by the bank’s records and those 
shown by the company. Where numerous items are 
concemed it is better to include the reconciliations in 
supporting schedules. The reconciliation statements 
are normally drawn in a form which commences with 
the balance shown by the bank’s records as certified 
by the bank direct to the auditor and ends with the 
balance according to the company’s books. The 
closing figure is thus readily traced to the balance 
sheet or schedule summarizing the company’s bank 
balances. The reconciliation statements will also 
normally show the dates on which the outstanding 
items were entered in the company’s books, and the 
dates, generally subsequent to the date of the balance 
sheet, on which they appeared in the bank pass-book. 
Notes are particularly required of the dates appear- 
ing on the counterfoil paying-in slips for lodgments 
not credited by the bank until after the date of the 
balance sheet. Apparent delay in the lodgment of 
funds in the bank may be an indication that the funds 
were noi actually on hand at the date of the balance 


H 


480 


sheet, and may be a method by which it is sought to 
cover up a defalcation. 
` Certificates from the company’s bankers confirming 
the balances on the company’s accounts will be filed 
with the schedules relating to these balances and the 
amounts shown referenced to the appropriate 
schedules. ` 

The schedules relating to the cash balances of the 
company normally indicate the name of the official 
under whose control each cash balance is maintained. 
Particulars of the steps taken to verify the cash 
balances, including particulars of any counts made, 
are usually filed as supporting schedules. The 
particulars given relating to the cash counted usually 
include details of the cash articles produced, and 
details of any cheques cashed or IOUs held as part 
of the cash balances. The auditor may then refer the 
latter to an appropriate official to ensure that such 
advances are authorized. The schedules relating to 
the cash counts will normally contain notes of the 
precautions taken by the auditor to ensure that all 
funds in the hands of the officials are counted, that 
insurance stamp funds have been correctly accounted 
for, and that receipts by "he cashier which have not 
been banked at the time of the count are brought 
within the scope of his examination. 


Schedules to the Profit and Loss Account 


Where the profit and loss account submitted to the 
shareholders is in a form which gives only the mini- 
mum information required by the Companies Act, 
-and does not give full details of the trading of the 
company, a detailed profit and loss account should be 
filed with the working papers so as to give a com- 
parison with that of the previous year. 

The comparison of the figures in the profit and loss 
account with those of the previous year and the 
explanation of the variations disclosed can be valuable 
parts of the audit of a company’s accounts. It is good 
practice, therefore, for the schedules supporting the 
profit and loss account to give a comparison, sum- 
marized if necessary, of the results disclosed for the 
period and for the previous period under headings 
appropriate to the business, with notes of the reasons 
for the variations. The extent to which this compari- 
son can be carried and explanations obtained for the 
variations disclosed, depend on the type of business 
covered by the accounts and the accounting records 
available. Even where the accounting records meet 
only the minimum requirements and, perhaps, 
particularly in such a case, it may be desirable for 
variations in trading results to be gone into with some 
care and for the explanations to be recorded in the 
working papers. 

The extent to which it will be necessary to have 
schedules for the items in the profit and loss account 
will depend on the nature of the business, the extent 
of the information which the client expects to receive 
from the accountant as a result of his examination, 
and the requirements of the auditor if he is respon- 

_ sible for the settlement of the taxation liabilities, 
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The objects in preparing schedules to items in the 
profit and loss account, apart from special require- 
ments of the client or for taxation purposes, are nor- _ 
mally to provide information which is essential to an 
understanding of the accounts, to ensure that expen- 
diture charged therein is properly authorized and 
accounted for, and that amounts credited as revenue 
are properly accounted for. 

Some of the items which, in the case of a trading 
company, normally call for the preparation of a 
schedule, or for their reference to a schedule support- 
ing the balance sheet are given below: 


Turnover and gross profit 

It is often helpful, in explaining variations in the | 
trading results for the period as compared with 
previous periods, to analyse the figures of turnover 
according to products or other classifications appro- 
priate to the business, with a similar analysis of the 
cost of sales and to prepare comparisons of gross 
profit ratios. 


Depreciation ` 
Amounts appearing in.the profit and loss account for 
depreciation should Le referenced to or reconciled 
with the amounts written off the fixed assets and 
shown in the schedules relating thereto. WW 


Repairs and renewals 

Some analysis of this account is usually required in 
order to ascertain that no major capital expenditure 
has been written off against revenue. 


Directors’ emoluments 

A schedule of emoluments received by directors is 
normally required showing the amounts receivable | 
by the directors, distinguishing between fees and 
other emoluments. The schedule should contain 
references to the articles of association, service agree- 
ments or other authorities for the emoluments 
which the directors are entitled. The question of 
qualification shares should also be deal: with. A. 
specimen schedule shawing how this information 
might be set out is given in the appendix. 


Taxation 

The amount charged in the accounts for taxation 
should be referenced tc the taxation schedule pre- 
viously mentioned. 


Dividends f 
Amounts provided in the accounts for dividends on 
the share capital are normally supported by details 
showing the authority for the dividend, the gross 
amount thereof, tax deductible and the net amount. 
Details of the work done to test the dividend sheets 
with paid warrants and with entries in the share 
registers may be noted conveniently at the foot of the | 
schedule. p 
Conclusion = 
It is not possible in a paper of this length to deal with 
all questions which arise in connexion with an 
accountant’s working papers. In the course of the 
discussion I shall be happy to deal to the best of my 
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ARE YOU SATISFIED? 
j i Li 
. that the happiness and comfort of | 
your home and those in it are secure? 
This question arises in’ moments of 
meditation, and if the answer is In 
` any way doubtful; it is time 
for you to take stock of the 
position. 
For small quarterly contri- 
- butions the Scottish— Clerks 
Association offers you security 
_ in times of sickness or unem- 
, ployment, additional to the 
National Insurance Scheme. 














For full particulars apply to 

















Sickness and Disability 


Personal Unemployment 


Life and Endowment ` 


Junior Endowment (for your children) . 






GE similar to the above k 


are appearing regularly. Could you 
as a recently qualified man confi- 


dently apply. or. would .. you. feel - 


handicapped by lack of a specialized 


qualification in Costing? You can 


greatly extend your range of oppor- 
. tunity by qualifying through the 


Examinations. of The Institute of- 
` able post free on request. 


-Cost and Works Accountants. 


“Accountant required by manufactürihg ` company: 
S must have a a thorough knowledge of. f modern Costing > Aan 


 Z000 complete passes in Intermediate 







98 REGENT HOUSE, 6 NORFOLK STREET, STRAND, LONDON, Wi 
98 REGENT HOUSE, 3 


- 40 years of Successfal- Educational Service . 


THE SCOTTISH CLERKS 


ASSOCIATION 


- Head Office: 93 WEST REGENT ST., GLASGOW, C.2 
d INSTITUTED 1886 


London Office: DRAYTON HOUSE, GORDON ST., WC 
Edinburgh Office: 44 FREDERICK ST. 


The School of ‘Accountancy i ‘is the 
leading Tutorial Institution for ‘the 
I.C.W.A. Examinations. More: ‘than . 


POST THIS 


| 
e 
Se 

| 


or Final Examinations. Full details . 
of Examination and concessions 


granted to qualified men are given 
in The School’s Prospectus, obtain- d 


WEST REGENT STREET, ` “GLASGOW, Ka 
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x Please send me a copy of your 
e LC.W.A. | 
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‘Two QuEsTIONS. ._ 


1. Against loss of profits following fire — 
are all your clients covered? 


2. If so, is the cover arranged to their ` 
best advantage? l 


YOU can answer the first, 
the ‘ROYAL’ will be happy to help 
you answer the second. 


e E, ' 


24-28 Lombard. St, 
LONDON, EC3 


1 North John Street, 
LIVERPOOL, 2. 


KING’S DETECTIVES 


‘Confidential Investigations in Civil, Criminal, Commercial, 
-and Personal cases. Observations discreetly maintained upon 
‘Suspected Persons and Premises. Internal Larcenies and 
. ‘eases of Fraud and Embezzlement investigated. Financial 

„Inquiries and Investigations in Bankruptcy cases under- 


‘taken. Questioned Documents examined. Persons Traced. 


Directed by W. J. King, Late. Detective-Inspector, 
Criminal Investigation Department, New Scotland Yard. - 


W. ‘J. KING’S DETECTIVE BUREAU . LTD 
65-66 .CHANCERY LANE, LONDON, WC2 


HOLborn 0343/2860 ve onion 
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EST. 1850 : 


WH EATLEY KIRK 


PRICE & CO 


E. L. JUDSON, F.R.I.C.S.) F.A.I., E. BEDDARD, A.I-MECH.E., F.A.L.P.A, 
M, S. CHEAVIN; F.A I. 


~ 


INDUSTRIAL SURVEYORS, VALUERS 
-AND AUCTIONEERS 


FIRE LOSS ASSESSORS 


2 SOUTH AUDLEY. STREET 
, LONDON, WI ) 


GRAMS; — 0 TEL: s 
INDICES, AUDLEY, LONDON REGENT 7150-& 7159 





The Directors are proud of the Society's 75 years of 
service in the cause- of home-ownership and thrift, 
and they have decided tọ mark (he occasion by a 
bonus ‘payment of five shillings per ‘cent. 
Generally elected a good Idea . 
the proposed bonus will apply to all-moneys™ 
invested before December 3lst next, i 


and It Is hoped, will encourage more savings to be entrusted 
to the Society, by old and new members. 


Attractive rates of interest income-tax paid by the society 
WALTHAMSTOW PERMANENT ` BENEFIT 
BUILDING “SOCIETY © - 

195 Hoe Street, Walthamstow - 


Samuel H Russell, EC CS, Secretary LARkswood 6776 ` 


‘METROPOLITAN Xo) WE et: 






At the C.A. and S.A.A. examinations Metro-. 
polltan College. Students have gained over 


7,500 SUCCESSES . 
AND MORE THAN 200. - 
HONOURS: , ` : 

Including 53 First Places, 35 Second | 

Places, 64 3rd and-4th Places. - 


Also „numerous Prizes, Medals, and 
Scholarships, `. rip 













LATEST RESULTS: MAY 1950-MAY 1951. 


CA: 2nd Place, Final, W. Knox Scholarship; 2 Plender Prizes, 
"ri" 3rd, 8th, 9th Places: Inter. F. Whinney and 2 Plender Prizes. 
-S.A.A.: 2nd Place Final. 2nd, 4th, 6th and 9th Places Inter. 
_@ WRITE TODAY for the. College Accountancy. Prospectus: to the Secretary (Al) METROPOLITAN 


COLLEGE, ST ALBANS. London Office: 30° 
Queen Victoria Street, EC4. (City 6874.) - ` 
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“HAVE SOMETHING - 


e SOLID BEHIND YOU 





: f -£ ` Investors, both large and small, have the assurance of 
ers, 7 ci complete security for money entrusted to this Society. ` 
cae ys ` ° Capital never fluctuates, earns 2}% per annum with 
income tax paid by the Society, and is accessible on - 

— short notice. 


. Funds exceed £64,000,000 hati 2 "i 
INVEST YOUR MONEY WITH THE = E 


= CO- OPERATIVE ` 
© PERMANENT 


BUILDING SOCIETY 


l (ESTABLISHED 1884) 
NEW OXFORD HOUSE, LONDON, W.C.1 
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QUICK, SIMPLE 


STATEMENT 


l PREPARATION 


with the Bradma System 





Applied to Statement Siapio the Brddma Systemi saves ` 


unlimited time and expense, by. enabling you to select at‘a 
Slance, and to address ‘active’ accounts only. 


All you need is one operator — yout typists will be free for 
_ other essential work. 


Don’t forget, Bradma can be Introduced without dis- 
organizing your existing methods in any, way. 





ADDRESSING MACHINES AND BUSINESS SYSTEMS | this Amazing Book! 


ADREMA LIMITED. 


°° TELFORD WAY, LONDON, W3 
Telephone: Shepherd’s Bush 2091 (PBX 14 lines) 
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How to write better 


-| How to develop self- 





“with Words is walting for you. 
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SPEECHLESS—when a Few 
Words Would Have Made Me! 


The Annual Dinner of our Association ~ well-known executives In the " 


_ Industry present- and without a word of warning the Chairman called on: 


me to speak—and mg mind went blank! Speechless ~ whan a few words 
would have made me! The opportunity | had been awaiting all my life— 
and | had thrown it away. If | could have made a simple little speech ~gividg” 
my oplnion on trade conditions In a concise, witty, interesting way, | know 
I would have been made for life. Always | had been a victim of paralysing 
stage-fright. Because of my timidity | was just plain Mr Nobody, with no 
idea of impressing others ~ of pushing myself forward, No matter how hard 
I worked, it all went for nothing~I could never win the worth-whila 


` position, simply because | was tongue-tied In public, 


But - lam no longer Mr Nobody! Iam one of 
the highest-paid men In our Industry. Scarcely 
a meeting or dinner is held without my being 
asked to speak. My real ability, which was 
hidden so long by stage-fright is now recog- 
-nized by everyone. | am asked to conferences, 
luncheons and Important. Industrial meetings 
as a popular and versatile speaker, i 
A short time ago | discovered how to over- 

- come my stage-fright- and | was amazed to 
learn that | actually had a natural gift for 
public'speaking. With the aid of a splendid 
method f rapidly developed this gift until, Ina 
very short time, 1 was able to face large 
audiences — without a trace of stage-fright or 
self-consciousness, 


TWENTY MINUTES A DAY 


You, too, can emulate the achlevement of our 
..lmaginary Mr Nobody. Stage-fright, nervous- 
. ness, self-consciousness, bashfulness can all 

be overcome by a new and simple method of 

speech development. The chances are that 
-you-possess the ability to speak convincingly, 
forcefully, and Influentlally. This new method 
will ‘show you how to develop this latent power within you, how to cons 
quer your timidity and stage-fright and set you on the road to advancement, 
popularity, soclal standing and real success. It requires but 20 minutes’ study 
each day to achieve these gratifying results. A most helpful booklet entitled 
How to Work Wonders with Words Is the key to this natural floodgate of 
speaking ability. it will show you how to bring out and develop your | 


WHAT. THIS BOOK 
WILL SHOW YOU 


How to address busi- 
ness meetings 

How to promote busi- 
ness through speech 

How to train your 
memory 

How to make the right 

; impression 

How to propose and 
respond to toasts 

How to make an an- 
nouncement 


letters 
How to enlarge. your 
vocabulary 


confidence 
How to acquire a win- 
-ning BEE 


priceless ‘hidden talents’,-how to conquer the 
many bogies of. effective” speech and help you 
to become an outstanding and Influential 

speaker. Your copy of How to Work Wonders 





‘Send: 2:d Stamp NOW for 


THE SPEAKERS’ CLUB (Dept. A/ES we 
MARPLE, CHESHIRE - 
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ability with any questions you may have to raise 
relating to the subject of my address. 

In conclusion I should like to stress that it is 
necessary to exercise a considerable degree of judg- 
ment in compiling an accountant’s working papers. 
The extent to which they should record the details in 
the records to which they relate is a matter to be 
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decided on the facts of each case. Properly prepared, 
the papers can be of great assistance and amply re- 
pay the time spent in preparing and arranging them. 
On the oth-r hand, if burdened with unnecessary 
detail, <néy are wasteful of time and energy and fail 
to fulfil the primary requirement of presenting facts 
in a clear and concise manner. (Concluded.) . 


WEEKLY NOTES 


University Training for Industry 


The report of the third of the four specialist teams 
sent-by the Angl6-American Council on Productivity 
to the United States to study the problems of training 
for industry was published yesterday.1 The assign- 
ment of this team was to ascertain what lessons, if 
any, were to be learned from the distinctive relation- 
ship between universities and industry which exists 
in that country and the extent to which, if the same 
principles were applied in Great Britain, our National 
prosperity might be enhanced. After surveying this 
section of the American education field and noting 
the widespread enthusiasm for college training, the 
team strongly recommends that, if adequate provision 
is to be made here for the supply of trained men for 
industrial employment on the scale now current in 
the United States, extended facilities should urgently 
be provided. The required form of preparation would 
be a broad general education on a full-time basis 
with a technical standard equivalent to the Higher 
National Certificate courses. The problem of how 
and where this education should be received would 
have to be tackled immediately. The team also con- 
siders that if fundamental research is to maintain its 
present position in this country, a considerable 
accretion of funds to support pure and applied 
scientific research in universities is essential. Finally, 
it recommends that industry should (a) recruit a 
larger proportion of persons educated in full-time 
courses, either at the universities or technical 
colleges; (b) afford these persons ample scope and 
encouragement so that full benefit may be had from 
their training; (c) encourage specialist members of 
staff to place their knowledge at the disposal of the 
universities and technical colleges for instructional 
purposes; (d) provide facilities for the initiation and 
training of recruits from universities and technical 
colleges in specific fields in cases where such pro- 
vision is not now made; and (e) extend facilities for 
releasing members of staff for higher education. 


The Conservation of Materials 


In June of this year, the Anglo-American Council 
on Productivity sent a team of experts on an urgent 
Ben, to the United States to study what measures 
yere being taken in that country to economize in the 
Sie of scarce materials. The team’s report on its visit, 
1 ‘Universities and Industry.’ (The Anglo-American 


Council on Productivity, 21 Tothill Street, London, SW1, 
price 2s 6d, post free.) 


published on Monday, is concerned almost: wholly 
with metals.* It recommends that existing steel 
conservation committees in Great Britain should 
give renewed attention to the properties of lower 
alloy-content steels and to the special techniques for 
hardening and heat treatment as used on a substantial 
and increasing scale in America. Methods employed 
in the United States for economizing in the use of 
other metals such as copper, nickel, lead and tin 
should also be studied by our manufacturers. In 
exchange, British techniques in electro-deposition of 
combinations of tin-zinc and tin-nickel and the use 
of ceramic-tipped cutting tools and precision-cast 
milling cutters should be more widely known in the 
United States. Finally, the team suggests that the ` 
redesign of manufactured products with a view to 
saving scarce ‘materials should be a continuous 
activity. 


The Importance of Pension Funds 


In his address to the annual conference of ‘the 
Association of Superannuation and Pension Funds on 
Tuesday, Sir Henry Clay said that two characteristics 
of pension funds of special interest to those interested 
in current economic developments were their 
recent growth and present size. He attributed their 
growth to two factors — the increase in the number 
of persons surviving after normal retiring age and the 
difficulties of individual saving owing to heavy 
taxation and the fall in the purchasing power of 
money in the last twenty years. The present size of 
the funds, he said, was noteworthy because it 
provided a substantial source for capital supplies at 
a time when savings have acquired a critical impor- 
tance. These steadily accumulating funds contribute 
to the flow of money to the capital market without 
which our financial structure would become ossified. 

Sir Henry further emphasized the significance of 
pension funds in our national economy by saying 
that, with taxation at its present level, savings was 
the best means available to curtail consumption and 
release the necessary resources for rearmament. The 
only alternatives were the reimposition of a complete 
system of wartime controls or inflation. The latter 
is particularly inimical to pension funds because it 
impairs the worth of future pensions considered 
adequate by present price levels and because there 

2 ‘Saving Scarce Materials.” (The Anglo-American 


Council on Productivity, 2i Tothill Street, London, SWi, 
price 2s, post free.) 
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is-no possible actuarial basis for calculating a con- 
stantly adequate scale of pensions under such 
uncertain conditions. 


First Reactions 


When the change in bank rate was first announced it 
seemed that the markets had expected something 

` rather more penal than was forthcoming. For the first 
day, gilt-edged stocks for instance showed a tendency 
to improve which once upon a time would have been 
taken as a clear indication that the move had not 
come off, and that long-term rates were not going to 
move in sympathy with the short ones. 

Towards the end of the week, however, there were 
increasing signs that second thoughts were rather 
more on the lines that the authorities would have 
wished. The feeling gathered adherents that a well- 
balanced series of comparatively small adjustments 
of interest rates in the money market, taken further 
at a later date if need be, but meanwhile giving all 
concerned a chance to see how monetary techniques 
worked out after being in cold storage for so long, 
might be the right way to bring the monetary factors 
into play to best advantage. 

That the Government will take further steps along 
the lines indicated by their actions in the market last 
week seems hardly in doubt. In the meantime it will 
be a while before, either the direct consequences in 
the market of these new moves work themselves out, 
or before higher rates can affect the inflationary 
situation through a higher price for bank accom- 
modation to industry or through the amount of 
the reduction of public spending. But these moves 
-will be slow in their effect only to a relative degree. 
They should work quicker than could any other 
influences and they are flexible. The wind can be 
tempered to the shorn lamb — but the authorities will 
want to see a certain amount of shearing first. 


Conference on Productivity 


A first international conference of manufacturers to 
be attended by over 200 leading industrialists from 
Europe is to be held in New York at the beginning of 
next month. The conference is being sponsored by 
the National Association of Manufacturers. Before 
the conference meets there will be a tour of United 
States factories under the auspices of E.C.A. and the 
National Management Council. These two bodies are 
joining the N.A.M. in sponsoring the entire con- 
ference. 

It has already been said in general terms that the 
object of the conference is to study the significance 
and the broad techniques of higher productivity. The 
unique feature of this conference is that those invited 
from this side of the Atlantic are top executives. The 
conference thus conforms to a pattern set out in part, 
in the activities of the Anglo-American Council of 
Productivity which has sponsored the interchange of 
specialized teams. Those teams which went to the 
United States have come hack to do a tour of educa- 
tion and instruction among their fellow technicians, 
managers and trade unionists. 
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The December conference is in a way an answer 
to the question; who is to tell the boss? It will try to 
get the idea of higher productivity across to the men 
who make the key decisions, and who are not by 
reason of their position in industry either accessible 
or very amenable to instruction from their sub- 
ordinates. Such, anyway, is one of the main ideas 
behind the conference, The idea is certainly a laud- 
able one and shows that the organization behind the 
spreading of the gospel of higher productivity has a 
thoroughness which merits success. 


Autumnal Retail Trade 


The bout of consumer resistance which was widely 
publicized in the autumn is now coming out in 
official statistics. The Board of Tradə’s retail price 
figures are now available for September and they 
show a heavy slump in clothing sales compared with 
the same month a year ago. Thanks to the rising 
price of food, the total value of retail turnover was not 
much changed compared with September 1950, but 
this fact will be of little consolation to the majority of 


‘retail houses. 


So sluggish was trade in September that it almost 
failed to recover from the traditionally quiet month of 
August. The brunt of the fall was taken by clothing 
and household goods. If allowance is made for the 
fact there was a rise of something like 19 per cent in 
the price of such goods over the year, the decline in 
these sections compared with a year ago was as much 
as 25 per cent. From reports already received it seems 
likely that the bad results for September will not 
have been much improved upon for October. 

As might be expected when consumer resistance 
lowers turnover, stocks were high. Compared with a 
year ago stocks of household goods ` were as much as 
40 per cent up. 


e: 


Fuel Economy = 


Over the years the Federation of British Industries 
has advised its members on fuel efficiency problems. 
The current need to conserve fuel and the existence 
of this accumulation of experience within the 
Federation has prompted the issue of a small booklet 
on fuel efficiency.t 

‘This guide to the saving of industrial fuels is com- 
mendably brief (it should be, since it is addressed to 
the board-room rather than to the fuel expert), and 
is attractively designed. Its contents are set out in 
three sections. The first deals with common faults 
in boiler operation and their remedies. The second is 
concerned with the use of instruments for measure- 
ment and control which in the opinion of the authors 
of the brochure is a much neglected field for improve- 
ment. 

The third section deals with the efficient use of 
heat. In order to underline how needlessly high 


- pressures in process work cause waste, an explanation 


of the properties of saturated steam is given. Thermal 
insulation of buildings is discussed and a concluding 
section covers the conservation of heat. 


1 ‘Full Economy Pays.’ (Federation of British Industries, 2s.) 
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FINANCE AND COMMERCE 


~ 


Realization that the economic and monetary measures 
taken by the new Government are the prelude to 
more rigorous action has caused all-round reaction in 
stock markets. Gilt-edged stocks have been par- 
ticularly weak on dearer money prospects. 


Point on Proxies 


A question regarding the validity of proxies raised an 
interesting point at the recent requisitioned extra- 

dinary general meeting of the Western Manufac- 
turħig Estate Ltd. The proxy forms for the meeting 
were in the convenient postcard form, addressed to the 
company on one side and with the form on the other. 
At the foot of the form was the customary statement 
that execution of the proxy by a corporation must be 
under the common seal of the corporation, or under 
the hand of some officer of the corporation duly 
authorized in writing in that behalf. 

The state of the proxy vote before the meeting was 
1,541,398 votes in favour and 1,790,110 against, but 
Mr S. R. Hogg, F.c.a,, the chairman, informed 
shareholders that a question had been raised which 
might affect the validity of certain proxies on both 
sides. The point was whether a proxy executed by an 
official of-a corporation: should be accompanied by 
evidence of authority to sign. 

Unfortunately, although the matter was raised in 
public meeting, the point would appear to have been 
decided in private. On the day after the meeting, 
Mr Hogg announced that Messrs Peat, Marwick, 
Mitchell & Co, chartered accountants, the company’s 
auditors, who were appointed scrutineers, had 
certified that 1,408,291 votes had been cast for and 
"774,543 against the resolution and nothing further 
was said on the point in question. 


‘Most Impractical’ 


The meeting was requisitioned to achieve an unusual 
object in .an extraordinary manner. One of the 
directors maintained that in the company’s particular 
circumstances, the directors should consult share- 
holders before entering into any commitments for 
the acquisition of other businesses. Being in a 
minority of one on the board, but representing a 
substantial voting power, he decided that the sim- 
plest thing, if shareholders generally agreed, would 
be to requisition a meeting and cancel, by ordinary 
resolution, the company’s authorized but unissued 
capital. As stated, the move failed. 

Mr Hogg, an ‘experienced company chairman as 
well as an accountant, declared the idea of prior con- 
sultation with members’ to be most impractical. No 
one, he said, would enter into discussions for the 
‘acquisition or amalgamation of businesses if the 
whole thing had to be noised abroad by disclosure to 
shareholders while the talks were on. Directors, he 
maintained, must have a free hand to do what they 
considered best. He was not prepared, he bluntly 


declared, to be a director of a company under such 
conditions and was prepared to resign if the meeting 
went against him. 


Great Universal 


The Great Universal Stores Ltd, whose consolidated 
balance sheet we reprint this week, has been largely 
built up by the acquisition of other businesses. It is an 
outstanding case of directors having a free hand to do 
what they consider best for the company and its 
shareholders. The latter have often suggested to the 
board that their policy should now be to concentrate 
on their present empire rather than further expansion, 
but the process continues. 

In the year under review, says the chairman, we 
have bought new subsidiaries and shares held by 
outsiders in existing subsidiaries. Net assets attri- 
butable to such shares have largely exceeded the 
price paid, which bas resulted in a surplus brought 
into account on the consolidation. 

The surplus has been used to reduce goodwill by 
approximately {1 million. The goodwill item itself is 
shown as a deduction from the surplus on revaluation 
of properties, shown under capital reserves. 

The actual balance sheet refers the reader at ‘Capital 
Reserves’ to pages 12 and 13 of the accounts which are 
accompanied by a lengthy series of notes. We have to 
face the fact, however, that space doss not permit the 
reproduction of the annual publication in its entirety. 


Increasing the Burden - 

The report of the directors of The Yorkshire Brick 
Co Ltd (chairman, Mr A. Lester Boddington) draws 
attention to ‘the penal effects of the profits tax 
legislation on arrears of preference dividends accumu- 
lated during the war through no fault of our own’. 
They feel that ‘despite the heavy tax burden imposed, 
such arrears must be paid at the earliest possible 
moment’, but in carrying out this policy ‘it has been 
impossible to strengthen reserves and consolidate the 
position of the company’. By the charge of three years” 
dividend in the accounts, however, there remains at the 
date of closure only one year’s payment outstanding. . 

This situation, presumably, is the aftermath of war, 
which brought the concentration of the brick industry 
and the closing down of brickworks. It seems an 
added misfortune that tax on distributed profits. 
should increase the weight of the burden imposed by 
the consequent accumulation of arrears of dividend: 
on the preference capital. 


Money Market 


- The Treasury bill result on November gth was not a 


complete test of the new conditions. Applications. 
for £260 million of bills totalled £330,405,000, and 
tenders at £99 15s 8d received 70 per cent of require- 
ments. The average rate was 17s 2:96d per cent but is. 
expected to be near 1 per cent this week when the. 
offer is £230 million. 


a“ 
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1950 
£ 
£4,250,000 


3,569,979 





2,855,359 
2,855,359 


2,469,074 
1,323,186 
267,663 
197,543 
173,033 


4,430,504 


1,968,885 
105,000 
49,398 
11,129 
1,216,057 


3,350,479 
11,350,962 
2,352,349 


6,420,022 
761,938 
2,554,847 


9,736,807 


1,509,090 
500,009 


1,000,000 
255,929 


744,071 
391,480 
179,326 
2,572,413 
62,578 


3,940,868 


177,813 
21,460 


199,273 


1,427,342 
1,400,692 


3,997,065 
405,877 


851,752 
30,135 
11,241,105 
3,850,932 
60,032 
15,434 
201,996 


23,482,362 


£51 062,62! 
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Authorized Capital of The Great Universal Stores Ltd (see page 8) .. ve D Ss 
Issued Capltal of The Great Universal Stores Ltd (see page 8) .. ik ws Ke ais oe 


Capital Reserves (see statement, pages 12-13) 


Surplus on revaluations of properties ` ds Si oe SS wë SS Se 2,748,543 
Less Goodwill and net excess of cost of shares In subsidiaries over the appropriate RIESS 
- of book values of net assets at dates of acquisition, less amounts written off . š Sé 1,832,038 


Surplus on sales of propertles and businesses and excess of War Damage compensation over book value of 


relative assets ae on ws SS Së Së Ss Se Se oe Sei Ss e 
Share Premium Accounts .. Ka sx D ue oe oe ee 
Excess Profits Tax Post-war refunds ao a nie ie ar ge os ce a Se 
Debenture and other Capital Redemption Reserves .. ate ae ve ms Sg Sie at oa 


Exchange Reserve (including £40,352 profit on exchange arising during year) 


Revenue Reserves 


General Reserves .. xs $% ie oe a Di oe ex Së Si ew 

Staff Benevolent and Sickness Funds ix ge TEEN Ri SS ag Sé 

Preference Dividend Reserve aie WW Ss OP a DÉI Ss eg SS Sé 

Plant Replacement Reserves we SS SS ae Ze Se ar T Se 

Profit and Loss Account balances (see note e 8) D ds Si Sé Së sé Së Ze 
Amount set aside for Future Income Tax .. . a oe D e Sé gë . 


Interest of Outside Shareholders of Subsidiaries 


Preference Shares (see note 7) .. DÉI oe oo oo dg DÉI DÉI oe DÉI DÉI oe 
Ordinary Shares DÉI DÉI oe Ae ee oe oe oe DÉI ao SS ae Ke oe 
Proportion of Profits and Reserves are ee ae sl es aa a dé as Ss 


Debentures, Mortgages, etc., of Subsidiaries s 
54 per cent Debenture Stock (secured) repayable on January Ist, 1970 .. Sg ges es 


£1,500,000 
Less Issued as security for bank loans DÉI sé Sé vg ia k% DÉI 500,000 
1,000,000 
Less Redeemed and cancelled or purchased for redemption oo 266,029 
4} per cent First Mortgage Debenture Stock (secured) as oe as we Ke e 
4 per cent Mortgage Debentures (secured) (aggregate authorized amount £208, 500) oe Ss DÉI DI 
Mortgages, Mortgage Bonds and Loans (secured) oe oe oo we Gs e DÉI .. oe 
5 per cent Income Bonds (unsecured) repayable March 31st, 1953 .. oe oe ee 
` 
Provisions - 
Deferred Repairs .. os oe oe oe oe ee oe Di Se Ss Ss DÉI 
Estimated liability under Maintenance Contracts oe .. as DÉI DÉI 
Current Liabilities 
Bank loans and overdrafts — secured: 
Home a wie GG Se Ré SS ri Se Ei ei ws £1,164,019 
Overseas .. ai es DÉI ae oe DÉI ae we e oe 1,652,427 
Bank loans and overdrafts — unsecured: 
Home e ee eg ae sie Se a ae sg Së Se sie aa 5,611,788 
Overseas .. es DÉI DÉI D DÉI ee .. ee oe si oe 259,169 
Other loans (unsecured) .. D ds DÉI ae oe eg DÉI . os oe 
Balance of purchase price of shares in subsidiarles and of a business acquired by a subsidiary 
Creditors, bills payable and accrued charges ` Ei Ge S T Ave ci sa 
Balance of income-tax to 1950-51, excess profits tax, and profits tax ia m Se Se 
Dividends payable to outside shareholders of subsidiarles (less income-tax) Si ge es oe 
Accrued preference dividends of The Great Universal Stores Ltd (less Income-tax) ae 
Proposed ordInary dividend of The Great Universal Stores Ltd (less income-tax) .. DÉI ve DÉI 


4,230,000 


916,505 


2,705,420 
1,403,096 
295,567 
252,996 
213,390 


2,602,419 
143,000 
49,398 
17,965 
2,380,602 


6,652,628 
471,317 
1,134,180 


733.971 
370,740 
187.756 
2,786,787 
62,578 


2,816,446 


5,870,957 
352,112 
782,523 

13,730,894 
4,743,435 
83,431 
14,733 
192,815 


Consolidated Balance 


3,585,513 


5,786,974 


5,193,384 
14,565,871 
3,459,610 


8,328,125 


4,141,832 


193,958 


A 


29,087,346 


£59,776,742 
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1950 
£ 
Fixed Assets 
Freehold and Leasehold Properties, Plant, Machinery, Fixtures, Fittings, Equipment, Vehicles, etc, (see 
11,813,686 statement, pages 12-13)... os Ss DS Ss Déi E SC Sie Se ep ofa 
Trade Investments at cost: ` 
. 373,149 Quoted (Market value £350,587) .. as we Ze GG Sg as r gë 
M.V.£289,693) 
321,990 Unquoted Si Déi Së Ets Ze ea des s ace € ka 4 ae ae 
$2,508,825 
fel Current Assets 
13,029,821 Stocks at or under cast as valued by the management .. oe Se T an Si wa <a 
21,621,165 Hire purchase debtors, after providing for bad and doubtful debts .. SR en +. £28,386,636 
5,706,176 Less Provisions for unearned interest, collection charges, etc, Sé P ge 7,735,066 
15,914,989 ss 
Debts in respect of credit sales, payable by instalments, after providing for bad and doubtful 
4,397,416 debts eg E DN Se DÉI Sie os oie ee oe WW Ss 4,910,323 
737,602 | Less Provisions for collection charges tee ar Së D ae Di T àx 753,770 
3,659,814 
2,658,805 Trade and other debts and pre-payments .. Pë SS Ze we és Ze Ge ges x 
62,966 investments (Market value £63,511) ae Sg i% Sg SC sie SS š S 
(M.V.£63,227) p 
1,575 Tax Reserve Certificates bx T Se D ee a oe 
2,901,763 Balances at bankers and cash In hand we DÉI oe oe E DÉI os ve oe Ch 
38,229,733 
Funds Deposited with Trustees for Debenture Stockholders 
13,756 British Government Securities (Market value £7,727) .. AR Sé e oe ae ae Ka 
(M.V.£12,801) 
248,300 Canadian Government Securities .. oe de Ss Set De DÉI DÉI Së as Sai 
(M.V .£248,052} 


62,007 Cash D D D . oe D D DI D 
324,063 


The notes by directors (page [1) and the statements (pages 12~13) form part of the company’s accounts. 


{The notes are not reproduced. — Editor.) 


£51 ,062,621 





372,491 


265,845 


15,971,735 


20,651,570 


4,156,553 
3,036,243 
62,916 


15,800 
3,168,707 


7,835 


120,912 
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11,946,135 


638,336 
12,584,471 


47,063,524 


128,747 


£59,776,742 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Costing for Inflation 

Sir, — Mr H. C. H. Graves’ letter under the above 
heading in your issue of November roth indicates, 
to a degree I had not perhaps, fully appreciated, the 
awareness of industrial management of the fact that 
the minimum return payable (or earned) on invested 
capital is as much a constituent of the cost of providing 
goods and services as the labour and material charges 
concerned. 

Mr Graves’ pertinent extension of the thoughts 
expressed in my article underlines the failure of 
orthodox accountancy to provide management with a 
complete picture of the costs involved in carrying on 
business. I feel obliged to point out, however, that I 
was attempting in miy article to distinguish ‘profit’ 
accruing to the proprietors, from ‘interest on capital’ 
representing an unavoidable cost of industry. Whilst 
my sights appeared to be set too low to Mr Graves, 
he seemed to me to be overshooting the target. In 
any event I hasten to agree that the element which 
should be included in costs, whatever title it is given, 
would for many concerns be considerably larger 
_ than an amount calculated by means of the percentage 
receivable from trustee securities. 

Meanwhile the business world can scarcely expect 
the true cost of enterprise to be recognized by the 
general public, industrial workers or government 
departments, if a large part of this cost is not recog- 
nized as such in the accounting systems used by 


business. Yours ny 
London, Ni2. A. H TAYLOR. 


Taxing of Professional Accountants’ Charges 


SIR, = In connexion with the points raised in the 
issue of November 3rd by your correspondent "E, 
I think the taxing master has the right to go fully 
into an accountant’s charges and that the account 
should be set out with the usual detail, which would 


assume that the rate chatged per hour would not be . 
` only 25 per cent of the profits from 1947 on, should 


shown. 

I consider it is quite proper to make a charge for 
the responsibility and inconvenience of giving 
evidence in Court. The standards on which the 
taxing master would base his findings are mentioned 
in R. Sproull’s standard work entitled Accountants 
Fees and Profits, on page 180: 

‘The time which the taxing master es into 


account is restricted to the necessary time in Court. - 


In addition, for time spent prior to the hearing to 
enable the witness to give evidence a qualifying fee- 
is payable. For a qualifying fee in either the High 
or County Court the time chargeable is limited — 
very strictly indeed-—to that pertinent to the 
question being tried by the Court.’ 
Yours faithfully, 
H 


e 


Government Investigations: 

Accountants’ Fees 
Sır, — With reference to the letter which appeared 
under this heading in your issue of October 27th, 
your correspondent’s data is not full enough for 
others to be dogmatic, hence I deal with the matter 
on broad principles only. No other profession or 
supply service on which industry depends woyht 
dream of undertaking unpaid service. There is no 
reason why an accountant should do work gratuitously 
in the circumstances disclosed. Indeed, the type of 
job in question, if well done, has within it the merit 
which justifies a complicated scale fee. Hence, if your: 
correspondent re-examines every step in his work he 
will discover the necessary links which he misses at 
present. 

So much are these things acknowledged in com- 
mercial life that even quite small concerns sometimes 
use and pay for cost consultants to service the 
government department’s accounting representativé. 

Yours faithfully, 
London, WC2. R. SPROULL. 


Distribution Charges 


Sm, — A company, 75 per cent of whose controlling 
shares are held by a non-resident corporation, makes 
its first distribution for over ten years during 1950, 
and this distribution far exceeds the profits on which 
non-distribution relief has been obtained. 

The Revenue contend that 25 per cent of the total 
distribution is liable to tax at the higher rate, and are 
of course applying the additional 20 per cent to“the 
whole of the 1950 profit. 

Presumably, if further distributions were made, 
and these, together with that already made, were to 
total four times the profits for 1947 onwards, Section 
39 of the Finance Act, 1947, would cease to have any 
effect whatever. 

It seems to me the intention of this section is that 


bear the full rate in these circumstances, and I am 
wondering whether any reader knows of any authority 


for either course. Yours faithfully, 
‘QUESTIONER. 


H 


French for ‘True and Fair View’ 


Sm, — It is many years since I left school and ceased 
my studies of the French language, but I still possess 


my copy of Cassell’s French Dictionary and so I 


venture to add my version to the many already 
published, of translations into French of ‘true and 
fair view’. contribution is: 
Un coup d'æil, fidele et blond. 
Yours faithfully, 
LANGUE DANS JOUE. 
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ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


\t special and ordinary meetings of the Council, held 
m Wednesday, November 7th, 1951, at the Hall of 
he Institute, Moorgate Place, London, EC2, there 
vere present: 

Mr C. W. Boyce, c.3.8., President, in the chair, Mr T. B. 
tobson, M.B.E., Vice-President, Messrs Graham Adam, 
LC., H. Garton "Ash, 0.B.E., M.C., Sir Harold Barton, Messrs 
5 “Hamilton Baynes, B. H. Binder, T. Fleming Birch, 
. Blakey, W. G. Campbell, P. F. Carpenter, W. S. 
Yarrington, S. W. Cornwell, A. S. H. Dicker, M.B.£., G. R. 
*reeman, $, H. Gillett, m.c., P. F. Granger, D. V. House, 
I. Crewdson Howard, W. H. Lawson, c.3.z., W. R. 
AacGregor, K. A. E. Moore, P. Morgan-Jones, S. J. 
‘ears, C. U. Peat, M.C., P. M. Rees, M.C., L. W. Robson, 
3. F. Saunders, Gilbert D. Shepperd, M.B.E., B. Smallpeice, 
n E. Spicer, C. M. Strachan, 0.B.£., E. D. Taylor, T. A. 
„acy Thompson, D.S.O., M.C., E. G. Turner, MG, A. D. 
Valker, T. Walton, Sir Nicholas Waterhouse, K.B.E., with 
he Secretary and an Assistant Secretary. 


Readmission 


Sire “application for readmission to membership was 
cceded to. 


Reduction in Period of Service under Articles 


“hree applications under bye-law 61 for a reduction in 
he period of service under articles were acceded to. 

Three applications under bye-law 63 (c) for a reduc- 
ion in the period of service under articles were 
cceded to. 


Exemption from the Preliminary Examination 


‘our applications under bye-law 79 for exemption 
rom the Preliminary examination were acceded to. 
“One application under bye-law 63 (a) for exemption 
rom the Preliminary examination was acceded to and 
me application was not acceded to. 


Exemption from the Intermediate Examination 


“hree applications under bye-law 85 (b) for exemption 
rom the Intermediate examination were acceded to. 

Eighteen applications under bye-law 85 (a) for 
xemption from the Intermediate examination by 
rticled clerks who had produced evidence of having 
raduated by taking one of the degree courses approved 
y the Council under bye-law 62 were acceded to 
nd two applications were not acceded to. 


Students’ Societies 


"he formation of the following Students’ Societies 
ras reported — 


(a) The Chartered Accountant Students’ Society of 


North Lincolnshire. 
(b) The North Yorkshire and South Durham 
Chartered Accountant Students’ Society. 


Appointments while Serving under Articles 


“wo applications under bye-law 57 from articled clerks, 


ər permission to accept appointments while serving 
nder articles were acceded to. 


Articled Clerk in Industrial Organization 


One application under bye-law 58 (c) from an articled 
clerk to serve a part of his articles in an industrial 
organization was acceded to. 


. Intermediate Examination 


An application under bye-law 81 from an articled clerk 
for permission to sit for the Intermediate examination 
prior to the expiration of one half of his period of 
service under articles was not acceded to, 


Final Examination 


Two applications under bye-law 86 for permission to 
sit for the final examination six months earlier than the 
date at which they would normally be eligible to sit 
were acceded to and three applications were not 
acceded to. 

One application under bye-law 63 (e) for permission 
to sit for the Final examination in November 1951 was 
acceded ‘to, 


British Institute of Management: Register of 
Management and Industrial Consultants 


The Council has had under consideration whether it is 
appropriate for a member of the. Institute to have his 
name or that of any firm or company of which he may 
be a partner or director included in a Register of 
Management and Industrial Consultants which is 
maintained by the British Institute of Management 
for the benefit of its members. This register is open 
only to those individuals, firms or’ companies whose 
business is limited to consultancy work, and practising 
accountants whose business is not so limited are not 
eligible for inclusion in it. The Council has informed 
the British Institute of Management that it has, after 
detailed consideration, decided that permission cannot 
be given to a member of The Institute of Chartered 
Accountants in England and Wales for the name of any 
firm or company of which such a member is a partner 
or director to be included in the Register of Manage- 
ment and Industrial Consultants which is maintained 
by the British Institute of Management if that firm or 
company undertakes in the course of its duties any work 
which comes within the field of public accountancy. 


Certificates of Practice etc. 


It was resolved: 

(1) That certificates of practice be issued to the 
following thirty-five associates who have commenced 
to practice: 

Bostock, Christopher Ingram, MA: 1951, A.C.A.; (Annan, 

Dexter & Co), 21 Ironmonger Lane, London, (Ge 
Brown, Ronald Popple; i939, A.C.A.; (*Whitson & Brown), 

Castle Hotel, Usk, Monmouthshire. 

Burt, Victor Dennis; 1948,.A.C.A.; (Ballam, Denton & Co), 

5 Museum Street, Ipswich, and at Felixstowe. 
Chappell, Jack Royston; 1950, A.C.A; 98 Woodford 

Avenue, Ilford, Essex. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 












Colven, Stuart John; 1948, A.C. A 20% 
Denton, Newcastle upon Tyne, 5. 

Cooke, Ronald William; 1951, A. C SS (H. Overton, Salt & 
Co), 52 High Street, Sutton Coldfield, Warwickshire, 
and at Birmingham. 

Cox, Norman Theodore; 1939, A.C.A.; (F. J. Reed & Co), 

49 Leadenhall Street, London, EC3. 

Delabunty: Paul Vincent; 1951, A.C. R, (F rank Wilkinson), 
327 Stretford Road, Manchester, 15. 

Derrick, Raymond Brooke; 1935, A. CA: (T. O. Williams 
& C. V. Smith), 15 Rodney Road, Cheltenham. 

Evans, Barton Edward; 1951, A.C.A.; (*Ivor E. Evans, Son 
& Co), Bank Building, 1, 2 & 3 Taff Street, Pontypridd, 
Glamorgan. 

Hargrave, Thomas Beresford; 1949, A CA. (T. Beresford 
Hargrave & Co), 27-31 High Street, Croydon, Surrey. 
Hilliar, Edwin Jobn; 1951, A.C.A; 65 Town Street, 

Shepton Mallet, Somerset. 

Hobson, Stanley; 1951, A.C.A.; 
Sherwood, Nottingham. 

Hogbin, Frank Anthony; 1950, A.C.A.; 140 Sandgate Road, 
Folkestone, Kent. 

Hope, Harry; 1948, A.C.A.; 3 Shrewbridge Crescent, 
Nantwich, Cheshire. 

Humberstone, Alec Peter; 1949, A.C.A.; Little Butcher 
Lane, Cornmarket, Louth, Lincolnshire. 

Hunter, Arthur Alexander; 1951, A.C.A.; (Kenneth Hayes 
& Co), London Assurance Elouse, 36 Bennetts Hill, 
Birmingham, 2. 

Hyatt, Frank; 1951, A.C.A.; (W. G. Hawson, Wing & Co), 
Hartshead Chambers, Sheffield, 1. 

Wlingworth, Eric Henry; 1951, A.C.A.; (*Armitage & 
Norton), Station Street Buildings, Huddersfield. 

Johnson, Michael Gordon Dixon; 1950, A.C.A.; (Wilkinson 
& Johnson), 35 West Sunniside, Sunderland. 

Kendal, George Taylor; 1949, A.C.A.; 52 Corporation 
Street, Manchester, 4. 

Lindsay, David Allen; 1928, A.C.A.; 3 Greenhayes Avenue, 
Banstead, Surrey. 

Littlewood, George Ronald; 1950, A.C.A.; (W. G. Hawson, 
Wing & Gel, Hartshead ‘Chambers, Sheffield, E 

McLaughlin, Dennis William; 1942, A.C.A.; (Thorne, 
Widgery & Co), Grange Walk, Leominster. 

Nicholson, Keith Aubrey, V.R.D.; 1938, A.C.A.; (Dixon, 
Wilson, "Tubbs & Gillett), 24 Basinghall Street, London, 
ECz2. 

Shrier, Morris; 1948, A.C.A; (Bradley, Lytton & Co), 
Portland House, 73 Basinghall Street, London, EC2. 
Stanton, Gerald; 1951, A.C.A.; 5 Warwick Road, London, 

SWs. 

Taylor, George Arthur, B.COM.; 1934, A.C.A.; (*Cattell & 
Chater), Bank Chambers, High Street, Kettering, and at 
Rushden. 

Taylor, Walter William; 1951, A.C.A.; 20 Wrekin Road, 
Erdington, Birmingham, 23. 

Touche, Anthony George; 1951, A.C.A; (*George A. 
Touche & Co), Suffolk House, Laurence Pountney Hill, 
London, EC4, and at Birmingham. 

Waring, Geoffrey Philip; 1948, A.C.A.; (*Charles E. Dolby, 
& Son), 11 Dale Street, Liverpool, 2. 

Weaver, Ronald Ernest; 1949, A.C.A.; (Deacon, Guild & 
Co), Lloyds Bank Chambers, Greyfriars Lane, Coventry. 

Willis, Norman Geoffrey; 1951, A.C.A.; (Poulsom & Co), 
National Bank Building, Fenwick Street, and Pioneer 
Assurance Chambers, 31 Dale Street, Liverpool, 2. 

Winograd, Stanley; 1950, A.C.A.; (*Goodman, Jones & Co), 
3 Broad Street Buildings, Liverpool Street, London, EC2. 

Woodruff, Hedley; 1937, A.C.A.; (W. G. Hawson, Wing & 
Co), Hartshead Chambers, Sheffield, 1. 


(2) That one associate be elected to fellowship 
under clauses 9 and 31 of the Supplemental SE 
(Bye-law 37). 

(3) That twenty-one associates be elected to fellow- 
ship under clause 6 oE ES Supplemental Charter 
(Bye-law 31). : 


170 Edwards Lane, 


November 17th, 195 


(4) That one Aau 
clauses 6 and 31 of the 
law 31). 

(5) That four applicants be admitted as associate 
under clause 9 of the Supplemental Charter (Bye 
law 36). 

A list of those who complete their fellowship o 
membership before November 20th will appear i 
The Accountant of November 24th. 


to fellowship unde 
ntal Charter (Bye 


r 


Chairman and Vice-Chairman of Committee 
The appointment of the following Chairman and Vice 
Chairman of the Parliamentary and Law Committe 
was reported: 


Chairman 
W. H. Lawson, C.B.E. 


Vice-Chairman 
W. S. Carrington. 


Autumnal Meeting - Torquay, 1951. 


The Council decided that a limited number of copie: 
of the report of the autumnal meeting containing th: 
papers presented at the meeting, which is to be sent fre: 
to all members of the Institute, shall be printed and mad: 
available to the public at the price of 5s per copy pos 
free. Applications for copies, accompanied by remit 
tance, should be addressed to the Secretary, Institut 
of Chartered Accountants in England and Wales 
Moorgate Place, London, EC2. 


Appointment to Committee 


Mr W. L. Barrows was appointed a member of thi 
General Purposes Committee. 


Branch District Societies 


The formation of the following branch societies wa 
reported: 
(a) Bolton branch of the Manchester Society o 
Chartered Accountants. 
(b) Grimsby and North Lincolnshire group o 
Chartered Accountants (Hull, East Yorkshir 
and Lincolnshire Society). P 


Notes on the Allocation of Expense 


On the report of the Parliamentary and Law Committee 
following consideration of a memorandum submittec 
by the Taxation and Research Committee, the Counci 
authorized the printing and issue to all members of th: 
Institute of a pamphlet of NOTES ON THE ALLOCATIO? 
OF EXPENSE. 


Approved Universities Degree Course: 
Bye-law 62 
The Council decided that the B.Sc.(Econ.) degre 
course of the University of London shall cease to b 
an approved degree course for the purpose of bye-lav 
62 where it is taken by evening classes, this withdrawa 


-to operate for students who commence their degre 


course after September 30th, 1952. 


Librarian 


The resignation as from December 31st next of M 
Reginald Horrox, M.A., Librarian of the Institute sinc 
1948 was received with very much regret. 

Mr H. W. Thomson, the present Library Assistan! 
was appointed Librarian with effect from January re 


1952. 


November 17th, 1951 > 


Registration of Articles 


The Secretary reported that 214 articles of clerkship 
were registered during the month of October, making 
a total of 1,115 since January et, 1951, as compared 
with 1,185 in the previous year. 


American Institute of Accountants 


The Council received the report of Mr Alan S. MacIver, 
Secretary of the Institute, on his visit to the sixty- 
fourth annual meeting of the American Institute of 
Accountants held at Atlantic City from October 6th 
to roth, 1951. 


Nederlands Instituut van Accountants 


ie- Council received the report of Mr Douglas A. 
Clarke, LL.B., F.C.A., on his visit, as representative of the 
Institute, to the Yearday of the Nederlands Instituut 
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‘van Accountants held in Amsterdam on October 6th, 
1951. A unanimous vote of thanks.was passed to 
Mr Clarké for undertaking to visit Amsterdam on 
behalf of the Institute. 


Deaths of Members 


The Council received with regret the Secretary’s report 
of the deaths of the following members: 


Mr Hugh Vaughan Blackstone, A.C.A., London. 
» Robert Joseph Brandon, F.c.a., Clifton-on-Teme. 
» Henry William Southcott Burge, A.C.A., London. 
» Richard Ecroyd Clark, a.c.a., Hanley. 
» Wilfrid Simpson Heslop, F.c.a., Newcastle upon Tyne. 
s» Tom Selwyn Jones, F.c.a., London. 
» Christopher Charles Tollit, M.A., F.c.A.. New York. 
» Lionel Henry West, F.c.a., London. 
» Ronald Casson Whineray, F.c.A., Barrow-in-Furness. 
» Frank Wilkinson, A.C.A., Manchester. 


THE HULL, EAST YORKSHIRE AND 
LINCOLNSHIRE SOCIETY OF CHARTERED 
| ACCOUNTANTS 


ae 
The biennial-dinner of The Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants was 
held in the Guildhall, Hull, on Friday, November gth, 
1951, with Mr G. B. Robins, F.c.a., President of the 
Society, in the chair. Members and guests numbering 
over 140 were received by Mr Robins, Mr C. W. Boyce, 
C.B.E., F.C.A., President of The Institute of Chartered 
Accountants in England and Wales, and Col. N. B. 
Hart, opp, T.D., D.L., M.A., LL.B., F.C.A., Vice-President 
of the Society. 

Among the guests were Mr W. R. Austen Hudson, 
Member of Parliament for North Hull; Mr Norman 
AN. Slack, President of the Hull Incorporated Law 
Society; Mr A. H. Pike, President of the Hull and 
District Centre of the Institute of Bankers; and 


‘Messrs W. Barr (Secretary, Hull Incorporated Chamber 
of Commerce and Shipping); T. Fleming Birch, F.c.a. 
(President, Leicestershire and Northamptonshire Society of 
Chartered Accountants); Harold Bolton, F.c.a. (President, 
Leeds, Bradford and District Society of Chartered Account- 
anis), J. Camamile, F.C.A. (President, Lincoln and South 
Lincolnshire Group of the Society); G. D. F. Dillon, B.A., 
E.C.A, (President, London and District Society of Chartered 
Accountants); Col. A. J. Downs, T.D., F.C.A.; Mr Derek 
du Pré (Editor, ‘The Accountant’). 

Messrs Eric Edwards, M.B.E., A.A.C.C.A. (President, Hull 
and District Society, Association of Certified and Corporate 
Accountants), Wilfrid B. Gowers, ¥.c.a. (President, Sheffield 
and District Society of Chartered Accountants); D. J. Hadley, 
F.C.A. (President, Birmingham and District Society of 
Chartered Accountants); E. Haycock (President, Hull and 
District Chamber of Trade); E. J. R. Hett, J.P. (President, 
Lincolnshire Incorporated Law Society); M. W. Jones, 
B.COM., F.C.A. (President, Manchester Society of Chartered 
Accountants). 

Messrs T. C. Kettlewell, ¥.1.c.8. (President, Goole 
“Chamber of Commerce and Shipping); A. Macdonald, 
F.S.A.A. (President, Incorporated Accountants’ Hull and 
District Society); Alan S. Maclver, M.C. (Secretary, Institute 
of Chartered Accountants in England and Wales); T. B. 
MacKim (Managing Editor, ‘Hull Daily Mail’);'T. W. Mac- 
krill, F.c.a. (President, Chartered Accountant Students’ 
Society of Kingston upon Hull); F. M. Medhurst, M.B.E. 


BIENNIAL DINNER 


(President, Hull Incorporated Chamber of Commerce and 
Shipping). 

Messrs A. G. Pearson, F.c.a. (President, Grimsby and 
North Lincolnshire Group of the Society); C H. Pollard, 
O.B.E., F.L.M.T.A. (City Treasurer, Kingston upon Hull); 
Col. A. V. Rhodes, M.c., T.D., J.P. (Registrar, Kingston upon 
Hull County Court). 

Messrs D. Patrick Shackles (Hon. Secretary, Incorporated 
Law Society); N. S. Staveley (Hon. Secretary, Chartered 
Accountants Students’ Society, Kingston upon Hull). 

Mr Cyril E. Taylor, F.a.1. (President, Hull Institute of Estate 
Agents); H.M. Inspectors of Taxes of the five Hull Districts, 
together with H.M. Inspector of Taxes from Selby; Managers 
of the principal local branches of the Midland, National 
Provincial, Barclays, Martins, Yorkshire Penny, Williams 
Deacon’s Banks, and the Actuary of the Hull Savings Bank. 


43rd Year of Queen Victoria’s Reign 


The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Mr Norman 
W. Slack, in the absence of Mr H. B. Hylton-Foster, 
K.C., M.P., who was unable to attend the dinner owing 
to Parliamentary and other duties. 

In the course of his speech, Mr Slack quoted from 
the petition attached to the original Charter of the 
Institute and compared the position of members of the 
Institute in the 43rd year of Queen Victoria’s reign 
with their position today: 

*Income-tax was then very small ~ about 2d I think — and 
the temptation of your clients to do wrong must have been 
very small and your duties to keep them on the right and 
narrow path must have been very easy.’ 


Activities of Unqualified Accountants 

In the course of his reply to the toast Mr C. W. 
Boyce, C.B.E., F.C.A.,. President of The Institute of 
Chartered Accountants in England and Wales said: 

-Yesterday I presided at the annual meeting of the 
representatives of the district societies and of the Council. 
A considerable number of interesting points were raised 
and a very full discussion took place on each of them. 
Complete notes are taken of the views expressed by the 
various speakers and I can assure you that full consideration 
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is given to those views by the appropriate committees of 
the Council. 

“Two societies with large rural areas raised the question of 
the growth and activities of unqualified accountants. I have 
no doubt that our members in the country districts feel 
the competition from unqualified persons and organizations 
whose standards fall below those of the recognized bodies 
to a far greater extent than those practising in the larger 
towns. 

‘It is no secret that what has been called co-ordination 
of the profession has been under discussion for several years 
past and many proposals have been critically examined. An 
acceptable solution has not yet been found, but the respon- 
sible Committee is still actively engaged in trying to find 
one which will meet with the approval of our members. 


NOTTINGHAM CHARTERED ACCOUNTANT. ` 
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The designation ‘chartered accountant’ is one of which we 
of the Institute are justifiably proud, and the Council will - 
not take any steps which might tend to a lowering of the ' 
high standard of professional efficiency and conduct which” 
has been built up during the past seventy-one years.’ 
(Hear, hear.) . 

A toast to ‘The trade and commerce of East Lincoln- 
shire and Yorkshire’ was proposed by Mr Robins, who 
made ‘the human element’ a feature of his delightful 
speech; it was answered by Mr W. R. Austen Hudson, 
M.P. Col. Hart proposed ‘Our Guests’, Mr Pike replied; 
and the proceedings concluded with an expression of 
appreciation to the Hon. Secretary, Mr A S. Freeth 
Oliver, F.c.a., by Mr Robins. 


STUDENTS’ SOCIETY 


History was made in Nottingham on the evening of 
Friday, November oth, at the Victoria Station Hotel, 
when the Nottingham Chartered Accountant Students’ 
Society — though one of the oldest in the country — held 
its first independent dinner. 

The company of well over 100 members and guests 
was presided over by Mr C. L. O’Callaghan, A.C.A., 
AS.A.A., President of the Society. The principle guests 
were Councillor Sydney Hobson, Sheriff of Notting- 
ham (deputizing for the Lord Mayor of Nottingham 
who was indisposed), Mr E. G. Turner, M.C., F.C.A., a 
member of the Council of The Institute of Chartered 
Accountants in England and Wales (representing Sir 
Harold Howitt, G.B.E., D.S.0., M.C., F.C.A., who also was 
indisposed), His: Honour Judge A. C. Caporn, and 
Professor Robert Peers, 0.B.E., M.C., M.A., J.P., Deputy 
Vice-Chancellor of the University of Nottingham. 

Other guests included: 

.- Messrs J. G. S. Abbott (H.M. Senior Inspector of Taxes); 
L. R. Allen, D.S.O., 0.B.E. (President, Nottingham: Chamber 
of Commerce); D. W. Aylett (President, Nottingham Funior 
Chamber of Commerce); C. W. Bingham, T.D., F.c.a. (Vice- 
President, Nottingham Chartered Accountant Students’ 
Society); J. Boydell, F.S.A.A., F.1.M.T.A. (City Treasurer of 
Nottingham), E. P. Broome, F.c.a. (President, Nottingham 
Society of Chartered Accountants); W. W. Fea, B.A., A.C.A. 
(Member of the Taxation and Research Committee, Institute 
of Chartered Accountants in England and Wales). 

Messrs P. F. Granger, F.c.a. (Member of thè Council, 

Institute of Chartered Accountants in England and Wales); 
S. Lloyd Jones; C. J. Mason, F.c.a.; A. C. G. Rothera 
(Vice-President, Nottingham Law Students’ Society); P. W. 
Skinner, F.S.A.A. (President, Incorporated Accountants’ 
District Society of Nottingham, Derby and Lincoln), A. E. 
Webb (Assistant Editor, ‘The Accountant’). 
. Following the loyal toast, the toast of “The Lord 
Mayor and the City of Nottingham’ was proposed in 
a well-turned and witty speech by Mr C. W. Bingham, 
Vice-President of the Society. The Sheriff of Nottingham 
conveying good wishes from the Lord Mayor, replied. 

In proposing the toast of ‘The Institute of Chartered 
Accountants in England and Wales’, His Honour Judge 
A. C. Caporn appealed to students to foster and pre- 
serve ‘one of the few remaining assets left in this 
land of ours’ —a reputation for straightforwardness in 
financial matters, be they public or private; 


‘Public Enemy No 2? 
Replying, Mr E. G. Turner, M.C., F.C.A., paid tribute 


to Sir Harold Howitt’s personal prestige and referred 
to the fact that he was to be President of the Sixth 
International Congress on Accounting to be held in 
London next year. Proceeding, Mr Turner described l 
himself, amid laughter, as ‘public enemy No. 2’. By 
this he meant his vice-chairmanship of the Examination , 
Committee of the Institute. In regard to examinations it - 
was the job.of the Committee and the examiners to work 
hard to see that only the best were turned loose on the 
“unsuspecting public’. (Laughter.) . 

‘Examiners are told clearly at the outset there are two 
things we do not want’, said Mr Turner. Firstly, they were 
not merely required CG show us how clever they are’. 
Secondly, they were not in possession of the pass mark. Only. 
the chairman, the vice-chairman and the moderators knew 
the pass mark. 


Merit- the Only Determining Factor 


Mr Turner continued that the moderators’ job was, 
to see that a general level of severity in the examina- 
tions was maintained. The greatest endeavours were; 
made to ensure that the standard was kept at a 
level neither more nor less severe. There was no limit: 
to the numbers who were allowed to pass -the ole? 
determining factor was the merit of the candidate. 

. The toast of “The Nottingham Society of Chartered’ 
Accountants and the Nottingham Chartered Account- 
ant Students’ Society’ was proposed by Professor 
Robert Peers, and was responded to by Mr EP 
Broome, F.c.A., President of the senior society, and Mr, 
O’Callaghan. Mr Broome advocated increasing contact 
between members of the senior and junior societies;: 
and was happy to state that Nottingham had a most 
progressive and successful education scheme. R 

Mr O’Callaghan said there was a more important con~ 
sideration than passing examinations. It was integrity.. 
He read a telegram from Sir Harold Howitt expressing 
good wishes and recalling happy memories of his 
Nottingham days; a presentation clock was a treasured 
reminder of Sir Harold’s early secretaryship of the, 
Nottingham Students’ Society. (Applause.) 

The toast of “The Guests’ was admirably > 
by Mr P. R. Hannah, a student, and was responded to, 
by Mr L. R. Allen, po, O.B.E. 

The whole occasion was- one of dignity — in hick, 
Mr Michael A. Foulds, who most ably performed the 
duty of toastmaster, played no small part — mingled 
with a great deal of wit, good humour, and wisdom. 
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NOTES AND NOTICES ` 


Personal 


Messrs ES T. Niven & Co, Chartered Accountants, 
of 4 Queensferry Street, Edinburgh, 2, announce 
that Mr C. H. O. TULLOCH, GA. has been assumed a 
partner in the firm. 

Messrs Hopcson, Harris & Co, Chartered Ac- 
countants, announce that they have opened offices 
at 15 South Charlotte Street, Edinburgh, 2. Tele- 
phone: Edinburgh 34718. 

Messrs WALTER HUNTER, BARTLETT, THOMAS & 
"Cp, Incorporated Accountants, of 24 Bridge Street, 
Newport, Mon, announce that as from November 
Ist, 1951, they have taken into partnership Mr 
C. H. Dawson, a.s.a.a. The name of the firm will 
remain unchanged. 

Mr Maurice C. Homes and Mr Harry Price, 
Chartered Accountants, of 4 High Street, Hailsham, 
announce that they have entered into partnership 
with Mr Rowan Weis of 2 Kirby Croft 
‘Chambers, North Street, Hailsham, and the combined 
practice will be continued under the name of Homes, 
-Price & Wers, at the former address. Mr Hoes 
and Mr Price are continuing to practise at 21 
Gildredge Road, Eastbourne, in the name and style 
of HOLMES, Price & Co., Chartered Accountants. 

Messrs WRIGHT, STEVENS & Lioyp, Chartered 

Accountants, of Norfolk House, Laurence Pountney 
Hill, London, EC4, announce that as from November 
Ist, 1951, they have taken into partnership Mr IAN 
MURDO MACDONALD, A.C.A., A.S.A.A., who served his 
articles with Mr C. Srevens and has since been a 
member of the staff for some years. 
|. Messrs SporrorTH & PRINCE, Chartered Account- 
ants, of Clifford’s Inn, Fleet Street, London, EC4, 
announce that Mr MICHAEL GORDON SPOFFORTH, 
A.C.A., has been: admitted. to partnership as from 
‘October Ist, 1951. 
Messrs PEAT, Marwick, Mircue.t & Co announce 
that their Newcastle office is now situated at 17 
Eldon Square, Newcastle upon Tyne, 1. Telephone 
2881 5-9. 

‘Messrs W.-Y. THomson & Co, Chartered Ac- 
countants, of 16-18 Clapham Junction Approach, 
London, SWir, and Clifton Buildings, Avenue Road, 
Freshwater, Isle of Wight, announce that they have 
‘admitted to partnership as from October 1st, 1951, 
Mr Derek BERNARD STRETTON, A.C.A., and Mr JOHN 
‘Norris DAVIE, A.C.A., both of whom have been with 
the firm a number of years. The name of the firm will 
remain unchanged. 
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Messrs Bourner, Buttock & Co, Chartered 
Accountants, of Hanley; Stoke on Trent; Leek, 
Staffs; Congleton, Cheshire, and St Austell, Cornwall, 
anncunce with regret the death on October 24th, 
1951, of Mr RICHARD Ecroyp CLARK, A.C.A., who - 
had been a partner in the firm since 1931. 

Mr W. E. PRICE, F.c.a., of 7 St Stephen’s Street, 
Bristol, 1, announces that ‘he has taken into partner- 
ship, as from November et, 1951, Mr D. J. Courtney, 
A.C.A., who has been associated with him for some 
years. The style of the firm, Messrs WILLIAM PRICE 
& Co, Chartered Accountants, remains unchanged. 


Professional Note 


Regent Oil Co Ltd announce that Mr J. Becke, 
M.B.E., T.D., A.C.A., has been appointed commercial 
director of Regent Oil Co Ltd with effect from and 
including November 5th, 1951. Mr Becke was 
previously the business manager of the company. 


Public Works Loan Board 


Ss Rates INCREASED 

The Treasury has announced that following the 
Chancellor of the Exchequer’s recent announcement 
in the House of Commons that the long-term rate of 
interest on advances to local authorities by the Public 
Works Loan Board is to be increased from 3 per cent 
to 3% per cent, loans advanced to local authorities by 
the Hoard on and after November roth, 1951, until 
further notice, shall carry the following rates of 
interest: 

Loans for not more than 5 years, 2 per cent. 

Loans for more than 5 years but not more than 

I5 years, 3 per cent. 

Loans for more than 15 years, 3} per cent. 

The rates of interest which were previously in 
effect, since January 1948, were 2 per cent, 24 per 
cent and 3 per cent respectively; the rate for loans for 
not more-than five years is thus left unchanged. 


‘Building Society Mortgage Interest ` 


The following statement was issued on Friday of 
last week by the Council of The Building Societies 
Association: 

At its ordinary monthly meeting today the 
Council’s attention was drawn to statements in 
several newspapers foreshadowing an increase in the 
rate of interest payable on mortgage advances made 
by building societies for house purchase. The 
Council, having reviewed the present position, has 

- decided to recommend no change in the rate of 
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interest charged on these advances by building 
societies. While the Council must obviously be 
guided by future trends, it is and always has been 
the Association’s endeavour to make home-owner- 
ship available at the least possible cost. 


The Dublin Society of Chartered 
Accountants 


A The annual’ general meeting of the Dublin Society 
of Chartered Accountants was held at the Engineers’ 
Hall, 35 Dawson Street, Dublin, on Thursday, 
October 18th, 1951, with Mr D. McC. Watson, 
F.C.A., in the chair. 

In moving the adoption of the report of the com- 
mittee and of the accounts, the chairman referred 
to the removal of the Society’s library to a building 
recently purchased by the Institute of Chartered. 
Accountants in Ireland, at 7 Fitzwilliam Place. The 
new accommodation is a great improvement on the 
old, and it was hoped that members would benefit 
considerably from the change. During the year a 
number of luncheon ‘meetings had been held and 
addressed by guest speakers on a variety of interesting 
subjects, while the annual golf competition had been 
the most successful for many years with a total entry 
- of fifty-two. 

A very full and interesting discussion took place 
on the future programme of the Society, and the 
hope was expressed that members would make full 
use of the facilities offered to them of meeting 
socially, and of joining in the discussions of subjects 
of interest to the profession which were held from 
time to time. 

The office bearers elected for the ensuing year are 
as follows: 

Chairman: Mr C. F. Smith, F.c.a. 

Vice-Chairman: Mr K. Briscoe, F.C.A. 

Hon. Secretary: Mr D. W. Pratt, a.c.a. : 

Hon. Treasurer: Mr G. L. M. Wheeler, A.C.A. ` 

Committeé: The Chairman, Vice-Chairman, Hon. 
Secretary, Hon. Treasurer, and Messrs P. Butler, 
F.c.A.. H. H. Forsyth, r.c.a., E. A. Grace, A.C.A., 
J. Malone, a.c.a., H. W. Robinson, F.c.a., D. McC. 
Watson, F.C.A. 

The Institute of Actuaries 

An ordinary general meeting will be held’ in the Hall 
of the Chartered Insurance Institute, 20 Alderman- 
bury, EC2, on Monday, November 26th, at 5 p.m., 
_at which there will be a discussion on a memorandum 
prepared by the Joint Mortality Investigation 
Committee entitled ‘Mortality of life office annuit- 
ants’, Copies of the memorandum. may be obtained 
by application to the Assistant Secretary. Members 
may bring guests. 
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The second London regional conference, of which 
the general theme will be ‘The problem of the 
expanding business’, will be held on December 8th, 
at the Waldorf Hotel, Aldwych, WC2. Papers will 
be presented by: Mr A. F. Stewart, of the BIM. 
Personnel Division, on “The personnel problem’; 
Mr F. G. English, M.1.PROD.E., on “The production 
problem’; Mr W. Coutts Donald, C.A., F.c.W.A., on 
“The financial and accounting problem’. At luncheon 
the guest of honour will be Mr J. B. Kinross, General 
Manager, Industrial and Commercial Finance Cor- 
poration. 


Annotated Tax Cases Eé 
Part four of Volume XXX of the Annotated Tax 
Cases, edited by Mr Roy Borneman, of Gray’s Inn, 
Barrister-at-Law, is published today; by Gee & Co 
(Publishers) Ltd, London, and contains reports, with 
notes on the judgments of the following cases: 
St Aubyn Estates Ltd v. Attorney-General (H.L); 
D’ Avigdor-Goldsmid v. CIR (C.A.); Dale v. CIR 
(K.R.); Higgs v. Olivier (Ch.D.); Lamson Paragon 
Supply Co Ltd v. CLLR. (Ch.D.); Rex v. Morleston and 
Litchurch Commissioners; ex parte G. R. Turner Lid 
(K.B.D.). Se? 

SEVENTY-FIVE YEARS AGO 
From Che Accountant op NOVEMBER 18TH, 1876 
Extract from ‘Noctes in Passing’ 
© An Accountant and Builder 

A person describing himself as ‘an accountant and 
builder’ has recently been examined in the Glasgow 
Bankruptcy Court. It would seem that he at first 
started with the noble resolve of being an accountant 
only; but owing to some unfortunate circumstances — 
possibly an inadequate knowledge of arithmetic — he 
was always in difficulties. Whether he then entirely, 
withdrew himself from his professional pursuits still 
remains in obscurity; but that he for a while turned 
his energies to a sort of itinerant house-furnishing is 
sufficiently clear. The fickle goddess, however, still 
fled from his embraces, and in furnishing other 
people’s houses he succeeded in unfurnishing- his 
own by incurring a loss of some £300. But hope 
spring’s eternal even in a house-furnishing account- 
ant’s breast, and we next find him engaged in certain 
building transactions which, it is pathetically remarked. 
‘had not turned out favourably’. This was the last 
straw; the unsuccessful man promptly betook himself 
to the Bankruptcy Court, in connexion with which 
he will probably learn something of the duties of 
accountants who are not at the same time house- 
furnishers and builders. 
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THE ALLOCATION OF 
OVERHEADS 


DES the accountant’s preoccupation, early in his 


career, with the laborious process of posting, the alloca- 

tion of overhead expenses in such a way that the maximum 
of ‘information may be derived directly, or easily deduced, from 
the resultant groupings is not always carried out to the best 
advantage. It is with a view to aiding members in their under- 
standing of this important aspect of accounting, that the Council. 
of The Institute of Chartered Accountants in England and Wales 
has just added to its growing list of useful publications a pamphlet? 
which reviews broadly the technique of allocating overhead 
expenditure and explains some of the benefits to be obtained 
from the process. 

The Council begins its notes by dividing the allocation of 
expenses into two categories, ‘primary’ and ‘secondary’. These 
words are used for identification purposes only and are not 
intended to indicate either the relative degree of importance of 
the two classes or the order in which the allocations they connote 
should be made. ‘Primary’ allocation is intended to denote the 
assignment of expense to those headings which, by their titles, 


- indicate the nature of the expenditure, familiar examples being 


rent, lighting and advertising. The main purposes of this alloca- 
tion are to show ‘the kinds of expense which are being incurred by 
the businéss and to compare the amounts for each kind, year by 
year. It does not, however, show the cost. to the business. of 
individual departments or activities. To obtain this it is necessary 
to achieve a different grouping which, for convenience, the 
Council calls a ‘secondary’ allocation. By this arrangement, the 
expenditure is displayed in relation to the functions of depart- 
ments or cost-centres and can be easily selected and regrouped 
for the two main purposes for which it is designed — ae 
expenditure and ascertaining cost. 

One of the differences between the two types of ilean is 
that whereas the primary allocation is certain, the constituent 
items being factual, the secondary may be uncertain as it involves, 


_in many cases, the apportionment of expenditure on what must 


necessarily be an arbitrary basis. The degree of accuracy achieved 
by the latter depends largely on the time and intellectual effort 
applied to the task. While the bases of allocation should be care- 
fully considered at the outset and constantly brought. up to date 
in the light of changing conditions, it should also be remembered 
that, as well as accuracy, the other virtues most appreciated by 
management in connexion with the presentation of information 
are speed and simplicity. 


1 ‘Notes on the Allocation of Expense’, issued by the Council of The Institute 
of Chartered Accountants in England and Wales. 
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The Council’s notes deal with four special 


points to be observed when making a secondary - 


allocation. The first is that the identity of the 
items in the earlier primary allocation, if one has 
been made, should be preserved for as long as 
practicable and useful. For example, if the charges 
for, say, heating and rent are. to be allocated 
departmentally on the basis of floor space occu- 
pied and those for holiday pay. and timekeepers’ 
wages on the basis of wages paid, then four 
distinct transfers. should be made so that the 


departmental accounts show. the proportion of 


the charge for each item, and not two transfers 
representing the total allocable charge under each 
basis. Secondly, when an individual is responsible 
for any item or items of expense of a department, 
the allocation must be made in a way which will 
reflect his ability to control the expenditure in 


question. For instance, a departmental manager ` 


could not object to a heating charge based on 
metered consumption, but might reasonably do 
‘so if the basis of allocation was on floor space. 
occupied. Thirdly, it is often necessary to allocate 
expense to a department to find the cost of running 
it and afterwards to re-allocate the total thus 
‘ascertained to other departments. Simple exam- 
ples are a works clinic and the power-house. Such 
transfers are generally made at ascertained or 
standard cost, but it may sometimes be thought 
desirable to charge for services at a fair market 
‘value. Thus, the power-house might ‘sell’ its 
current at the Electricity Board’s local rate, with 
the double advantage that the receiving depart- 
ment would be charged at an economic rate and 
the accounts of the power-house prepared on a 
proper profit and loss basis. 


The fourth point is that expenses are usually- 
allocated at their ascertained or estimated or 


standard cost, but it may be considered more 
equitable to charge an economic rate, as in the 
case of inter-departmental transfers referred to 
‘above, or, where identical services are charged 
to a production department at differing rates, to 
fix an average. An instance of the latter might be 
‘depreciation -calculated on similar machines 
bought at varying prices. Any differences between 
ascertained cost and notional or standard amounts 
charged to departments would normally be 
shown as variances. 

. The last. part of. the. Council’s pamphlet. 
elaborates the chief purposes of secondary:alloca- 
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tion which, as already stated, are control of 
expenditure and ascertainment of cost. Control 
is exercised by a comparison of expenses with 


, those of previous periods, or. with figures ranging 


from a modest expenditure budget to a fully- 


fashioned system of standard costs. "The break- 


down of expenses afforded by a secondary alloca- 
tion also helps to define more exactly the bound- 
aries of individual responsibility for differences 
between estimates and actual:results.. 

In any manufacturing business, costs: have to 


_ be ascertained for many purposes, among then 
reviewing the profitability of products, determin- 


ing selling prices, valuing stocks, complying with 
price-control regulations; providing information 
for government departments, deciding whether 
it is cheaper to manufacture certain components 
or to buy them from outside, and assessing the 
relative value and effectiveness of the various 
activities within the business. For each of these, 
the build-up of costs will almost certainly vary, 
so that the framework of a secondary allocation 
must be sufficiently comprehensive, detailed and 
adaptable to offer a logical and accurate selection 
of expense items appropriate to the particular 
cost to be ascertained. In considering, for example, 
the selling price in relation to the cost of a. 
product, warehouse and selling charges would be 
included but they would be excluded as irrelevant 
if the problem was to decide whether to manu- 
facture a component in the factory or to’ buy it 
ready-made from outside. On the more genä 
methods of applying non-manufacturing expenses 
to product costs, the Council gives some sound 
advice and it concludes by stressing, with reasons 
and examples, the desirability of so designing the 
form of a secondary allocation as to preserve the 
distinction between fixed and variable expenses 
in order that costs, derived therefrom, may show 
the effect of both including and excluding the 
elements of fixed expense. 

Altogether, the Council is to be ‘congratulated 
on a publication which should help considerably 
towards a clearer understanding of costs. The 
subject-matter, to an accountant, may not appear 
profound — or is that an illusion caused by the 
Council’s skill in clarity. of exposition? — but even 


if it is a case of ‘what oft was thought but ne’er 
so well expressed’, 


the impetus to . further 
reflection which the pamphlet is sure to promote, 
is ample justification for its welcome appearance. 
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ACCOUNTS FOR EVERYMAN 
A PLEA FOR CLARITY 


_by J. HALLIWELL, 


T one time the annual accounts of a business 
A“. virtually the sole concern of the 
proprietors, and requests by the Inland 
Revenue authorities for copies of these accounts 
were felt to be almost an impertinence. Today, 
however, copies of annual accounts are sent to 
the appropriate Inspector of Taxes as a matter 
of routine, and recent years have seen other 
sections of the community taking an increased in- 
terest in the results shown by published accounts, 
particularly those. of the large public companies. 
Governments regard ‘profits’ as a natural: 
source of funds to support programmes of social 
welfare, defence and nationalization. Trades 
unions quote published profits in support of 
demands for higher wages or better working 
“conditions for-employees,.and, comment on the 
profits of big companies is no longer confined, 
to the financial pages of newspapers. 

When accounts were: simply the concern of 
the proprietors of a business, the form in which 
they were presented could vary considerably 
-within the requirements of the Companies Act, 
provided the proprietors understood what they 
meant. Now that the accounts are of wider 
interest, the manner of presentation and the 
words employed frequently lead to misunder- 
Standings. S 

Interpretation of Accounts 
“The Companies Act defines the legal responsi- 
bility of the auditor, but it is becoming increas- 
ingly obvious that it is in the interests of their 
employers that accountants and auditors should 
consider more than the requirements of Acts of 
Parliament and the Inland Revenue authorities. 
If the accounts published by industrial organiza- 
tions are going to be used in arguments which 
may. affect the financial position of industry, it is 
vital to avoid misinterpretation of those accounts. 

The general public usually finds it difficult to 
understand the conventional form of published 
accounts. Recognizing this, many large organiza- 
-tions are experimenting with more informative 
financial statements issued as. appendices to the 

ual accounts — statements which usually show 
clearly the net worth of the business. Admittedly 
this information can be calculated from the. con- 
ventional form of balance sheet, but the general 
public should not be expected to consult an 


A.C.A., A.M.LIA. 


` accountant to interpret published accounts. It is 


not necessary for accountants to call attention to 
their mathematical ability by producing balance 
sheets which flaunt totals which agree with each 
other, but which mean nothing and serve no 
purpose. 
, Terminological Vagueness 
The word ‘profit’ is possibly the most over- 
worked word in the business dictionary today. 
Distinctions between gross profit, net profit, 
taxable profit and divisible profit are usually 
ignored in political discussions and are not under- - 
stood by the majority of the population. This is 
hardly surprising, as accountants themselves are 
not always consistent in applying these terms, but 
any lack of clarity may be a serious matter in 
these days when many people appear to regard 
the making of profit as reprehensible. 
Industrialists often find themselves most un- 
certain about what is meant. by ‘cost’. During the 


_war, the various organizations set up to maintain 


efficient operation of industry under emergency 
conditions, found an almost unbelievable diver- 
gence of interpretation of ‘cost’. Even the various 
government departments were not consistent in 
the methods used to determine cost. 

The existence of these problems is recognized 
by the various attempts which have been made to 
deal with particular aspects in a somewhat piece- 
meal fashion, and it is suggested that.the prestige 
of accountants would be enhanced if their pro- 
fessional bodies would take positive action leading 
to the publication of accounts which. would be 
clearly understood by that well-known individual 
the ‘man in the street’. It would be encouraging 
to see all annual accounts accompanied by a 
financial statement showing clearly the fixed 
assets of the business, its working capital, and the 
net worth subdivided to show the sources of that 
net worth, e.g. share capital, long-term advances 
or undistributed earnings. 


Some Suggestions 
As a first step, the writer suggests, a committee 
might be set up to consider the problem and 
determine whether it is practicable to make 
recommendations for the guidance of those pre- 
paring annual accounts and other published 
financial statements. The deliberations of the 
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committee might also embrace the preparation 
of a dictionary of accounting terminology, giving 
clear definitions of the recommended limitations 
of meaning to be attributed to various terms in 
general use. 

That misleading term ‘gross profit’ could, for 
instance, be superseded by an alternative expres- 
sion such as ‘manufacturing margin’ or ‘trading 
margin’, While the word ‘profit’ might perhaps 
be reserved for the actual net increase in the worth 
of a business after providing for taxes and setting 
aside any sums necessary to maintain the fixed 
assets. Other so-called ‘profits’ might be described 
as ‘earnings’. The difficulties implicit in any 
attempt to standardize the compilation of cost are, 
of course, considerable, but it would be better to 
achieve some measure of standardization than to 
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allow the current lack of uniformity to continue. 
At present, an accountant, asked for his opinion 
on the equitability of a certain cost, must invari- 
ably preface his answer by the not unfamiliar 
phrase ‘it depends what you mean by .-. .’ 

Whatever the political views of future govern- 
ments may be, there is no doubt that the interest 
of the community in the affairs of private enter- 
prise will be maintained, and accountants will be 
expected to make quite clear what is meant by 
the published financial results of industrial and 
commercial effort. This, in the opinion of the 
writer, would be no small contribution towards‘a 
lessening of the misunderstanding and mis- 
representation which are among the prime causes 
of disputes and distrust between capital and 
labour. 


THE EFFECT OF TAXATION UPON: 
INDUSTRY AND THE INDIVIDUAL 


by E. G. TURNER, M.C., F.C.A. 


HEN I was asked to read a paper with this 
` \ \ / title my first reaction was that there would 

be no difficulty in finding material for it. 
Later, when I began to put my thoughts on paper, 
I realized that a very large book could be written upon 
the subject - and a depressing book it would be. 

-It is impossible in the time at my disposal, and 

within the limits of your patience, to deal with the 
subject exhaustively and I can only hope to provoke 
thought and discussion. I am conscious that much of 
what I have to say will be well known to you all, 
though you will probably not agree with me that the 
conclusions I reach, or the inferences I draw, are 
correct. If you do not, you will have an opportunity 
later of expressing your dissent. 
. I must make it quite clear at the outset that the 
opinions expressed in this paper are my-own and in 
no way represent the views of the Council; indeed it 
is possible that some of my Council colleagues may be 
among my first critics. 


Definitions 


` First, let me define the terms — Taxation, Industry 
and Individual- in the sense in which I shall use 
them in this paper. 

By ‘Taxation’, I mean all the methods of extracting 
cash from the pockets of the community, either by 
means of direct assessment or by indirect contribu- 
tion to the national exchequer, whether during the 
lifetime of the taxpayer or after his death, which the 
ingenuity of successive Chancellors has devised. I do 
An address delivered on October 13th, 1951, at the twentieth 


autumnal meeting of The Institute of Chartered Account- 
ants in England and Wales, held at Torquay. 





not need to particularize these methods, for they are 
well known to us all, but I include, not only income- 
tax and sur-tax, the ‘profits tax and estate duties, but 
also purchase tax and excise duties and even the 
national insurance contributions. 


By ‘Industry’, I mean any form of activity carried 
on for the purpose of earning profit or reward which 
involves the effort of more than one person ‘to earn 
that reward and where the relationship of employer- 
and employee exists within the framework of the- 
organization. In other. words, any activity requiring 
the employment of both capital and labour where the 
decisions of the proprietors will affect the well-being 
of those employed by them. I exclude from this 
definition the activities of those who do not employ 
others, because such people are more appropriately 
dealt with as ‘individuals’. 

By ‘Individuals’, I mean, in addition to the rentier 
and pensioner, all those people who rely entirely 
upon their personal efforts for their reward, and who 
require capital sufficient only to provide the tools of 
their trade or calling, be these merely the clothes in 
which they stand up or the more elaborate equipment 
of the dentist. 


Functions of Government 
Adam Smith, in his Wealth of Nations, written in 
1776, postulated that there were only three functions 
to which a government should attend, namely: 
1. The protection of all its citizens from external 
force or fraud; 
2. The protection of each against force or fraud of 
the others; and 
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3. The provision of other conveniences that are 
to the advantage of all but which nobody regards 
as being his special duty to provide. 


Until comparatively recent times, this Sege 
narrow concept was accepted in this country and 
taxation was levied merely to produce sufficient 
income to balance essential governmental expenditure. 
To budget for a substantial surplus would have been 
regarded as an unwarrantable step and even minor 
extravagances on the part of the administration 
provoked heated debates in both Houses of Parliament. 

The individual was left to manage his own affairs 

-and to carry his burdens without assistance from the 
State. Life was hard for the mass of the people and 
the conditions in which many of them lived and 
worked would not be tolerated today. The fittest 
survived, however, and, for this and other reasons — 
for example, climatic, geographical and traditional - 
developed a sturdiness and independence of character 
that brought greatness and prosperity to this country. 

The system was harsh in many respects and many 
of the weaker members of the community were 
exploited by those with greater ability or economic 
power. No thinking person would advocate a return 

“te-those conditions, but the pendulum can swing too 
far. Too much State aid does not develop enterprise 
or self-discipline in the individual. 

One of the principal aims of government today is 
to improve the lot of the under-dog (an ideal with 
which none of us would quarrel). Taxation is no longer 
levied to balance the essential expenditure of govern- 
ment, but has become a major instrument of economic 
and social policy in levelling out inequalities in the 
standards of life of the various sections of the com- 
munity and in controlling the activities of industry. 

The social services and the family allowances now 

in/operation are indicative of the levelling‘ process, 
“and the imposition of the purchase tax, ranging from 
Loo per cent on luxury goods to 334 per cent on semi- 
essential goods, is illustrative of the attempt being 
‘made to discourage home consumption and to direct 
the efforts of industry into channels which tend to 
increase our export trade or to accelerate the rate of 
production of material for military purposes. ` 

To provide the revenue required to meet the costs 
of achieving, or attempting to achieve, these aims, 
would place a heavy burden upon the community in 
times of peace. To do so, in times when money is 
also needed to maintain an adequate defence against 
external dangers, imposes a greater financial burden 
upon us than was found to be necessary during the 
war. In addition to an enormous increase in the 
amount raised by indirect taxation, more money was 
collected by means of direct taxation in 1949-50 than 
in any of the war years, and the estimates for 1951—52 

-show that the amount to be raised this year is still 
greater, by some {125 million. Some part of this 
burden is said to be intended to counter the inflationary 
effect of too much mioney chasing too few goods. In 
‘my opinion the result is the reverse, for high taxation 
has a tendency to increase the costs of production and 
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to discourage economy in industry, whilst the penal 
‘rates of the purchase tax and other excise duties set 


‘up demands for wage increases which are one of the 


prime causes of inflation. If one also considers the 
effect upon the prices of goods and services of 
burdens such as local rates, the taxes on petrol and 
light oil, and the profit element of the charges made 
for the general post office services, their inflationary 
effect is at once apparent.’ 


Characteristics of Taxation 

In addition to his postulates as to the functions of 
government,. Adam Smith also laid down four 
maxims which he regarded as fundamental in any 
equitable system of taxation, and it may be instructive 
for us to consider these in the light of the experience 
gained since he stated them — nearly two centuries 
ago. These maxims were (in the main I quote his 
words): 


1. That subjects of the State ought to contribute 
‘towards the support of government as nearly as 
possible in relation to their respective abilities 
to do so, i.e. in relation to the revenue enjoyed 
by them under the protection of the State; 

2. That the tax each is bound to pay ought to be 
certain and not arbitrary, and that there should 
be no doubt as to the time of payment, the manner 
of payment and the quantity to be paid. In this 
connexion he stated that certainty as to these 
matters is so important that a considerable degree 
of inequality is not nearly so great an evil as a 
very small degree of uncertainty; 

. That every tax should be levied at the time, or 
in the manner, in which it is most likely to be 
convenient for the contributor to pay it; and 

4. That every tax ought to be so contrived as to 
both take out and to keep out of the pockets of 
the people as little as possible over and above 
what it brings into the public treasury of the 
State. Adam Smith’s elaboration on this point 
is illuminating, for he stresses four matters under 
this heading-(again I mainly quote): 

(a) that the cost of collection shall not be so 
great as to nullify the benefit to the State; 

(6) that the burden of the tax shall not obstruct 
the industry of the people and discourage 
them from applying themselves to certain 
branches of business which might give 
maintenance and employment to great 
multitudes; ; 

(c) that the forfeitures and other penalties which 
‘those unfortunate individuals incur who 
attempt unsuccessfully to evade the tax 
may frequently ruin them and thereby put an 
end to the benefit which the community 
might have received from the employment of 
their capital; and 

(d) that subjecting the people to the Sei 
visits and the odious examination of the tax- 
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gatherers may expose them to much un- 
necessary trouble, vexation and oppression. 


There is little in any of these maxims with which 
we would disagree today. Whether or not we are 
satisfied that these conditions are still being fulfilled 
is largely a matter of opinion. It will be thought by 
many. that the burdens of taxation are not spread 
equitably over the various members of the community 
and that the manner of assessing the amount to be 
paid is much too complicated and therefore uncertain. 
Perhaps the greatest uncertainty today is occasioned 
by too frequent changes in the rates of tax, many of 
which are made for political rather than for fiscal 
reasons, and, moreover, are made with retrospective 
effect. 


_The many complexities of our direct taxation code 
create uncertainties as to the effect the adoption of a 
particular policy will have upon the tax liabilities of 
the business concerned. As a result, business men are 
hampered in their activities in that decisions which 
should be made promptly are frequently delayed, 
and opportunities thereby lost, because they are 
nervous of taking action until they are satisfied as to 
the tax position. 


In my view, far too much time and thought is 
spent by business men and accountants in considering 
the probable effects of taxation in given circumstances 
and endeavouring, quite properly, to choose a course 
of action which will result in the smallest possible tax 
liability. Unfortunately, with taxation at its present 
level, it would be most dangerous to do otherwise. 


The profits tax clearly illustrates how taxation is 
used to control business policy. The higher rate of 
profits tax on distributed profits is designed to dis- 
courage the payment of dividends. Its effect, how- 
ever, is to induce some companies to raise long-term 
capital by way of loan rather than by the issue of 
shares. Carried to extremes, this policy may well be 
dangerous to the companies concerned should bad 
times be encountered, for the non-payment of 
interest will usually be followed by the calling in of 
the loan. Moreover, there is no certainty that the 
next Finance Act will not remove the present advan- 
tage that this means of raising capital affords. 


Volume and Incidence of Taxation 


It is necessary in any consideration of the effect of 
taxation upon a community to consider not only the 
volume of money taken from the pockets of its 
members, but to appreciate its incidence upon the 
various sections of that community. 


The ninety-third report of the Commissioners of 
His Majesty’s Inland Revenue (published in January, 
1951) gives much interesting information. The figures 
I now quote are taken from this and earlier reports 
of the Commissioners, and from the 1951 Budget 
statement made by Mr Gaitskell. j 

-The Exchequer receipts in 1939-40 and 1950-51 


were: 
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1939-40 I950-5I 
£ £ 
f million million 
Inland Revenue, ‘i.e. direct taxes 
including death duties 583 2,038 
Customs and Excise 400 1,630 
Motor Vehicles 34 Gr 
G.P.O. and Sundries 32 249 
£1,049 £3,978 


The drain from the community to the national 
exchequer was, therefore, nearly four times greater 
last year than it was in 1939-40 — the first of the years 
affected by the war. For some years prior to that, thé™ 
total Exchequer receipts were of the order of £800 
million. These figures do not cover the whole of the 
taxation envisaged by my definition because I therein 
include contributions to the national insurance 
scheme. 

According to a report issued by the Treasury in 
April 1951, the national income was two and a quarter 
times greater in 1950 than it was in 1938, i.e. £11,970 
million in 1950, against £5,253 million in 1938. 

In this period, the number of people with incomes 
above the exemption limits for income-tax purposes 
increased from ro to nearly 21 million. In each of 
these years, however, approximately 6 million were 
entirely relieved from the burden of income-tax by 
the operation of allowances, so that the number of 
taxpayers increased in this period from 4 to 15 million. 

This increase in the number of taxpayers arose 
from various causes of which the more obvious are: 


1. The general increase in wage levels; 

2. The lowering of the exemption limits and per- 
sonal allowances at the commencement of the 
war — which have not yet been fully restored; 

3. The influx of women into industry during ‘the , 
` wår ~ many of whom have remained in industiy;_ 
and 

4. The introduction of the P.A.Y.E. scheme 

whereby every non-exempt employee is auto- 
matically charged with tax. 

The income assessed for income-tax purposes in 
1948-49 (after capital allowances) amounted to some 
£8,850 million, of which £5,850 million was assessed 
under Schedule E, nearly £2,400 million under 
Schedule D, and the remaining £600 million under 
Schedules A, B and C. f 

The tax collected under Schedule E in 1948-49 
amounted to £440 million upon an income of £5,850 
million, or approximately 7} per cent. The remaining 
£3,000 million of income produced some {£1,000 
million of income-tax, or approximately 334 per cent. 
This latter group includes tax upon the profits of 
businesses and professions after deductions for 
the allowances due to sole proprietors and partners. 
In addition, sur-tax produced in 1948-49 some {100 
million. 

Ninety per cent of the assessments raised under 
Schedule D in 1948-49 related to sole proprietors and 
partnerships and accounted for some two-fifths of the 
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profits so assessed. Companies and local authorities, 
although only 10 per cent of the numbers assessed, 
earned some three-fifths of the profits assessed, namely, 
sole proprietors and firms £950 million and companies 
£1,420 million. 

In 1909, when sur-tax was first introduced under 
the title of super-tax, income-tax was levied at a 
standard rate of 1s 2d in the £, with lower rates upon 
incomes under {3,000 per annum. Super-tax was 
charged at 6d in the £, upon income in excess of 
£3,000, if the total income exceeded £5,000. 

Today, income-tax is at the standard rate of gs 6d 
(with lower rates for the first two slices of taxable 

income) and sur-tax reaches Ios in the £ at the 
£15,000 level. For a man to have £5,000 of spendable 
income today he must have a gross income (even if all 
of it is earned) of some £65,000. The comparable 
pre-war figure was some £8,000. 

The Chancellor of the Exchequer, in his address to 
the Trades Union Congress delegates at Blackpool 
in August last, stated that if all the excess net incomes 
above £2,000 a year were taken away it would bring 
in only £53 million, thereby showing how little more 
could be obtained by ‘further heavy taxation of the 

Geh, 

“It is evident that, whilst the majority of the ‘gain- 
fully employed’ adult population of this country pay 
income-taxes in varying degree, the heaviest burden 
falls on those who would normally save and invest 
some part of their earnings. These were the people 
who responded to the demands for the ‘risk-capital’ 
required by public companies, and includes those 
owners of businesses who, by ploughing back their 
profits, built up the many prosperous family concerns 
which have conducted so large a part of our industrial 
and commercial activity both at home and overseas. 


Hig! 


= The Effect upon Industry 


Inflation has been taking place throughout the whole 
period of man’s commercial activity, and there is no 
reason to suppose that the process will not continue 
for the remainder of time. The two world wars, 
however, set up economic stresses that have acceler- 
ated the rate of inflation to an alarming degree. 

- The excess profits taxes, introduced for the 1914 
and 1939 wars, were designed, not only to provide 
money for war purposes, but to prevent industry 
from retaining profits made as a result of the national 
misfortunes — ‘profiteering’ as it was called. In my 
view, these taxes did immense harm to the economy 
of this country. They encouraged extravagances of 
all kinds, upset our carefully-balanced wage structure, 
and, by creating a disregard for ‘cost’, forced prices 
up to unprecedented levels. 

The slump which followed the first war did much 
to restore a more realistic attitude towards production 
costs, but the second war, with excess profits tax 
at Lon per cent, income-tax at 10s and sur-tax at 
fantastic rates, brought about a return of many, if 
not all, of the extravagances of the first war period, 
though it must be admitted that these were checked 
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in some degree by the licensing system, rationing, 
and other controls which operated in the second war 
period. 

Since 1945 the world has been short of consumer 
goods, and primary materials have been’ in great 
demand by most countries, firstly, for reconstruction, 
and now for rearmament purposes. This universal 
demand for goods has forced prices up rapidly; 
wages have followed but, as usual, have lagged behind 
so that much industrial unrest has been occasioned. 

In the last two years prices in this country have 
risen more steeply than ever. The rise in prices has 
been due, not only to taxation, but also has been 
affected by other factors, principally the devaluation 
of the £, the stockpiling of primary materials by the 
various governments for rearmament purposes and 
shortages of materials due to the restriction of 
imports in order to close the dollar gap. 

High taxation drains from industry money that 
would otherwise be used for its development and 
for the replacement at enhanced prices of the quantity 
of goods disposed of in the ordinary course of busi- 
ness, such replacement being essential to maintain 
the quantitative capacity of the business. 

The effect of rising price levels upon industry, in 
cenjunction with the drain imposed by our taxation 
code, has been fully dealt with by the Council in 
its Recommendation No. XII. I cannot, in the time 
available, cover this ground again, but one paragraph 
is sufficiently in point to merit its quotation: 


“The basis and scale of taxation in force in Great 
Britain are such that the extent to which profits can 
be retained in businesses for the purpose of adjusting 
under-capitalization (due to rising prices) is seriously 
restricted. The difference between the original 
monetary cost of stocks sold and the amount 
realized on the sale in the ordinary course of busi- 
ness is brought into account for taxation purposes; 
moreover, the allowances for taxation purposes in 
respect of the fixed assets are restricted to an 
amount equal to their original monetary cost. 
Profits are subjected not only to income-tax at Or 
in the £, but also to profits tax in the case of corpor- 
ate bodies and sur-tax in the case of individuals and 
partnerships. The amounts which might otherwise 
accrue in the course of trading and become available 
for meeting increased costs of replacement are thus 
gravely diminished.’ 


It is quite obvious that in times of inflation industry 
has need for more and more working capital in order ` 
tc maintain the same volume of activity; but taxation 
at the rates now in force drains away a large part of 
the cash required to replace the goods that have been 
sold. One has but to look at the increase during the 
last twelve months in the amounts advanced by banks, 
on overdrafts, to realize the extent to which this 
shortage of working capital has been made good by 
borrowings. 

The initial allowances introduced by the 1945 Act 
were designed to encourage manufacturers to moderni- 
ize and extend their plants and, whilst doing no more 
than hasten the reliefs from taxation, already avail- 
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able, in respect of fixed assets, had the effect of easing 
the taxation drain in the period immediately following 
the expenditure of capital on these assets. For this 


reason they were universally welcomed by industry. . 


The suspension of these allowances, in spite of the 
recommendations of the Tucker Committee, was no 
doubt due to the need to divert production to the 
rearmament programme, but it has removed an 
‘encouragement to industry which was greatly valued. 

It is difficult to discover the extent to which the 


burden of death duties has affected the family ` 


business, but the threat of dissolution hangs over 
every business into which its proprietors have 
ploughed back their profits without making provision 
by means of outside investment for the duties payable 
on their death. In many cases it will have been quite 
impossible for the proprietors to have made such 
provision. The premature death of the proprietor, a 
too rapid expansion of the business, the effect of the 
inflationary trend upon the values adopted for estate 
duty purposes and, not least, the formidable rise in 
recent years in the rates of duty are all factors which 
greatly increase this threat. The annual amount 
collected by way of death duties is of the order of 
£200 million. 

The expenditure upon social services, met in large 
measure by contributions by both employer and 
employee, has placed another heavy tax upon both 
of them. 

The combined effect of high taxation (with its 
inflationary effect upon prices) and increasing produc- 
tion costs, which are themselves, in part at any rate, 
the direct or indirect result of such taxation, tends to 
force selling prices up to the limits imposed, either 
arbitrarily, by price controls, or naturally, by the 
amount of money in the pockets of potential con- 
sumers. These circumstances create demands for 
increased wages, and so the cycle continues, with 
mounting prices, lagging wages, and few deriving 
any benefit from the process. 


Incentives 


If human nature were more nearly perfect, the ideals 
of the welfare state might be achieved in large measure, 
but, unfortunately, man does not give of his best 
unless there is some spur to induce him to do so. 

The natural incentives which the welfare state 
tends to remove are the fear of poverty on the one 
hand and the hope of reward on the other. We do 
not yet seem to have been able to find incentive 
schemes to replace them which will operate fairly in 
all cases. The main reward must be in the form of 
money, but there are others — pride in one’s skill, in 
the ability to do a job better than the next man. 

The scale of income-tax rates is such that the burden 
becomes heavier as earnings increase. The rates of 
tax step up steeply, and quite small increases in weekly 
wages bring the next rate into operation. The 
P.A.Y.E. machinery brings the effect of this scale 
to the notice of the wage earner immediately and 
forcibly. Whilst there is little evidence to show that 
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this is a major deterrent, quite obviously it does 
nothing to encourage greater effort. Taxation at 
present levels tends to reduce the effect of the cash 
incentive, which is the one that makes the greatest 
and most immediate appeal to most people. For the 
others, specialization and mechanization have been 
developed to such an extent that most of the old 
craftsmanship has disappeared, and with it the pride 
of job that makes work a pleasure and therefore worth 
doing well. A lack of incentives results in a man doing 
only what he must, thus restricting output, increasing 
costs and selling prices and thereby making it increas- 
ingly difficult for him to purchase the things he and 
and his family need or would like to have. be 


Distortion of Costs 

‘Taxes assessed upon profits are generally regarded 

in this country as appropriations of part of those 

profits to the national exchequer and not as expenses 

incurred in earning them. The expenditure by the 

government upon social services permits the individual 

to omit certain items of expense from his personal 

budget and tends to reduce the demands for wages 

that employees would otherwise make. Subsidies, 

whether they be in respect of food, or in the form of 
family allowances, have a similar effect. In so faras 
the cost of the social services and of these subsidies 

is met out of taxes upon profits, the true wage cost 

is not reflected in the accounts of employers, which, 

as a result, give a misleading picture of the costs of 

production. 

The granting of subsidies on the one hand and on 
the other hand the imposition of indirect taxes on 
beer, tobacco, entertainment, or consumer goods, 
interact in such a way as to make it impossible to 
assess, with certainty, the true cost of living or to 
compare it with that obtaining in other countries. 

Spending habits have changed considerably since— 
the cost-of-living index was last reviewed, and the 
index is now generally regarded as out of date and 
unreliable. 

The welfare state and its planned economies are 
all part of the same theory, and we must accept the 
fact that the present burden and design of taxation 
are, in the main, the result of this theory. Many people 
are too readily persuaded that the wit of man is 
sufficiently astute to plan the working of this world 
in an economic sense, but it is becoming painfully 
obvious that this is not so, and that, whilst economic 
forces can be directed or diverted for a period, they 
will reassert themselves with irresistible power in 
due time. i 

The Effect upon the Individual 
'There is no need for me to dwell upon the economic 
effect of the taxation drain upon the individual, for 
we know the extent of this from our own experience, 
but we ought to consider it from the point of view of 
the weekly wage earner. 

The majority of the people who are paid by the 
week, budget by the week and spend by the week, 
and they quickly feel the effect of any additional 
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burden put. upon their resources. After a man has 
had deducted from his pay his national insurance 
contribution, P.A-Y.E., sick club or pensions contri- 
butions, and has met his union subscription there is 
little enough left to pay for essentials and for the few 
pleasures open to him. When these in turn are put 
beyond his reach by inflated prices, aggravated by 
indirect taxation, it is not surprising that he looks, 
not at the number of pound notes in the packet, but 
at what they will buy. If there are not enough of 
them to let him buy what he has been accustomed to 
buy, then he will demand more. Nothing so quickly 
increases prices as an increase in wages, and yet every 
-pey taken from the pay packet or added to the cost 
of a man’s needs by way of taxation, be it for national 
insurance, income-tax or the tax on beer and tobacco, 
creates a sense of frustration and starts an agitation 
for a wage increase. R 
- The removal of the natural incentives to which I 
have referred, tends to take from the individual the 
sense of responsibility-for his own well-being on theone 
hand, and on the other the urge to improve his position. 

The levelling-down process now in operation, in 
which taxation in its various forms is the principal 
tool;, may well tend, if it continues, to produce a 
nation of mediocrities from which all initiative will 
have been removed. 

The prosperity of this country has been built upon 
enterprise and it is a tragedy that men are tempted, to 
an increasing degree, to transfer their businesses over- 
seas or to form. companies overseas to carry on enter- 
prises which would normally have been managed and 


operated from this country -a matter to which our - 


President drew attention when he was in Birmingham 
in March of this year, and to prevent which the 
Chancellor has found it necessary to introduce penal 
clauses into the latest Finance Act. Such measures, 

rapled with the existing high rates of taxation, will 
do nothing to encourage overseas enterprises to use 
‘this country as a base of operations and they create 
further inducements to men with ideas to seek their 
fortunes outside the United Kingdom. To quote 
The Times of May 7th, 1951: ‘this country, as time 
goes on, will control a wasting and ageing body of 
overseas resources while the new, vigorous and virgin 
resources will pass into other hands’. 


Restriction of Savings 


When the direct taxation drain is considered in 
relation to the reduced purchasing power of the 
pound and to the quadrupled burden of indirect 
taxation, it is evident that the ability of the individual 
to save has practically disappeared. 

Some twenty-five to thirty years ago, most of the 
‘money required by our local authorities for capital 
expenditure for the development of our provincial 
towns was provided by the inhabitants of those 
towns in the form of small loans to their municipality. 
It was rarely necessary for the borough treasurer to 
seek money outside his town. This feature of our 
local government finance has practically disappeared. 
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Investment in private companies by individuals is 
seriously discouraged by the difficulties which arise 
at death in settling the value of shares therein with 
the Estate Duty Office (a matter upon which we have 
already been fully informed by the previous speakers 
at this conference). 

Mr H. Nutcombe Hume, c.B.£., M.C., Chairman of 
the Charterhouse Investment Trust Ltd, in his review 
of that company’s activities in 1950, expressed the 
opinion that the smaller units of production and 
employment are still the backbone of the trade of this 
country but that the private companies were being 
destroyed and their very fabric torn to pieces by death 
duties. He went on to say that hardly a day passed 
without his company being asked to help people to 
dispose of holdings in private companies in order to 
prepare for these duties. 

The ability, or even the wish, of the family business 
to finance any major expansion has gone, and such 
businesses are finding great difficulty in retaining 
sufficient profit to maintain. their existing level of 
activity. 

The individual at every level of income is not only 
unable to save for investment or retirement, but is 
compelled, in many cases, to draw upon any savings 
he may possess to maintain the standard of life of 
himself and his family. 

The spending of savings is hastened by the fear 
that inflation will make them worthless, and many 
prefer to change their money into goods, or to enjoy 
what it will now buy, and to rely upon the State to 
provide for them in their old age. 

The right to participate in any pensions scheme the 
private owner may establish for his employees is, as 
yet, denied to the owner himself and he is compelled 
to rely upon building up a fund of capital out of taxed 
profits so that he may maintain himself when he 
retires. Even when it is possible for him to do so, the 
fund is usually represented by his business assets, 
which can only be realized by winding up or by selling 
the business as a going concern — a step which pre- 
supposes the existence of a buyer. The alternative is 
to find a suitable and trustworthy person to manage 
his business for him until the need to pay death duties 
enforces a sale. These difficulties may be postponed 
for a time, even for a generation, if the owner has a 
son able and willing to follow him, but sons are not 
always either willing or able to do so. The number of 
people with sufficient capital to enable them to pur- 
chase existing businesses (or shares in such busi- 
nesses) or to set up in business on their own account 
is, moreover, rapidly diminishing. 

All these factors have helped to create the position 
that now exists, namely that the main sources of 
money for long-term investment for private busi- 
nesses are, firstly, the institutions (i.e. the insurance 
and certain other companies and the various pension 
funds) and, secondly, the two finance corporations 
set up by the banks at the request of the Government 
to bridge the capital gap as between the private and 
the public company. 
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This drift from private ownership is bound to 
continue with increasing rapidity until the burden of 


taxation is materially reduced. The existing trend: 


can only result in the industry of this country being 
carried on, ultimately, either in very small or very 
large units, the latter being controlled by boards of 
management, the members of which have little or 
no financial stake in the undertaking. 


The Moral Aspect 


Lord Clyde, when President of the Court of Session, 
said: 

‘No man in this country is under the smallest 
obligation, moral or otherwise, so to arrange his 
legal relations to his business or to his property as 
to enable the Inland Revenue to put the largest 
possible shovel into his stores. The Inland Revenue 
is not slow — and quite rightly-—to take every 
advantage which is open to it under the taxing 
statutes for the purpose of depleting the taxpayer’s 

. pocket and the taxpayer is, in like manner, entitled 
to be as astute to prevent, as far as he possibly can, 
the depletion of his means by the Revenue.’ 


Since that time, the practice of introducing retro- 
spective legislation, to counter the avoidance of tax 
by methods which were perfectly proper at the time, 
had greatly increased the powers of the Inland 
Revenue. 


The odds, therefore, are overwhelmingly against 
the taxpayer in any battle of wits with those who 
administer our taxation laws. 


A leading characteristic of the British citizen is his 
instinctive readiness to obey the law, but the present 
burden of taxation, combined with the lack of any 
hope of it being lessened in the foreseeable future, is, 
in my opinion, tending to undermine his morale and 
to make him examine the taxation laws, not with 
respect for their provisions, but with a view to dis- 
covering ways and means of minimizing the strain 
they impose upon his resources. 


The battle of wits is perfectly proper, provided it 
is carried on honestly and that the whole of the facts 
are known to both sides, but the borderline between 
cleverness and fraud is dangerously narrow. 


Lord Scarborough, in a speech at our autumnal 
conference at Harrogate, made these remarks: 


‘The British taxpayer has up to now been a 
remarkably strict and honest payer of his taxes as a 
whole. He wants, of course, to make sure that he 
does not shirk his true liability once it is ascertained, 
and it is in that respect that your profession sets 
such a high standard for its clients as well as your- 
selves. Only today, a business man of considerable 
eminence in this part of the world said to me that the 
highest tribute he could pay to the profession of 
chartered accountants was that he often found it 
difficult to make out whether they were on his side 
or on the side of the Inland Revenue.’ 


In the main, the tough fibre of the moral character 
of the taxpayer in this country has withstood the 
temptation to resort to dishonest means of tax evasion, 
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but it is within the knowledge of us all that the 
temptation has been too strong for some people and 
a concerted drive is being made by the Inland 
Revenue authorities to combat this development by 
increasing their staffs so that they may examine more 
closely the returns and claims submitted to them. 

The need for such a drive is emphasized in the 
report by the Committee of Public Accounts, issued 
in May of this year, which stated that there is ‘a 
serious loss of revenue through failure to make 
assessments or through assessing at less than the 
proper figure’ and that ‘evasion was serious and wide- 
spread’. The report went on to say that there were 
fewer qualified Inspectors of Taxes than before Abr: 
war and that the department had not the staff 
‘necessary to deal with the big cases of under- 
assessment which are thought to exist in the company 
sphere, much less to bring in the 80,000 traders who 
are thought to be escaping the revenue net altogether 
through lack of systematic investigation, nor can they 
grapple with certain methods of evasion which are 
well known and widely practised’. 

These strong words are indicative of a state of 
affairs which is deplorable, for, as the committee 
goes on to say, the Department should be enabled at 
an early date to enforce full and prompt payment 0 
taxes so as to lessen the extra burden which evasion 
of liability places on the general body of honest 
taxpayers and to remove the effect on public morale 
of the belief that well-known methods of evasion 
enable numbers of traders of the less reputable class 
consistently to avoid payment of the taxes due from 

them. 

I leave you to judge against the background of 
your experience the extent to which the Committee 
was justified in making these comments - I believe 
them to be well founded. 

The 1951 report of the Commissioners of Inland 
Revenue shows that over three-quarters of the assess- 
ments raised for 1948-49 upon sole traders related- 
to-profits of less than £500, and I have the feeling that 
the real profits of some of these businesses — many of 
which are doing a cash trade — are not being ascer- 
tained. 

Conclusion 


To sum up; the conception that taxation should only 
be levied to the extent that it was necessary to enable 
the Government to attend to the three basic functions 
postulated by Adam Smith has been expanded so 
that taxation has also become a powerful weapon 
with which to level out inequalities in the standards 
of life of. the various sections of the community, and 
with which to control and direct the activities of 
industry. 

The present drain from industry is such as to` 
endanger its economic health, to diminish seriously 
the possibility of industrial expansion by any but t 
larger units of production, and to make it extremely 
difficult for most businesses to maintain their present 
level of activity. 

The ability of the individual to save is restricted 
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or removed and cash incentives are largely discounted 
by the steep gradations in the rates of the direct 
taxes. These factors together with the menace of 
heavy death duties are creating a drift from private 
ownership which, in my opinion, is most unfortunate 
from the national point of view. 

Last, but not least, is the effect upon public morale, 
as to which I have said enough to indicate the dangers 
of a trend towards self-preservation at all costs. It is 
in this connexion that we, as a profession, are likely 
to be more immediately affected. Our first duty is 
towards our clients, primarily to see that the great 
majority of honest people do not pay more than they 
sould but also to protect, in large measure against 
themselves, people who, hearing of others who have 
used ‘well-known methods of evasion’, are tempted 
to resort to similar practices. 

The members of this Institute of ours have built 
up over the years a reputation for honesty and 
integrity that is second to none, and it behoves each 
of us to guard and enhance that reputation, not only 
in our own interest, but in the interest of our clients. 


At the end of his paper, Mr Turner read the 
following ten quotations from statements by Abraham 
Tinéoln which he thought were Gelee appro- 
Geen 


‘You cannot bring about prosperity by dis- 
Sg thrift.’ 
2. ‘You cannot strengthen the weak by weakening 
the strong.’ 
3. ‘You cannot help strong men by tearing down 
big men.’ 
4. ‘You cannot help the wage-earner by pulling 
down the wage-payer.’ 
5. ‘You cannot further the brotherhood of man 
by encouraging class hatred.’ 
6. ‘You cannot help the poor by destroying the 
rich,’ 
7. ‘You cannot establish sound security on 
a borrowed money.’ 
8. ‘You cannot keep out of trouble by spending 
more than you earn.’ 
9. ‘You cannot build character and courage by 
teking away man’s initiative and independence.’ 
10. ‘You cannot help men permanently by doing 
a them what they could and should do for them- 
selves.’ 


` DISCUSSION 


Opening the discussion on Mr Turner’s paper, Mr E. 
Duncan TAYLOR, F.c.A. (Leeds), said: 

The paper which has been presented to us by Mr 
Turner deals with a subject which is of interest to 
every one of us, both in our daily work and in our 
private lives, and we are indebted to him, both for the 
breadth of his survey and the skill with which he has 
avoided political controversy. 
re Mr Turner made it clear at the outset that the views 
expressed in the paper were his own and not those of 
the Council, and suggested the possibility that some 
of his Council colleagues might be among his first 
critics. So far from being one of Mr Turner’s first 
critics, I welcome the opportunity of stating that I am 
in entire agreement with the conclusions he reaches. 
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` The dangers to which he has drawn attention are, in 
my view, due mainly to the use of taxation as a means 
of re-distributing income and capital. 

While we all desire to help those who are less 
fortunately placed than ourselves, the national income 
can only be raised by the development of new enter- 
prises and by increased production and efficiency and, 
to achieve this, there must be inceritives for everyone, 
whether they be manual workers, skilled craftsmen, 
black-coated workers, or those who risk their savings 
to fcund or develop business enterprises. 

If those who accept risks are to be deprived of a 
fair reward and the fruits of increased effort and 
enterprise continue to be taxed at present rates, the 
ultimate result may well be not only to make the rich 
poor but to make the poor poorer. ... 

When one finds-that as the result of increased 
taxation and inflation the purchasing power of an 
income of £10,000 is now approximately that of an 
income of £2,500 in the year 1938, and that an increase 
from £10,000 to £20,000 merely leaves the taxpayer 
with an additional £475, it is difficult to believe that 
incentives in the higher groups of income are not 
seriously affected.,The fact that the harmful effects of 
high taxation of industrial profits may not have become 
generally apparent is due to restrictions upon capital 
expenditure, to inability to obtain delivery of new 
plant and to the time-lag between the earning of 
profits and the date when taxation becomes payable, 

Although the burden of income-tax and profits-tax 
seriously weakens the ability of industry generally to 
mzke adequate provision for working capital and 
replacement of fixed assets, the greatest danger to the 
continued survival of family businesses, upon the 
success of which British industry has been built, is, 
in my view; the heavy increases in estate duty which 
have been imposed since 1938 and, in particular, the 
increase made by the Finance Act, 1949. Since 1938 
the rate of duty on ‘an estate of £50-£55,000 has been 
raised from 15 to 35 per cent, and on an estate of 
£100-£110,000 from 20 per cent to 50 per cent. Of 
these i increases, 11 per cent and 15 per cent respectively 
ceme into operation on July 3oth, 1949. 

In many cases the total net retainable i income arising 
between the deaths of father and son is insufficient to 
meet the liability to estate duty and it is difficult to see 
how the ownership of a family business of any size can 
be retained for more than one or two generations unless 


‘the law is amended. 


If reduced rates of estate duty can be justified in the 
case of agricultural estates I think there are strong 
grounds for extending similar treatment to capital 
employed in family businesses. 

The Board of Inland Revenue recently stated that 
no case had been produced to show the actual break-up 
of a business by estate duty, but their investigation 
only covered estate duty arising’ in 1948, i.e. a period 
prior to the very heavy increases imposed’ by the 
Finance Act, 1949. 

During the past year I have been engaged in the 
liquidation of an old-established and successful 
business of public works contractors which has been 
discontinued and the assets realized to raise funds for 
the payment of estate duty following the death of the 
principal shareholder in September 1948, and it may 
well be that there are other similar cases. 

While such cases may be rare, there has been a 
growing stream of family businesses which have been 
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either absorbed by large public undertakings or in 
which institutional investors have acquired an interest 
with a view to making provision in advance to meet 
the duties which will become payable on the death of 
the principal shareholders. 

Mr Turner’s definition of taxation tempts me to 
suggest a further point for discussion and that is 
whether the practice of selling foodstuffs below cost 
and meeting ‘the charge on the Exchequer by the 
imposition of higher and more widespread charges for 
purchase ‘tax and excise duties than would otherwise 
be necessary, borne largely by the people who benefit 
by the subsidies, should be continued. 

It seems to me that if subsidies were withdrawn 
and the consequent saving were applied, first, in 
meeting the claims of the needy by raising pensions 
and family allowances and, secondly, in reducing 
purchase taxes and excise duties, there would be 
substantial savings in administration expenses and it 
would no longer be necessary to continue the rationing 
of foodstuffs in ample supply, such as sugar, as a 
means of reducing the loss falling on the Exchequer. 

It is difficult for the layman to assess the effect of 
individual taxes upon the economic well-being of the 
nation, and I for one would welcome an impartial 
inquiry into government expenditure and the effect of 
taxation and subsidies upon the life and industry of 
the country. 

Continuing the discussion, Mr GRAHAM ADAM, M.C., 
F.c.A. (Newcastle upon Tyne), said in the course of 
his remarks: 

A first reading of Mr Turner’s excellent paper 
made it clear, as I expected, that the various points 
which had occurred to me had been very much in the 
author’s mind during its preparation. 

While Mr Turner has left us little or nothing to 
criticize, there is, however, one aspect of the subject 
to which he refers in the paragraph headed ‘Character- 
istics of taxation’,! which is, I think, worthy of even 
more emphasis than it has been given — not only in 
the paper under discussion, but generally ~and that 
is the mental effect of high taxation on us all, from 
those. technically termed the working classes through 
the professional classes even to the high executives of 
large companies and their directors. 

We who spend so much of our time endeavouring 
to understand taxation can appreciate the views of a 
miner, for example, who, having had an unusually 
large amount deducted under P.A.Y.E. for income-tax 
one week, decides to work fewer shifts the following 
week and spend his self-enforced leisure in endeavour- 
ing to keep down the rabbits which are pestering a 
neighbouring farmer, either by arrangement with the 
farmer, or otherwise. (Laughter.) Probably nobody 
would be able to convince that miner that he is being 
taxed, like his friends and the rest of the population, 
according to his income, and that there is nothing 
harsh or peculiar in the treatment accorded to him as 
an individual. So the production of coal suffers. , 

Nor do we, as a profession, fail to appreciate the 
attitude of our members who have joined the various 
nationalized industries in recent years, attracted by the 
high remuneration, pensions, etc., though personally 
I think it regrettable that a newly-qualified young man 
should be thinking of pensions. Nevertheless, as the 
various industries become more and more organized 





1 See page 497. - 
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on a national or large-area basis, some of these employees ` 
are finding their jobs reduced to clerical repetition 
which could safely be entrusted to a competent junior * 
or an intelligent secretary. So the -thorough training 
during articles, and possibly responsible experience | 
thereafter, either in a practising office or in industry, 
are wasted. 

Again, a young professional man, say a dental 
surgeon, sets up in practice and endeavours to reduce 
the great amount of arrears to be made up in this 
country in dental work. He finds, of course, that he is 
doing very well, but is advised by an older fellow 
practitioner or his accountant that he should ease up, 
owing to the fact that the ‘new business’ provisions of | 
the taxing statutes may render it unwise for him 
make a large profit in his first year. And so, he rests 
on his oars when he should be going all out to establish 
a new practice, and lessen the aggregate of human 
misery. I speak with feeling as one who got his first 
dentures at the beginning of this week. (Laughter.) 

Then there is the case of the well-to-do man, who 
formerly invested any spare money in new or old 
enterprises at home or abroad, which offered any 
reasonable prospect of success. He helped in some 
measure to-provide employment, but now keeps a} 
needlessly large sum to his credit in a current account! 
at a bank, where it remains a buried talent except to the 
extent to which the bank can use money repayable- 
demand. 

And so finance is lost to industry. 

But to my mind the worst effect of the present high | 
rates of taxation lies in the absolute obsession which ` 
the subject has become in the minds of everybody, 
including executives and directors of companies. In 
the latter cases this obsession sometimes operates to 
the extent of warping sound judgment on questions 
of policy, formed after careful consideration, or, as 
Mr Turner says, to the extent of delaying decision 
which should be made promptly, until those concerne 
are completely satisfied as to the full implications o 
the proposed action from the taxation angle. Th 
occasions on which complete satisfaction is possible 
are becoming fewer and fewer in these times ate 
retrospective legislation or the effect of some artifici 
transaction clause in a new Finance Act may upset a 
carefully planned and until then perfectly legitimate 
policy; and it seems to me unfortunate, however 
flattering to the profession, that the accountant has 
to tell the directors what they should do, instead of 
being told of the policy decided upon. 

In each of these examples, the country is losing 
something more or less tangible — coal, finance, dental 
services, etc. — but the major loss appears to me to 
reside in the creation of an attitude of mind of the 
‘safety first’ variety, with the consequent loss of initia- 
tive and the pioneering spirit which made our nation 
what it is, both of which are still necessary in a competi- 
tive world if we are to survive as a great exporting 
nation and give our large population the fuller and 
better standard of living for which we all hope. 

Truly, as Mr Turner says, 


‘far too much time and thought is spent" 
business men and accountants in considering the 
possible effects of taxation in given circum- 
stances, and endeavouring, quite properly, to 
choose a course of action which will result in the 
smallest possible tax liability’. 
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-ARE YOU SATISFIED? 


. . . that the happiness and comfort of 
your home and those in it are secure? 
This question arises in moments of 
.. Meditation, and if. the answer-.is in 
_ any way doubtful, it is time 
' for you to take stock of he 
position. 

For small ‘quarterly contri- 
butions the Scottish -Clerks 
‘Association offers you security 
in times of sickness or unem- 
ployment, additional to the 
National Insurance Scheme. 











For full particulars apply to 


Sickness and Disability THE SCOTTISH CLERKS 
es Personal Unemployment AS S 0 C I ATI 0 N 


Life and Endowment Head Office: e) WEST REGENT ST., GLASGOW. C3 
INSTITUTED, 1886 


- London Office: DRAYTON HOUSE, GORDON ST., W.C.1 
Edinburgh Office: 44 FREDERICK ST. 























Junior Endowment (for your children) ` 














BRITANNIC 
Calculating Machines 

... For SPEED and ACCURACY... 

The BRITANNIC Calculating Machine 
can help ‘you to solve your figure prob- 


lems and requires no trained or expert 
operator. 


be 












New models, with tens-transmission 
and automatic Transfer-Device are now 
available for immediate delivery. 





- Model 2BT/T ~ British Precision-built throughout. 
Write for full particulars to: i 
THE MULDIVO CALCULATING MACHINE CO LTD 
49 QUEEN VICTORIA STREET, LONDON, EC4 - - City 3447/8 
Area Offices: Birmingham - Manchester - Leeds - Glasgow — Belfast 
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HAVE SOMETHING 


SOLID ene ae 





Investors, both large and small, have the assurance of 
complete security for money entrusted to this Society. ` 
Capital never fluctuates, earns 2}% per annum with 
income tax paid by the Society, and is accessible on 

l short notice. 


B , Funds exceed £64,000,000 
l INVEST YOUR MONEY WITH THE 


CO-OPERATIVE 
PERMANENT 


BUILDING SOCIETY ` 


(ESTABLISHED 1884) 
NEW OXFORD HOUSE, LONDON, W.C.1 
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“BOTH WAYS” 


Hl. This hardy evergreen of life assurance, —- 


LIMITED 


In all matters 
relating to 


| g a 
COMPANIES 





A d J 
Gx ampa ny Re egis str GN n Ager nis ak > Head Office: 9 St. Andrew Square, Edinburgh, 2 
London Offices : 28 Cornhill, B.C.3. 17 Waterloo Plac 
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Twinlock Wages Systems help ae and SES 

Employees receive in their pay packets replicas of cal- bé P i 

culations from which net wages are computed. Queries y Noe 
are settled immediately. Employers produce their 
essential Wage Records at one writing — saving time and 


eliminating risk of copying errors. - 3 H a | ! , , 
Illustrated folder gladly sent on request. 7 In WAG ES SYSTEM 


PERCY JONES (TWINLOCK) LTD, 37 CHANCERY EAN LONDON, wei ` Telephone: CHA 8971. 


GREATER ACCURACY ie 
WITH LESS LABOUR AND IN SHORTER TIME 
























































WHEN RECEIPTS ARE PREPARED abe o Le 
‘The Manicopy can-also ` ` 
be used for Sales an way 
Purchase Ledgers dÉ 
Cheques and P.A.Y.E. Receipts and Cash Book prepared at 
` i S one - writing. i S 
= — i ` aeo With the MANICOPY “there is nu 
= i S a time wasted’ handling carbons, and alli 
ms i mar = , . emors in transcription are eliminated. 
Aok x steed VENE SD The Cash Book ts a line-by-line entry 
RE n e j - and provision is made for nine analysis 
` “columns. 
A Gleb A Demonstration anywhere in the U.K. without obligation - 





$ te - 



























































NICH phone : WESt Bromwich 0506 Grams : Manifoldia, West Bromwich 


Branch Offices at: BELFAST, BIRMINGHAM, BRISTOL, CARDIFF, GLASGOW, LONDON, LEEDS 
. LIVERPOOL, MANCHESTER, NEWCASTLE-ON-TYNE, NOTTINGHAM, SHEFFIELD, WOLVERHAMPTON 
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WEEKLY NOTES 


Education for Management 


` The report-of the last of the four teams sent to the 
United States by the Anglo-American Council on 
Productivity to study the problems of training for 
industry — in this case, education for management — 
was published last Monday.1 The team notes that 
practically every productivity team which has visited 
the United States has been of the opinion that 
productivity per man-year is higher than in Britain. 
The reasons therefor are, firstly, that Americans 

“believe that the maximum effort is required of every 
individual if the best material standards and the 
enjoyment of a free society are to be preserved, and, 
secondly, that, inspired by this credo and stimulated 
by the American system of higher education, manage- 
ment (which is regarded as a vital factor in determin- 
ing the rate of productivity) is maintained at a most 
efficient level. Business and the universities work 
together very closely (university professors not 
infrequently have seats on the boards of commercial 
companies) for it is generally realized that skill in 

~management cannot come from theoretical training 
alone. In both spheres there is a dominant emphasis 
on the importance of human relations. 

The team considers that as no comprehensive 
study of what is being done to teach administrative 
subjects in universities and technical colleges in 
Britain has been compiled, such a study should be 
undertaken as a matter of urgency. 


Service of Writs and Documents on 
: Companies 


For several years it has been the settled practice that ` 


a writ will not be regarded as having been effectively 
served on a limited company if it is sent by registered 
post. But according to the recent ruling of Mr Justice 
Devlin in T.O. Supplies (London) Ltd v. Ferry 
Creighton Ltd (The Times, November gth, 1951) this 
rule is not in accordance with Section 437 (1) of the 
Companies Act, 1948. 

This provision in the Act of 1948, which corre- 
sponds to Section 370 of the 1929 Act, states that 

‘a document may be served on a company by leaving 

it at or sending it by post to the registered office 
` of the company’, 
The expression ‘post’ is not limited in any way, and 
Mr Justice Devlin considered that it was wide enough 
to cover both registered and ordinary post. He 
accordingly held that a writ which had been served by 
registered post on a company had been properly 
served, notwithstanding that the company in the 
-events that had happened had never received it, and 

-that the registered letter containing the writ had been 

returned through the ‘dead letter’ office to the 
‘plaintiffs. 
‘1 ‘Education for Management’. The Anglo-American Council 


on Productivity, 21 Tothill Street, London, SWxr (4s Gd 
post free). 


What in fact had happened was that the registered 
letter containing the writ had been redirected from 
the defendant company’s registered office to their 
city office. It was received there during a staff holiday, 
by a saleswoman who, declined to accept the letter 
as she thought the contents would be too important 
for her to attend to. 

According to the law as laid down in the above 
case, not only writs but other documents will be 
effectively served on a limited company, if sent to the 
registered office of the company, either by ordinary 
or registered post. As a matter of precaution, regis~ 
tered post should always be preferred, since in the 
event of a dispute as to whether the document was 
received, due proof of registration will, with the 
assistance of the statutory presumption of service, 
invariably satisfy the court that the document did 
in fact’reach the registered office of the company to 
which it was addressed. 


_ Money Rates Shaking Loose ? 


The second week of a higher bank rate opened with 
gilt-edged prices fractionally lower and an interesting 
situation in the money market. The net effect of what 
has been transpiring has been a slight hardening in 
both short- and long-term rates — in other words a 
fractionally higher rate of interest all round. 

The discount market on Nov. 16th reduced its bid 
for Treasury bills by 2d per cent following the raising 
by the clearing banks of their buying rate for longer 
maturing bills. This meant in effect that the market 
raised its annual discount rate from 17s 44d to about 
18s 1d from one week to the other. On the other hand, 
there was a large under-allotment of Treasury bills, 
a matter of £70 million on the week. This followed the 
decision announced two weeks ago to offer a new 
funding series totalling £1,000 million to reduce the 
volume of short-term debt. This was the reduction 
working itself out. f 
` Two more developments may be noted in this 
matter. The banks did not announce last week a 
rate at which they would buy bills from the market 
in the current week. This is one more sign that the 
money market is floating free into a state of affairs 
where supply and demand are the arbiters of price. 
Then, on Monday last, the discount market was 
forced ‘into the Bank’. It had to accept 2 per cent for 
accommodation since the official buyer did not 
support the market — as he has done on such occasions 
in recent years. ` 

_So far as the long-term rate of interest is concerned, 
movements have been perhaps less significant. But, 
in addition to the general tendency for gilt-edged 
prices to drift downwards, one interesting feature of 
the new Lever Brothers and Unilever issue of £14 
million 4 per cent debenture stock 1960/80 has not 
passed unnoticed in this connexion. The current 
rate of interest to redemption of the new stock is 
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almost £4 5s per cent. That for the 32 per cent issue 
in 1950 at the time of issue was around £3 17s. This 
is one more indication of the upward trend of rates. 


_ Better Savings Figures 
A notable improvement has taken place in recent 
weeks in the trend of savings. October saw the 


emergence of a net receipts figure (that is receipts 


less encashments) for the first time since last spring. 
This change has been reinforced by the results so 
far available for November. 

The pace of improvement may be gauged by the 
fact that the net receipts for the second week of 
November were almost £3:2 million compared with 
£49 million for the whole of October. These results 
are also noteworthy if they are compared with the 
trend at this time last year. The figures were then 
recording a series of net encashments. A feature of 
the better figures of late has been the large part 
played by the post officé and the trustee saving? 
banks. 

In a sense these results are perhaps not unex- 
pected. They may well be the counterpart to the 
reluctance of the public to buy in the shops. But it 
is too early yet to say that here is the first sign of a 
confident reaction to a policy of mild, controlled 
deflation. 


Electric Lamps: Monopoly Report 

The Monopolies Commission issued their report on 
the electric lamp industry last week. The Commis- 
sion have found that there is evidence of restriction 
of competition within the industry. Types of lamps 
to be manufactured, and common prices are agreed 
within the Electric Lamp Manufacturers’ Associa- 
tion, Prices at various stages of distribution are also 
laid down and enforced by sanctions. There are also 
sales quotas fixed by the industry so that no company 
can increase its share of the United Kingdom market. 
The report also describes the patent policies of the 
companies in the Association and the way in which 
‘controlled’ companies outside the Association but 
within the sphere of influence of Association members 
operate. 

The Commission do not recommend that the 
fixing of common prices should be prohibited pro- 
vided two conditions are fulfilled. The first is that 
technical information should be commonly available 
to all manufacturers charging common prices; the 
second is that prices shall be reasonable. 

Other safeguards are recommended by the Com- 
mission. They think that E.L.M.A. members should 
make available components at the same prices to 
members and non-members, with certain specified 
exceptions; patent policy as now being revised by 
the Association should be watched to see that it does 
not reduce competition; ‘controlled’ companies 
should not be used as ‘fighting’ companies to remove 
competition; the sales quota system should be 
brought to an end, and the same fate should be meted 
out to arrangements for enforcing retail price 
maintenance. 
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. Railway Wage Award 


With the acceptance recently by the Associated 
Society of Locomotive Engineers and Firemen of the 
tribunal’s award for a wage increase, all three unions 
concerned have given their approval. .The Railway 
Staff National Tribunal’s award was for an 8 per cent 
increase against Io per cent asked by the operatives. 
Both sides of the industry have now accepted the 
compromise solution. _ 

This solution may give the railways a chance to 
get down to the problem of labour efficiency undis- 
turbed, for the time being at any rate. Meanwhile 
there are several other wage claims pending in key 
industries. A claim from the miners is still under dis“ 
cussion and the engineers have put a demand before 
the employers this week. Clothing workers’ weer 
went up 2d an hour last week, , 


The Cotton Crop 
Normally at this time of the year this country’s 
balance of payments can expect some relief from the 
heavy seasonal imports which reach a peak in Sep- 
tember and then ease off through October and 
November. This year such relief would be particu- 
larly welcome. 

But from one source at least that relief is not likely” 
to be forthcoming. There is every indication that this 
country’s bill for raw materials over the next few 
months is going to be swollen by high cotton prices. 
Since August, the cotton crop estimate from the 
United States, which is the world’s largest grower of 
raw cotton, has dropped from about 17:3 million 
bales to 15-8 million. This is still over 5 million 
bales higher than the crop last year but it has to be 
remembered that prices in America are already high, 
due to the price stabilization scheme which operates 
over there and also that the export quota is marginal 
to the American industry. 

.To some extent this country has been using other 


Ve 


«than cotton from the United States of late, in an effort 


to conserve dollars, but the amount taken from that 
source is still large enough to cause an additional 
stress on the balance of payments position. 


E.P.U. in October 

The large debit balance which this country had run 
up with the European Payments Union in October 
has been known for some time. The publication of 
the figures for the whole of the Union shows, how- 
ever, that France is in much the same position. Only 
this country and France were in deficit to a consider- 
able extent. The German cumulative deficit, which it 
will be recalled at one time constituted a serious 
threat to the working of E.P.U.’s clearing system has 
been reduced to $9 million. 

The large creditors of the Union are now Belgium, 
Italy and Portugal. The surpluses of B.L.E.U. (the. 
Benelux group) and Portugal now exceed their quotas 
and Italy now comes up to its quota. There are 
indications, however, that Belgium has been success- 
ful at least to a degree in preventing its surplus from 
getting out of hand. 
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FINANCE AND COMMERCE 


p Stock markets, already nervous and depressed by the 


general expectation of higher interest rates, have been 
almost demoralized by a spate of first-class new 
issues competing for investment funds. The net result 
has been a fall in gilt-edged values to levels at which 
the irredeemables show yields of 4} per cent with the 
long-dated issues very nearly on a full 4 per cent 
basis. Even this low level of prices has not encouraged 
any great deal of investment demand and in some 


quarters it is suggested that undated stocks may fall ` 


“SUR 44 per cent yield basis before there is any real 
recovery, 


Horlicks’ Accounts 


We reprint this week the accounts of Horlicks Ltd, a 
name known world-wide. While ‘Horlicks’ is a name 
by itself, however, it is interesting to note that the 
company has other lines, including one which seems 
remote from the original business. This is the new 
product, ‘Air-Wick’, which the chairman, Lieut.-Col. 
J. N. Horlick, says has been well received by the 
~public. But the operating margin is low and the 
contribution it makes in terms of net profit is not yet 
material, 
Special attention is drawn by the chairman to the 
weight of taxation which the profits have to bear. 
No less than two-thirds of total earnings, be says, 
are taken in direct taxation in various parts of the 
world. In a year of ‘successful striving’ in which the 
global net profit increased by £111,030, before 
taxation, there was an increase after taxation of no 
į more than £20,708. In terms of cash, the tax collector 
took £356,273 from the year’s trading, while stock- 
holders received £80,417. 
Referring to the balance sheet position, Col. 
Horlick says that at first sight the increase in net 
“trading assets is a favourable sign, but it is important 
to note the much greater proportion’ of working 
capital now absorbed by stocks and debtors and the 
contraction in the immediately available resources, 
represented by marketable securities, cash, and tax 
reserve certificates. This depletion of fully liquid 
resources to meet increasing costs of raw and packing 
materials, and finished products, hasgained momentum 
and has made it necessary to resort to bank borrowing 
on a considerable scale. b 


More Capital Needed 


The time has come when more capital must be raised 
for the Horlicks business, both for expenditure on 
fixed assets and for working capital, and the creation 
of further capital is proposed. 

~ The rather unusual construction of the balance 
sheet will be noticed. The opening on the liabilities 
side is ‘Liabilities not due for payment’, represented 
by the debenture and promissory note debt. This 
leaves ‘Current liabilities etc.’ as the next group, but 


Z 


out of line with ‘Current assets’ at the lower portion 
of the opposite side. 

The year under review saw the establishment of new 
peaks for the company, both in turnover and' profit. 
The chairman, however, sounds a note of warning. 
We cannot survive, he says, with government expen- 
diture and taxation at anything like present levels. He 
sees the possibility of a fall in the standard of living. 

He therefore proposes to carry forward the whole 
of the profit balance, after payment of the dividends, 
in the profit and loss carry-forward, ‘thus making it 
directly available to offset any profit recession in the 
current year’. 


Tyzack’s Business 


From Mr Peter Nicholas, A.C.A., we have received 
the accounts of W. Tyzack, Sons & Turner Ltd, of 
which he is assistant secretary. This is the Tyzack so 
well known for its saws and other tools, Mr Nicholas 
describes the nature of the business in his covering 
letter, but the report and accounts give no indication 
of the company’s activities apart from the print of 
the trade-mark, an elephant over the word ‘Nonpareil’ 
within a circle. There is a whole blank page in this 


report that should have been given to a description 


of the business and its products. 

The accounts, Mr Nicholas says, follow con- 
ventional lines which is, in itself, a commendation. 
One becomes used to a particular form of account 
and the eye takes in the facts presented at a glance. 

In this case, we have a capital of £138,611, com- 
posed of £94,411 in pe ordinary and £44,200 in 
5¢ per cent £1 cumulative preference (free of tax 
up to 6s in the £). With revenue reserves and surplus, 
the total is £227,238. Fixed assets, including {100 
for goodwill and trade-marks, total £89,490. Trade. 
investments ({501) and current assets (£298,925) ` 
bring the ‘balance sheet total to £388,916 which, 
after deduction of current liabilities (£128,328) and 
reserve for future taxation (£33,350), gives the net 
assets standing against shareholders’ funds. 


New Form 


This year’s accounts of Morphy-Richards Ltd, the 
makers of electric irons and toasters, are in a new 
form. The double-sided balance sheet, spread over 
two quarto sheets, has given place to a single- 
column statement on one quarto sheet. The statement 
has been compressed to the essentials. Current assets 
less current liabilities, less provisions, produces net 
current assets, to which is added fixed assets with, 
subsequent deduction for future taxation and 
minority shareholders’ interests, to produce capital 
employed. This total is then agreed with capital, 
reserves and surplus. 

While the balance sheet has been compressed, how- 
ever, the notes on the accounts have been extended 
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HORLICKS LIMITED 
Consolidated Profit and Loss Account for the Year ended March 3lst, 1951 











Horlicks | Subsidiary} Grou 
Limited Companies 


Horlicks | Subsidiary Grou 
Limited | Companies Tota 





Tota! 








` £ 
Trading Profit x Se So 


Add Income from Investments (gross) Ze 
Profit (Loss) on Realization of Investments .. 
Profit (Loss) on Sale of Fixed Assets .. 


£588,569 








£ £ £ 
527,138 | 69,204 | 598,342 
9,807 7,796 17.403 
(12,034 248 | (11,786 
(77) | (21228 











Less Directors’ Fees .. A 
Directors’ Other Emoluments ` 
Director’s Compensation for Loss of Office | 
Depreciation Sa ee 
Audit Fees and Expenses 
Interest on SES and Promissory Notes 
(gross) vi ats Ss 


4,000 
32,852 


34,434 
2770 











£524,860 | £77,071 |£601,931 
4,000 B 4,000 
36,701 17,921 54,622 


SH 2 1,000 
38,685 ‘| 35,161 73,846 
2,350 3,529 5,879 



























Net Profit before Taxation 











Less Taxation on Profit for Year: 

Profits Tax .. 

United Kingdom Income Tax: 
Year of Assessment 1950-51 a oe 
Less Reserve at March 31st, 1950 š 
Reserve for 1951-52 Assessment 
Taxation Equalization Reserve 

Dominion and Forelgn Income Tax: 
Year of Assessment 1950-51 a Gi 
Less Reserve at March 3ist, 1950 ae 
Reserve for 1951-52 Assessment 





















22,723. _ 22,723 21,972 — 21,972 m~ 
£70,324 |£167,103 £103,708 | £57,6/1 | £161,319 
£59,852 | £551,642 £421,152 | £19,460 | £440,612 

11,425 96,425 72,000 2,792 74,792 











145,000 6.618 | 151,618 
(145.000) | (6,618) | (151,618) 
160,000 | 11,208 | 171,208 
15,000 Gi 


17,000 (10,049) 6,951 
(17,000) — We 000 
15,000 — 


10,844 | 170,844 
d 2 463) (172,463) 

219,330 
P ‘939 20/959 


(1,822) | 13,178 
= (15,000) 
000 




































Net Profit after Taxation .. os or es 
Incer-Company Dividends * S 
Unreallzed Surplus on Exchange 


Less Disposition of Currency Surplus: 
Goodwill (U.S.A) written off 
Transfer to Exchange Equalization Reserve. 


Transfers to (from) Reserve Accounts 
Dividends (less Income Tax): 


Interim - paid April 2nd, 1951 oe e 36,667 
Final ~ recommended for payment .. Se 43,750 








£262,000 £3,951 | £265,951 






£48,273 | £356,273 




















COMPARATIVE FIGURES 1949/50 


195,369 159,152 15,509 | 174,681 ~ 
WE 21893 | (2.893) = 
3,185 pa 115,262 | 115,262 















Jar 
£162,045 









£198,554 





£127,878 | £289,923 





3,185 
(4,297) 









115,262 
108,423 






— 115,262 
107,966 457 















80,417 82,500 82,500 

















£75,965 








£190,466 





£3,340 £115,719 | £306,185 





















110,718 
53,679 


Balance of Net Profit 
Balance of Profit brought forward . 
Provision for Subsidiary Compay. Losses trans- 
ferred to Reserve e 




















12,159 
36,883 


119,249 
102,72 


8,531 


(16,262) 
49,042 ` 





(28,421) 
47,100 





35,000 118,983 





Balance of Profit carried forward vg a £164,397 





£49,042 |£102,721 gf 





Note: Emoluments of Subsidiary Company Directors for the year ended March 3st, 1951, Include £5,290 (£1,125) paid to a Director of Horlicks Ltd, 


to two quarto pages. Much of the information in 
these notes is of the character frequently provided 
in chairman’s statements with accounts. It can: be 
more easily followed, however, in the notes in the 
form of financial statements. 

Mr George Wansborough, the chairman, says that 
‘exporters in these days are often being exhorted to 
increase overseas prices to the very limit that the 
traffic will, momentarily, bear’. ‘It is a false doctrine’, 
he says, and adds: ‘We believe that we should pursue 
the same policy towards our overseas customers as 
to our home customers, namely, to be content with 


just prices, to me a phrase which is medieval but ` 


not obsolete’. 


Money Market 


The Government’s new monetary measures are hav- 
ing quick reaction in the money market. For the 


Treasury bill tender on November 16th, applications 
totalled £285,335,000 but only £160 million of the 
£230 million of bills offered were allotted. Further- 
more, this week’s offer is reduced to {170 million. 
Bidding at £99 15s 6d, the market obtained 41 per 
cent of requirements with the average rate hardening 
to 17s 10°66d per cent. There is no call against 
Treasury deposit receipts. 


For the first time in nearly thirteen years the market 
has had to borrow at the Bank of England against 
Treasury bills in order to balance positions. The 
market can now borrow against Treasury bills at 
the new rate of 2 per cent for seven days. This , 
evidence that the Government is quickly succeeding” 
in its policy of reducing the floating debt and bringing 
greater flexibility to the money market has aroused 
expectation of a further bank rate increase, but no 
early move is anticipated. 
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THE ACCOUNTANT 


November 24th, 1951 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 4 


Profits Tax 


Sr, — In the leading article headed ‘The Royal 
Commission’ in your issue of November roth, you 
refer to the effect of profits tax distribution charges, 
and you state that where 75 per cent of the profit is 
retained it is insufficient to meet the contingent 
liability. Your explanation of this may, I fear, be 
misunderstood. There are three main reasons for 
this apparent anomaly, which broadly can be stated 
as follows: 

(1) Although nominally 75 per cent is undistributed, 
the net amount after providing for taxation on 
the profits is less than 29 per cent. 

(2) The rate of distribution charge since January 
1st, 1951, is 40 per cent, so that the gross con- 
tingent liability is 30 per cent. i 

(3) It is unlikely that much, if any, income-tax 
relief will be obtained if and when a distribution 
charge becomes payable. The charge will only 
arise either when dividends are paid or other 
distributions are made in excess of profits or 
when ultimately the company is liquidated. In 
either case the available profits assessable to 
income-tax, if any, will probably be very small 
in comparison with the amount of the charge. 

Incidentally, a liquidation in which a distribution 

charge might arise would probably be a members’ 
voluntary liquidation and not a compulsory one as 
stated in your leading article. 

Yours faithfully, 

Manchester, 2. F. M. GILLIAT. 


[We are obliged to Mr Gilliat for this clarification. 
Lack of space necessitated concise treatment of the 
point in the leading article referred to, and of course 
conciseness and clarity do not always go together in 
these matters. The kind of compulsory liquidation 
we had in mind was one where there was some dispute 
among the members. A company is not likely to wind 
up on its own accord if this will involve a heavy 
charge to profits tax. — Editor.] 


Sur-tax Directions for the Final Period 
in a Liquidation 
Sir, — On reading Mr English’s excellent article on 
‘Easing an executor’s burdens’ in your issue of 
September 2gth, I was interested in a statement made 
by the Solicitor-General, during the debate on the 
Special Contribution, which was quoted therein: 

‘I can give him the assurance that where the 
liquidation takes place for the purpose of reconstruc- 
tion or amalgamation and not for the purpose of 
withdrawing funds from the company, in other 
words, that it is a genuine amalgamation or recon- 
struction, it was not during 1947-48, the practice 
of the Special Commissioners to make a direction 
in respect of the income for the final period.’ 


This statement leaves me in some doubt as to-the 
policy of the Special Commissioners for earlier years 
in similar circumstances and'I should be glad to see 
readers’ observations on this point. 

Yours faithfully, 
LIQUIDATOR. 


Capital Employed 

Sir, — Your readers must be disappointed in the GA 
of response to Mr F. Simmonds’ letter, in your issue 
of October zoth, under the above heading. While the 
point made by Mr W. F. Edwards (November 3rd 
issue) is of interest and very apposite in comparing 
the results of two companies, are not both of these. 
gentlemen performing the ‘ostrich act’ as far as con- 
cerns the much more significant and vexed problem of 
the basis of valuation of fixed assets — historical v. 
replacement costs —or was Mr F. Simmonds ‘trailing 
his coat’? 

For whatever intelligent and constructive 4s 
opposed to: legal and statutory purpose, figures of 
capital employed are required, an acceptable solution 
to this problem of relative asset valuations must be 
found. In the search for such a solution we in industry 
must have the help, motivated by a genuine desire 
to be constructive, of our colleagues in practice. When 
the submission of evidence to the Royal Commission 
on Taxation is complete, I would suggest that this is 
quite the most important subject meriting considera- 
tion by the appropriate committees of our professional 
bodies. 

I would, incidentally, criticize Mr Simmonds’ 
implied acceptance of the use of the capital employed 
theory in computing the profit element in government 
contract prices. Does this not confuse the end with th# 
means and is it not a further incentive to the inefficient 
use of this country’s productive assets? 

Yours faithfully, i 
P. D. IRONS, 


Cowes, I.W. B.COM., A.C.A., F.C.W.A, 


Sır -Mr Simmonds raises an interesting and 
important accounting topic in his letter (issue of 
October 2oth). 

There are many comparisons for which the concept 
of ‘capital employed’ can be used. It all depends on 
the point of view from which the comparison is 
made and the object in making it. 

With each different concept of ‘capital employed’ 
a corresponding definition of ‘return’ will have to be: 
used, ` Wf 
Generally speaking, the concept ‘capital em- 
ployed’ for inter-firm comparisons of the efficiency 
with which the whole of the assets are used, is that of 
the sum total of the assets without any deduction of 
liabilities etc. This will afford no measure of how 
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management organizes the supply of its funds. It 
_ merely gives an index of how well management uses 
its funds. 

Comparison can be made on the basis of informa- 
on in the published accounts of one’s competitors 
and of the summary accounts of industries in the 
., Financial Times, The Economist, or from other pub- 
lished figures. 

The concept is extremely useful for calculation 
of profit targets or for estimating relative efficiencies, 
but is mostly impracticable for purposes of inter- 
artmental comparisons of efficiency within a firm. 

Yours faithfully, 
W. FRANK HARRIS, B.COM., A.S.A.A. 
Romford, Essex. 


Assets and Man-hours 


‘Sir, ~ One small, belated comment on a statement by 
Mr H. Hodgson, A.C.A., A.C.W.A., in his article, 
‘Depreciation and the Future’, in your issue of 
July 28th, He says (page 75, column 1): - 

‘The tide of gradual inflation rolls on, however, 
and wages continue to increase, so that every long- 
lived asset will naturally increase correspondingly 

“inreal value (i.e. its worth in man-hours) throughout 
its life, subject to exhaustion in productive , pro- 
cesses.’ 


those it will save-is on a plane impervious to 
monetary zoomings, no matter how far or fast? 
Yours faithfully, 

C. W. HODGKINSON: 


[Mr H. Hodgson writes: Thanks are due to your 
correspondent for epitomizing so neatly the argument 
I set’ out, more elaborately, to advance; also for 
ointing out an error. To have used the expression 
value’ instead of ‘monetary value’ in both the 
sentence quoted and the succeeding one, was a slip 
of the pen. Further, the words within the brackets 
should read: "Ge its worth in man-hours, currently 
expressed)’.] 


Leigh-on-Sea, Essex. 


Installation of Standard Costing System: 
Consultants’ Fees 


Sir, ~ With reference to Mr K. G. Plate inquiry, 
in your issue dated November 3rd, concerning the 
disallowance of fees paid to a firm of accountants 
respecting the installation of a standard costing 
system, the Inspector’s contention that the expendi- 
ture is of ‘enduring benefit” to the company and, 
therefore, as a capital item not allowable, is not 
altogether acceptable. 

_ It may become eligible for allowance in much the 
‘same way as professional charges for setting up a 
tem of book-keeping or method of accounting. 
The sum could be quite fairly debited as a business 
expense in one lump if a small matter of just a few 
! -guineas or, if large and perhaps temporarily capital- 
' ized, written off to profit and loss over a period and 
allowed accordingly. 
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Furthermore, although these services may be 
regarded as ‘enduring’ in the sense that something 


of the kind will be necessary as long as the particular 


undertaking exists, time and experience call for 
alterations, sometimes at quite frequent intervals. 
The system in point might well be reshaped, 
readjusted, substituted or even abandoned in the 
course of coping with the ever-changing character 
of trade and the daily uncertainties of enterprise, 
just as staff are tried out and either kept, dispensed 


„with or replaced. 


I submit that the cost of the installation, unless 
inordinately great, immediately becomes an adminis- 
trative, revenue or operating ia aaa and should be 


Se Yours faithfully, 


WILLIAM L. NEWTON, 
A.COMM.A., A.C.T.C., A.F.T.COMM. 


East Molesey, Surrey. 


French for ‘True and Fair View’ 


Sir, — The correspondence in your issue of October 
27th regarding the French for ‘true and fair view’ 
has just come to my notice. 

As an accountant resident in Paris for sixteen 
years, may I point out that literal translation of an 
accepted ‘succession of words’ from one language 
into another is often unsatisfactory, and is liable, 
even when correctly done, to give rise to phrases 
which, to the native ear, are unaccustomed and shout 
their foreign origin. 

The only way is to have a knowledge of the 
customary (in this case French) equivalent. 

From personal experience and knowledge, the 
following phrase is customary and, I suggest, would 
be perfectly satisfactory: Certifié sincère et conforme 
aux écritures de la société. 

The word sincére as here used covers the whole 
ground of ‘true and fair view’. 


Yours faithfully, 


Harrow, Middx. D. J. COLLINS. 


Smr, — With the greatest ‘respect to your earlier 
contributors on this point, I would suggest that they 
are seeking the unobtainable — there -is..surely no 
French equivalent of this phrase. My opinion seems 
to me to be ably supported by a report of the pro- 
ceedings at the fifth annual congress of the Ordre 
des Experts Comptables, held last July, when one of 
the members, in the course of his address, observed 
that 
‘a reliable accountant will never be induced to 
certify the correctness of a balance sheet, because 
the idea of a true balance sheet seems to me to be as 
unreal as that of eternal love, or of final victory’. 


Need I say more? 
Yours faithfully, 
` FRANCOPHILE. 
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NORTHERN SOCIETY OF CHARTERED 
ACCOUNTANTS 


DINNER AT NEWCASTLE UPON TYNE 


The Northern Society of Chartered Accountants held 
a dinner at The Royal Station Hotel, Newcastle upon 
Tyne, on Friday, November 16th, 1951, with Mr R. P. 
Winter, M.C., T.D., F.c.A., President of the Society, in 
the chair. Members and guests numbering 200 were 
received by Mr Winter and by Mr Charles W. Boyce, 
C.B.E., F.C.A., President of The Institute of Chartered 
Accountants in England and Wales. 

Among the official guests were His Grace The Duke 
. of Northumberland, Alderman W. McKeag, J.P., 
Lord Mayor of Newcastle upon Tyne, His Honour 
John Charlesworth, LL.D., Chancellor, County Palatine 
of Durham, Mr R. Mould Graham, opp, M.C., T.D., 
J.P., F.C.A., The Sheriff, Newcastle upon Tyne, and 


Mr R. Barras, F.C.W.A., A.L.A.A. (President, North-East 
Coast Branch, Institute of Cost and Works Accountants); 
The Hon. Dennis G. Berry (Managing Director, The 
Newcastle Chronicle and Journal Ltd); Messrs T. 
Fleming Birch, r.c.a. (President, Leicestershire and North- 
amptonshire Society of Chartered Accountants), H. Bolton, 
F.C.A. (President, Leeds, Bradford and District Society of 
Chartered Accountants); G. D. F. Dillon, F.c.a. (Chairman, 
London and District Society of Chartered Accountants). 

Messrs R. S. Dixon, A.C.1.S. (President, North-East Coast 
Association of Chartered Secretaries); Derek du Pré (Editor, 
‘The Accountant’); C. J. Fisher,. c.B.£., D.8.0. (Chairman, 
Newcastle Local Centre, Institute of Bankers); W. B. Gowers, 
F.c.A. (President, Sheffield and District Society of Chartered 
Accountants); D. J. Hadley, F.c.a. (President, Birmingham 
and District Society of Chartered Accountants). 

Messrs K. G. M. Harding, ¥.c.a. (President, Liverpool 
Society of Chartered Accountants); R. F..Howe (Official 


Receiver in Bankruptcy); T. Jewitt, F.s.a.a. (President,. 


Newcastle upon Tyne and District Society of Incorporated 
Accountants and Auditors); A. S. MacIver, M.C. (Secretary, 
The Institute of Chartered Accountants in England and 
Wales), H. E. Matthews (H.M. Principal Inspector of Taxes) 
W. J. Milburn, Soa, (Chairman, Cumberland Branch, 
Northern Society of Chartered Accountants); G. Morris, 
F.A.C.C.A. (President, Northern Counties District Society of 
the Association of Certified and Corporate Accountants); 
E. Nixon (President, Newcastle upon Tyne Incorporated Law 
Society); Colonel B. Peatfield, M.C., T.D. (Clerk to the 
Commissioners of Inland Revenue). 

Messrs W. E. Ringquist, F.c.a. (Chairman, South Durham 
and North Yorkshire Branch, Leeds, Bradford and District 
Society of Chartered Accountants); G: B. Robins, F.C.A. 
(President, Hull, East Yorkshire and Lincolnshire Society of 
Chartered Accountants); C. Stewart (H.M. Principal Inspector 
of Taxes), F. Wilcock, F.1.M.T.A., AS.AA. (City Treasurer, 
Newcastle upon Tyne). 


The Torch of Truth 

The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by His Grace 
The Duke of Northumberland, who in the course of 
his speech said: 
‘You, in your profession, hold in your responsible hands 
in matters of Government, public and private finance, the 
torch of truth. ... WW 

‘In the seventy-one years since your original Charter,’ 
he continued, ‘an important development has taken place. 
Members of the Institute have, to a great extent, taken whole- 
time appointments in commerce and industry and also in 
government departments after having qualified, instead of 
practising solely as public accountants. 


"all, a great’ people. . 


‘You are in a position, as a body, to take a large and 
important part in formulating both industrial and national | 
financial policy.’ 

In the course of his reply to the toast, Mr C. W. 
Boyce, C.B.E., F.c.A., President of The Institute of 
Chartered Accountants in England and Wales, said: 


‘Many chartered accountants have, I fear, quite a wrong 
impression of the work undertaken by the mémbers e 
Council. They may or they may not read that well-inforrhe 
journal The Accountant but if they do read it they will find, 
once a month, a report of the proceedings of the Council. 

‘Now this report may not be very exciting reading, but- 
from time to time it does include important pronouncements 
which the Council desires to be brought to the attention of 
the members and if for no other reason, it should be read 
by all. It does not, however, give any real indication of the 
work done by the Council. By far the greater part of the time 
of its members is occupied on the work of the committees: 
and sub-committees and in these days of problems of the: 
greatest complexity, the sittings of many of those committees 
are frequently protracted. .. 



























The Institute’s Recommendations — 


‘As one example, you are all familiar with the series of 
recommendations on the best accounting practice which 
has been issued from time to time and which I venture to 
believe -has proved to be of the greatest possible value to 
our members.’ (Hear, hear.) f 


Remarking approvingly on the wide publicity the 
recommendations had received, Mr Boyce said that 
others were in course of preparation and continued 


‘Needless to say, with constantly changing conditions, 
the Council may wish to revise some.of the recommendation 
issued during the last few years, and it will not hesitate t 
do so if it is satisfied that the trend of the financial an 
economic structure of world affairs has rendered som 
revision necessary.” ~ 

On the subject of those members who have adopted 
a commercial or industrial career, Mr Boyce said: 


‘Industry and commerce nowadays offer many attractions 
to the qualified accountant and it is not surprising that 
many succumb to the inducements held out in that sphere. 
I hope that those who adopt a commercial career will not 
forget that it was not merely. their ability to pass the 
examinations of the Institute which enabled them to 
acquire their qualifications, but above all they are indebted 
to the careful practical training they received in a practising 
accountant’s office during their period of articles, which has 
fitted them for the posts they now occupy.’ 

Proposing the toast of ‘The City and County of 
Newcastle upon Tyne’, His Honour John Charles- 
worth, LL.D., Chancellor, County Palatine of Durham, 
referred to the city’s long history and varied activities. 

In his-response, Alderman W. McKeag, J.P., the 
Lord Mayor, said: 

‘We have a great historical background, a great recor 
of achievement both in peace and in war — a great river, % 
great aggregation of industry and commerce and above, 
.a pioneer, courageous and feattees | 
breed of man. I am anxious that we should conting to breed 









-this same type of men.’ (Hear, hear.) 


Mr T. A. Lacy Thompson, D.s.0., M.C., A.C.A., 
proposed the concluding toast of ‘Our Guests’, and 
Mr J. B. Mennie, M.C., F.G.A. responded. 
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he Institute of Chartered Accountants in 
England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on November 7th, 1951, who 
completed their Fellowship or Membership before 
November 2oth, 1951. 


Associates elected Fellows 
Armitage, Alan Ernest, m.a.; 1929, A.C.A.; (*Jones, 
_ Crewdson & Youatt), 7 Norfolk Street, Manchester, 2. 
Battye, Harold; 1932, A.C.A.; (*Jarvis Barber & Sons); 
Sheffield Telegraph Building, High Street, Sheffield, 1. 
Chaplin, John Tyson; 1926, A.C.A.; (Allen Edwards & Co) 
and (*Chaplin, Hall & Co), 5 Lower Temple Street, 
Birmingham, 2, and at Coventry. 
Corbett, Patrick Geoffrey, T.p.; 1946, A.C.A.; (Singleton, 


.: Southampton Buildings, Chancery Lane, London, WC2. 
‘Darrah, Ronald Esling; 1932, A.C.A.; c/o Martins Bank 
Ltd, The Square, St Annes-on-Sea, Lytham St Annes. 
Densem, Wilfrid Guy; 1928, A.C.A.; (*Deloitte, Plender, 
Griffiths & Co), 5 London Wall Buildings, Finsbury 
Circus, London, EC2, (for other towns see *Deloitte, 
nder, Gill & Johnson, *Deloitte, Plender, Griffiths 

& Co and *Deloitte, Plender, Griffiths, Annan & Co). 

Evason, John Arthur Cole; 1937, A.C.A.; (Asbury, Riddell 
& Co), 7 The Square, Shrewsbury, and at Ellesmere, 
Ludlow and Welshpool. 

Eynon, Philip Louis; 1945, A.C.A.; (*Singleton, Fabian & 
_Co), 30 Southampton Buildings, Chancery Lane, London, 
WCS, and 65 London Wall, London, EC2. 

Fawn, Ernest James; 1937, A.C.A.; St Helen’s Chambers, 

Davygate, York. 

Fletcher, Alexander, M.a.; 1940, A.C.A.; (Fletcher, Fletcher 

& Layton), Crown Chambers, Salisbury, Wiltshire. 

arnett, Kenneth Clayton; 1946, A.C.A.; (*Garnett, 

` Depledge & Lewis), 286 Glossop Road, Sheffield, 10. 

oddard, Reginald Eric; 1938, A CA: (Graves, Goddard 

& Horton-Stephens), 7 Pavilion Parade, Brighton, 1, 

at Crawley. 

Hayward, Cecil John; 1938, A.C.A.; (*Metcalfe Collier, 

- Hayward & Blake) and (C. J. Hayward & Co), 199 Picca- 
dilly, London, W1, and at Birmingham; also at Reading, 
(C. J. Hayward & Co). - 

Horton-Stephens, Alan Goodwin James; r940, A.C.A.; 
(Graves, Goddard & Horton-Stephens), 7 Pavilion 
Parade, Brighton, 1, and at Crawley. 

. Joicey-Cecil, Edward Wilfrid George; 1935, A.C.A.; 
(*Whinney, Smith & Whinney), 48 Frederick’s Place, 
Old Jewry, London, EC2, (for other towns see *Whinney, 

- Murray & Co, *Whinney, Murray, Baguley & Co and 
*Whinney, Smith & Whinney). 

Kirkman, Sydney Melville; 1932, A.C.A; (Brough, 
Kirkman & Co), 2 Fishergate, Ripon, and at Harrogate 
and Masham. i : 

Mahany, Eric Fortescue; 1938, A.C.A.; Market Arcade, 
Fore Street, Kingsbridge, Devon. 

Matheson, William Auguste Torquil; 1938, A.C.A; 

(*Finnie, Ross, Welch & Co), 108A Cannon Street, 

London, EC4, and at Glasgow. 

orton, Thomas Alfred; 1937, A.C.A.; (*Singleton, 

abian & Co), 65 London Wall, London, EC2, and 30 

outhampton Buildings, Chancery Lane, London, WC2. 

Rowland, Frederick Ernest; 1941, A.C.A.; (*Ferguson, 
Gilchrist & Co), 27 Old Broad Street, London, EC2. 

Shapland, William Arthur; 1946, A.C.A.; (*Allan, Charles- 

. worth & Co), 17 St Helen’s Place, Bishopsgate, London, 


* placed against a Firm Name signifies that the Firm is 
not exclusively composed of members of the Institute. 





THE ACCOUNTANT 


NOTES AND NOTICES 


Fabian & Co), 65 London Wall, London, EC2a, and 30° 
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EC3, and at Cambridge and Rangoon; also at Liverpool, 
(*Allan, Charlesworth & Co) and (*Allan, Charlesworth, 
Howorth & Co). 

Ward, John Raymond; 1944, A.C.A.; 41 New Bond Street, 
London, W1. i 

(Not in England or Wales) . 

White, Gordon; 1935, A.C.A.; (*Barton, Mayhew & Co), 
Rua Ivens, 9-3° (Apartado 252), Lisbon, Portugal, and 
at Oporto. ` 

Admitted as Associates 
(Not in Practice) : 

Mason, Raymond Frank William; with Jacob, Cavenagh & 
Skeet, 41 Water Street, Birmingham, 3. 

Moss, Herbert Samuel; with Howard, Howes & Co, 
Norfolk House, Norfolk Street, London, WCz. 


(Not in England or Wales) 
Laslett, Geoffrey Mayes; with *Hill, Vellacott & Bailey, 
Bank Chambers, 39 Arthur Street, Belfast. 


Former Member readmitted to Membership 
Maynard, John Arthur; 5 Churchill Road, Umtali, Southern 
Rhodesia. i 


Personal 


Messrs HARTLEY KEEN & Co, Chartered Accountants, 
of 77 & 79 High Street, Southend-on-Sea, announce 
that Mr Ion DENNINGTON, A.C.A., who has been 
associated with the firm for many years has been 
admitted into partnership as from November et, 
1951. The name of the firm remains unchanged. 

Mr H. R. Hayes, F.c.a., of 30 St, Ann Street, 
Manchester, 2, announces that he has taken into 
partnership Mr J. B. DIGGLE, A.C.A., who has been 
associated with the practice for several years. The 
practice will be carried on from the above address 
under the title of WHARTON POLLITT & CHESWORTH, 
incorporating Epmunp CG. CHrsworTH & Son, 
Chartered Accountants, late of 37 Peter Street, 
Manchester, 2. i 

Messrs GEORGE ARTHUR & Co announce that, as 
from November sth, their St Albans offices have been 
removed to 4 Broadway Chambers, St Peter’s 
Street, St Albans. Telephone: St Albans 5464. 

_ Messrs A. L. Price & Co, Chartered Accountants, 
of 7 Pall Mall, Manchester, 2, announce the retire- 
ment, for health and personal reasons, on September 
30th, 1951, of the principal, Mr A. LINLEY PRICE, 
F.c.A. The practice has been purchased by Mr HAROLD 
BIRCH, A.C.A., and Mr PETER E. LITTLEMORE, A.C.A., 
who have been associated with the firm for some 
years, and who will practise from the same address 
under the style of BIRCH, LITTLEMORE & Co. 

_ Messrs Verrcu & Co, Chartered Accountants, of 
4 Dove Court, Old Jewry, EC2, announce with regret 
that their senior partner, Mr Horace JOHNSTON 
VEITCH, C.A., died on Monday, November 12th, after 
a short illness. The practice will be carried on by the 
remaining partners, Mr D E. F. GREEN, M.B.E., 
F.c.a., and Mr A. E. WHITCOMB, F.C.A. 
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THE executrix of the late Mr James GRAY, C.A., 
announces that the practice carried on by the late 
Mr Gray from Swinton House, 324 Gray’s Inn 
Road, London, WC, will be continued by Mr PETER 
J. WHEELER, D.F.C, A.C.A. from the same address, 
under the style of P. J. WHEELER, Chartered 
Accountant. 

Messrs R. M. Buerg & Co, Accountants and 
Auditors, of High Wycombe and Marlow, announce 
that, as from October 23rd,'1951, Mr A. E. GINGER 
retired from the partnership. The partnership will 
be carried on as heretofore by the remaining partners, 
Mr E. Wooptey, Mr A. T. GoopcniLp, Mr K. J. 
Lunnon and Mr W. C. Prarey.. 


Professional Note 


Messrs Walker Brothers (London) Ltd, announce 
that Mr Alan A. Wylie, A.C.A., has been appointed a 
director of the company as from November 6th, 1951. 


Obituary 
FIORACE JOHNSTON VEITCH, C.A. 


It is with regret that we record the death, in his 
seventy-third year, of Mr Horace Johnston "Veitch, 
GA, senior partner in the firm of Veitch & Co, 
Chartered Accountants, of 4 Dove Court, Old Jewry, 
London, EC2. 

Mr Veitch was articled in Glasgow and qualified 
as a member of the Institute of Accountants and 
Actuaries in Glasgow in 1905. He then came tō 
London and shortly afterwards commenced his own 
practice at g Coleman Street, London, EC2. 

Mr Veitch made a special study of fraudulent 
trading cases and was a principal witness for the 
Crown in many prosecutions dealt with at the Central, 
Criminal Court. 


Revenue Appointment 


The Board of Inland Revenue have appointed 
Mr A. W. Buckley to be Deputy Controller of 
Stamps in succession to Mr E. J. Cleall. 


Trade Union Statistics 


Details of twenty-one industrial groups are presented 
in the 1940-50 statistical summary! of registered trade 
unions, prepared by the Registry of Friendly Societies. 
The summary, in the same form as that published last 
year for the 1939-49 period, has been compiled from 
the annual returns of-trade unions registered under 
the Trade Union Acts of 1871-1940. The membership 
of these unions represents about go per cent of the 
whole trade union movement in Britain — there were 
7,947,535 members of 416 registered trade unions 
at the end of 1950. 

The total funds of unions on the register stood at 
£62,150,000 at the close of 1950, against £58,119,000 
in 1949. The amount paid out in respect of dispute 
benefit in 1950, totalled £244,000, against £74,000 
the year before. 


1 ‘Registered Trade Unions: Statistical Summary 1940-50’, 
H.M.S.O. 4d net. 
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In Parliament 
Post OrryceE: COMMERCIAL AND CASH ACCOUNTS 


Mr Doveias HoucuTon asked the Assistant Post-. 
master-General what steps are unGer consideratic 
for more closely relating the commercial and casi 
accounts of the Post Office; and if he will make a 
statement. 

Tue Assistant PostmasTer-GENERAL (Mr David 
Gammans): A statement showing how the commercial, 
accounts and cash accounts are reconciled is included 
in the commercial accounts, In addition to this, a 
forecast of the commercial accounts and a reconcilia- 
tion statement is included in the published estate 
I do not consider that any further steps are necessary. 


Hansard, Nov. 14th, 1951, Oral Answers, Col. 962-3. 


Co-OPERATIVE SOCIETIES: SHAREHOLDING LIMITATION 
Mr J. Hynp asked the Chancellor of the Exchequer 


‘whether his attention has been drawn to the dis- 


abilities suffered by co-operative societies due to the | 
existing restrictions on the total individual share-| 
holding of members; and whether he will introduce’! 
early legislation to bring the present limitation more 
into line with current values. 

Mr Boyp-Carpenter: The important issues raed 
in this question are now being carefully considered, 
but I am afraid that I am not today in a a position to 
make a statement. 


Hansard, Nov. 15th, 1951. Written ce Col. 57: 


Customs DUTIES: STATISTICS 


Sir H. Wis asked the Secretary to the Treasury 
the total value, c.i.f., of the imports of tobacco, 
wines, spirits and petroleum products on which 
customs duties were levied; and the total of such 
customs duties for twelve months ended March 31st, 
1951. 

"We, BoYD-CARPENTER: The figures for values c. if. 
and customs duty payments in respect of tobacco,” 
wines, spirits and petroleum products for the year 
ended March 31st, 1951, are as follows: 
















; Total value c.i.f. [Total duty paid on 
Commodity Te imports TT": |elearancesforhome 
consumption? `“ 
£ £ 
Tobacco 62,584,708 604,259,549 
Wines 10,504,773 18,093,636 
Spirits ` 8,423,635 38,735,410 
Hydrocarbon oils: 
Crude .. 3,905,929 
Refined .. 125,471,517 138,872,008 


1 The duty figures relate to clearances for home consumption 
during the year in question, and not to goods actual) 
imported during that year. For the most part, these S 
are not duty paid at time of importation but subseque 
when cleared’ for home consumption. As regards hydro- 
carbon oils there is the further point that the duty on 
refined oils (excluding most of the heavy oils) is charge- 
able on such oils produced in this country from imported 
crude. 


Hansard, Nov. 15th, 1951. Written Answers, Col. 58. 


November 24th, 1951 


Profits: TAXATION 
, Mr Swincuzr asked the Chancellor of the Exchequer 


Lin what ways he proposes to recast the existing” 


system of taxation on industrial and commercial 

profits. yri 
Mr Boyp-Carpenrer: These are matters which 

will come under review in connexion with the Budget. 

and I must ask thé hon. member to await my right 

hon. friend’s Budget, statement. 

` Hansard Nov. 15th, 1951. Written Aen Col. 57. 


A 


“London and District Society of Chartered. 
ege Accountants 


A meeting of the London and District Society of 
Chartered Accountants will be held on Wednesday, 
next, November 28th, at 6 p.m., in the Hall of the 
Chartered Insurance Institute, Aldermanbury, 
London, EC2, when. Mr J. M. Sandford Smith, 
` ACA, FELLA. , will deliver an address on ‘Accounting 
| by electronics: some new responsibilities of auditors 
‘and accountants’, 


; Institute of Actuaries’ Year Book, 1951-52 


The presentation of the information contained in the 
1951-52 Year Book of The Institute of Actuaries 
i has been altered from that of previous years in order 
to increase its usefulness as a book of reference. In 
this new, recently published, edition, the contents 
have been divided into six main numbered sections 
under the headings of: I. ‘General Information’, 
where the early history of the profession leading up to 
the formation of the Institute in 1848 is related; 
II. “The Examinations’, detailing examination regula- 
tions, the syllabus, and reproducing recent papers; 
III. ‘Proceedings’, reports of the ordinary general 
; etings held during 1950-51; IV. ‘Publications’; 
V. ‘Kindred Societies’, where addresses of societies 
“both at home and abroad are listed; and VI. ‘List of 
Members’. 
An analysis of the membership of the Institute in 
-the years 1895, 1939 and 1951 is shown below: 









At July 34st 
` Class of Member I895 1939 I9O5Ir 
Fellow D 177 535 755 
Associate .. 223 362 315 
Student Ss 370 870 873 
*Probationer! ate pe e 136 — 
Total 770 1,943 


1,903 








z Admissions, to the class. of probationer, which was 
established in 1898, ceased on May 31st, 1937. 
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Sheffield and District Chartered Accountants 
Students’ Society f 


The autumn lecture programme of the Sheffield and 
District Chartered Accountants Students’ Society, 
concludes on December roth with a Christmas party 
at The Brincliffe Oaks Hotel, Nether Edge. 

The first. of the talks in the Spring programme is 
on January 10th, when-Mr A. E; Langton, LL.B. 
(LOND.); F.C.A., F.S.A.A., will speak on ‘Recent develop- 
ments in the law and practice of auditing.” Some other 
lectures in the series are: ‘Britain’s financial position’, 
by Mr R. F, Harrod, of -Oxford University, on 
January 14th; ‘Branch. accounts’, by Mr R: Glynne 
Williams, F.C.A.j F.T.LL, on February 22nd, and 
‘Inland Revenue practice and the accountant’, “by 
Mr H. A. RT Wilson, F.C.A., F.S.A.A., on March 12th. 

The joint annual dinner with the. Sheffield and 
District Society of Chartered Accountants will be 
held at The Grand Hotel, Sheffield, on March ae 


‘The Institute of Taxation 
‘Twenty-First ANNIVERSARY DINNER. 

A dinner to celebrate the twenty-first anniversary of 
the foundation of the Institute of Taxation will be 
held on December 4th, 1951, at the Savoy Hotel, 
London, WC2. 

i ‘Hockey 

CHARTERED ACCOUNTANTS v. Law SOCIETY 
The annual hockey match between the Chartered 
Accountants and the Law Society was played.on 
November 14th at the Richmond Club Ground, Old 
Deer Park, and the score — a draw 2—2 — was, without 
doubt, a true and fair result of the keen play. 

The Institute achieved an eaily understanding 
between the defence and forward lines, and for the 
major part of the first half kept the ball at the ‘Law 
Society end. After fifteen minutes’ play, D. Knight 
scored for the Institute, and was closely followed. by 
T. F. Hutchinson with a second goal., 

-In the second half, the Law Society took the 
offensive, their ‘forward line pressing the Institute 
defences held by P. C. Kay and C. V. Wong, and 
two excellent goals were shot by S. Morgan, the Law 
Society centre-forward. The Institute retaliated 
strongly and very nearly scored from. two oppor- 


-tunities in the later stages of the game. 


The Institute was represented by: R. B. A: Howle 
(Beckenham), P. C. Kay (Hampstead), C. V. Wong 


(Beckenham), P. W. McKelvie (Old Duaseablians) 


M. R: T. Lowth (Southgate), P. Boobbyer (Wimble- 
don), R. E. ke (Colchester), T. F. Hutchinson 
(tale Hull), G. G. A. SS (Hawks), D. SEH 






Telephone: Victoria 2002 (3 lines) 
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(Mid-Surrey), and. J. D. Liggatt (Broxbourne) 
(Captain). 

The results of the Chartered Accountants’ hockey 
matches with the Law Society to date are, two games 
won by the Law Society, and one game drawn. 


Recent Publications 


THE MITIGATION OF THE TAX PENALTY ON FLUCTUATING 
oR IRREGULAR INcomeEs, by John Willis, pa 88 pp. 
9 xX 6. $1. Canadian Tax Foundation, Toronto. 

‘THe VALUE oF Economics IN COMMERCIAL AND INDUSTRIAL 
EpucatTion, by Michael Clapham, M.A. 14 pp. 84 x 54, 
paper cover. 6d net. Department of Economics and 
Business Administration, City of Birmingham College 
of Commerce, in collaboration with the Economics 
Association (Midland Branch), Birmingham. 

Woo ..ey’s HANDBOOK ON THE DeatH Dutizs, Supple- 
ment, 1951, to the Seventh Edition, by John Munkman. 
16 pp. 84 X 54. 2s net. The Solicitors’ Law Stationery 
Society Ltd, London. 

AN OUTLINE OF THE. LAW oF TRUSTS AND TRUSTEES, by 
H. A. R. J. Wilson, F.C.A., F.S.A.A., and C. N. Beattie, 
LL.B., Barrister-at-Law. iv + 59 pp. 10 X 7}. sr net. 
H.F.L. (Publishers) Ltd, London. 

HanpBook oF Tax Accountinc METHODS, edited by 
J. K. Lasser, c.p.a. xii + 897 pp. 94 X 64. $12 net, 
D. Van Nostrand Co, Inc, New York. £4 ros. net, Mac- 
millan & Co Ltd, London. 

Report OF PROCEEDINGS OF THE FOURTH ANNUAL "Das 
CONFERENCE, convened by the Canadian Tax Founda- 
tion, in Toronto, December 1950. 83 pp. 9 X 6, paper 
cover, Canadian Tax Foundation, Toronto. 

SECOND SUPPLEMENT TO SPICER & PEGLER’s INCOME TAx 
INCLUDING Prorirs Tax, Nineteenth Edition, by 
H. A. R. J. Wilson, F.c.a., F.S.A.A. 39 pp. 84X53. 2s 6d 
net. H. F. L. (Publishers) Ltd, London. 

SUPPLEMENT TO WILSON & HEATON ON THE INCOME TAx 
Acr, 1945, by H. A. R. J. Wilson, F.c.a., F.S.a.A., and 

. James S. Heaton, F.5.A.A. 93 pp. 84X54. 5s net. H. F. L. 
(Publishers) Ltd, London. 

SECOND SUPPLEMENT TO WILSON & HEATON ON THE INCOME 
Tax Act, 1945, by H. A. R. J. Wilson, F.C.A., F.S.A.A., 
and James S. Heaton, F.S.A.A. 11 pp. 835}. Free. 
H. F. L. (Publishers) Ltd, London. 

LaNcASHIRE County Counci Forecasr or CAPITAL 
EXPENDITURE, 1951-52 and 1952-53. 142 pp. 84x54. 
County Hall, Preston. 

Spicer & PEGLER’s PRACTICAL AUDITING, Tenth Edition by 
Walter W. Bigg, F.c.a., F.S.A.A. xxvii +659 pp. 84x 5}. 
27s 6d net, 28s 6d post free. H.F.L. (Publishers) Ltd, 
London, and Sir Isaac Pitman & Sons Ltd, London. 

Tax Casrs, Reported Under the Direction of the Board of 
Inland Revenue. Vol XXIX, Part VIII. 94x6. 1s net. 
H.M.S.O., London. 


Our Contemporaries 


Tue Accounting Review. (Menasha, Wisconsin.) 
(October.) ‘A Critical Analysis of Accounting Concepts of 
Income’, by Norton M. Bedford, Assistant Professor, 
Washington University. 

Tue JOURNAL op Accountancy. (New York.) (October.) 
‘How Internal Auditing can Assist Management in Main- 
taining Better Controls’, by Victor Z. Brink, c.p.a., Assistant 
Controller, Ford Motor Company. 
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- Other Publications Received 


Tue Roya, Army Pay Corrs JOURNAL. (Autumn, 1951.) 

Tue Accountants Dicest. (Burlington, Vermont.) (Sep- 
tember.) 

Tax BULLETIN. (Toronto.)-(September—October.) : 

Tue [LLINoIs CERTIFIED PUBLIC ACCOUNTANT. (Chicago, 
Illinois.) (September.) - : 

THe CANADIAN CHARTERED ACCOUNTANT Tax REVIEW. 
(Toronto.) (September.) i 


SEVENTY-FIVE YEARS AGO 

From The Accountant or NOVEMBER 25TH, 1876 
From a ‘Note in Passing’ ; 
Bankruptcy 
The bankruptcy of Henry Barnett, late a dealer-in 
works of art, furnishes an example of the dangers 
attending the use of that trade device known as ‘sale 
or return’. Certain articles of furniture valued at 
about £60 were in the possession of the bankrupt at 
the time of his failure; and these. the trustee took 

possession of as part of the assets. It subsequently 
appeared, however, that the articles in question had | 


` 


only been sent to the bankrupt on sale or return; and: 
that the sender entertained very strong opinions as to 
his continued ownership of the same. A written 
agreement was handed in, showing the grounds on | 
which the debtor held the property, and the custom 
of the trade was further alleged in support of the 
present application that the goods should be at once 
delivered up. On the other side it was contended that, , 
as no affidavit had been made affirming the custom of 
the trade to be as described, the goods were in the 
order and disposition of the debtor, and so passed to 
the trustee. The Registrar admitted that in strictness 
the omission referred to ought to have been supplied; 
but as he had judicial knowledge that the custom o 
‘sale or return’ really existed, he held that the good 
so deposited could not be claimed by the trustee, bu 
must be given up to the owner. k 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee & Co (Publishers) Led, in collabor- 
ation with Taxation Publishing Co Led, have the following advantages: 
Reports of every English case are posted to subscribers as soon as possible 
after che transcript of his judgment has been approved by the Judge and ls 
available ye EVERY income-tax, E.P.T., profits tax, stamp duty and death 
duty Judgment in the English and Scottish Courts is reported x The reports 
are accredited for citation in Court, and are prepared by Mr N. E Mustoe, 
M.A.. LL.B.. Barrister-at-Law, and formerly of the Solicitor’s Department of 
Inland Revenue x The reports Include full reports of the judgments with 
detailed head-notes Ak A title and subject index Is, provided at the end of 
the year on completion of each volume, 
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` THE ROYAL COMMISSION 


HE Royal Commission on the Taxation of Profits and 
Income has suffered an unexpected blow in the loss of its 
able and popular chairman, Lorp Comen, who has re- 
linquished the chairmanship to take up his duties as a Lord of 
Appeal in Ordinary. The new chairman will have an immense 
task in reading through the evidence which has already been 
submitted and making himself acquainted with the complex 
problems involved. The: proceedings of the Commission are 
necessarily somewhat protracted and this new delay. puts the 
probable date of its report still farther into the future. This is 
all the more regrettable because witness after witness has stressed 
the urgency of the problems with which industry and indeed the 
country’s economy as a whole are now faced. 
At the Commission’s public meetings held on November 22nd- 
and 23rd, when representatives of the British Bankers’ Association, 
and Mr Nutcomse HUME, C.B.E., M.C., Chairman of the Charter- 
house Group, gave evidence, the proposed new excess profits tax, 
which featured so prominently in the Commission’s last series of 
public meetings, was not even mentioned by any of its members. 
A possible capital gains tax, also prominently discussed at the 
previous meetings, was mentioned only once, by the acting chair- 
man, Mr J. MILLARD Tucker, K.C., and no other member was 
disposed to ask questions about it. It may be that the vigorous 
and forthright replies of previous witnesses have practically killed 
the idea. As to the excess profits tax, since its details are still 
secret and will not be revealed until the Budget, there seems little 
point in discussing it now. No doubt the- Commission will still 
be sitting when excess profits tax is part of the law of the land. 
The fact remains however that without such alternative sources 
of revenue, income and profits taxation can only be altered by a 
redistribution of the existing burden. Industry’s case for relief 
has been put very forcefully but there will be equally strong 
opposition to any concessions to it if these increase the burdens 
on individual incomes, despite the argument that it is upon the 
maintenance of our industrial capacity that the prosperity of 
everyone ultimately depends. Some members of the Commission 
appear to be little impressed with the argument that it is taxation 
which is eating into our productive potential, or that relief from 
inflation should be given to entrepreneurs but not to others. 
Full consideration was- given at the last meetings to the old 


‘controversy whether allowances for capital asset depreciation 


should be given on historical cost or on current replacement cost. 
Sır WILLIAM Coates, for the British Bankers’ Association, made 
the interesting point that when wear and tear allowances were 
first introduced, in 1878, the wording used in the Statute was 


518 


such as to admit of a constructioti'which, he said, 
did not tie the allowance to historical cost. Of 
course, in those days of stable prices, there was 
little difference between historical and replace- 
ment costs, but the practice of taking historical 
cost became firmly established. Whatever the 
Legislature intended in 1878, its intention in, 
subsequent Acts has been to take historical cost 
and the Millard Tucker report endorsed this as a 
general principle, in spite of the many arguments 
against it. Since the present Government is 
presumably not tied to a general suspension of 
initial allowances as from next April, it will be 
interesting to see what use it makes of the sug- 
gestion in the report that there should be an 
increase in initial allowances in certain industries. 

A case study on the effects of inflation on 
industrial capital resources has been published 
recently by the Federation of British Industries. 
Although not expressly addressed to the Com- 
mission, it does in fact to some extent answer 
questions posed by the Commission at previous 
meetings. 

The study is based on an examination of the 
published accounts of some eighty manufacturing 
companies in the years 1938 to 1949, combined 
with answers to a questionnaire to these com- 
panies and published statistical data relating to 
price movements. The companies in the sample 
are large, having assets of more than £1,000 mil- 
lion and employing nearly 700,000 people. 

The object of the study was to throw light on 
the following three main problems: _ 

(a) How did the 1949 capital assets of the 

companies concerned compare in real terms 
with those of 1938? 

(b) How had the companies financed the 
increased money value of capital needed to 
run the business in 1949 compared with 

1938? 

In the light of (a) and (b), and of such other 
relevant factors as the volume of production 
in 1938 and 1949, what conclusions may 
be drawn as to the adequacy of capital 
resources in 1949 and in the future, and of 
the level of profits at present earned in 
industry? 

As regards (a), which is of particular interest to 
the Commission in relation to arguments about 
the running down of productive capacity which is 
alleged already to have taken place, two methods 


(c) 
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of approach were used. In the first, it was 
assumed that the book value of assets in 1938 
equalled their then real value — an assumption in 
itself a little open to question. This figure was 
then multiplied by 2$ to give its approximate 
1949 equivalent, which works out at £315 million. 
Then the book values of 1949 assets were adjusted 
by reference to dates of acquisition and subse- 
quent price movements, to give a total of 
£304 million, thus showing an apparent decrease 
of 34 per cent in real assets. The alternative 
approach, based on the companies’ own’ estimates 
of the replacement values of their 1949 assets, 
shows an increase of 13 per cent. In current 
assets there is an admitted physical increase but 
here again it is remarkably small. In spite of 
these small increases the effect of inflation was to 
require an additional sum of over £24 million 
to finance fixed and current assets. Despite the 
reduction in the proportion of profits distributed, 
the profits retained in the businesses were not 
nearly sufficient to meet this increased need, and 
resort was made to a considerable extent to. 
borrowing and the issue of fresh share capital. 

Whether or not the capital resources of the 
eighty companies were ‘adequate’ in 1949, 
judged in comparison with 1938, depends largely 
on the relative volumes of production, again in 
real terms. The number of workers in the com- 
panies increased by about one-third and it is 
estimated that production increased in like ratio. 
The fixed capital per worker, however, declina 
from £628 (at 1949 prices) to £449. ` 

The obvious weakness in some of the figures 
is perhaps largely compensated for by the fact 
that they cover a period which -we have already 
left nearly two years behind and which does not 
take into account devaluation in 1949 and 
subsequent rearmament. The study points out that 
the figures it throws up do stress the need for 
every company to place the maximum practical 
amounts to reserve. It is claimed that by so doing 
not only will each company assist in bridging the 
gap between tax allowances and real replacement 
costs, but will also strengthen the case of industry 
generally for a reshaping of the country’s taxation 
policy. 

It seems safe to assume that the Commission 
will wish to question the Federation of British 
Industries further on the figures and deductions 
in the study. 


D 
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-ROAD HAULIERS’ COMPENSATION 


able to road hauliers whose businesses are 

nationalized, continues to give rise to 
disputes between them and the Road Haulage 
Executive. The question has already been the 
subject of two leading articles in this journal — 
on December 2nd, 1950, and June 2nd, 1951. In 
ithe first we considered the compensation pro- 
visions of the Transport Act, 1947, and the 
eisen in Arthur J. Maggs Ltd v. Road Haulage 
Executive (Road Haulage Cases No 3 (England 
and Wales) 1950, page 15), which established 
tha: profits tax should not be deducted in 
arriving at profits for the purpose of calculating 
the cessation payment. This payment was 
subsequently held to be in effect a payment for 
goodwill. In the second article we discussed the 
decision in Road Haulage Executive v. W. C. and 
tiie HI. Yeoman (Road Haulage Cases No. 4 
(England and Wales) 1951, page 33) and the 
apparent reluctance of the Road Haulage Execu- 
tive to apply to other undertakings the decision 
in the Maggs case. 


R . 
Th ascertainment of compensation pay- 


Deducting Notional Remuneration 

In the Yeoman case the Transport Arbitration 
Tribunal rejected the contention of the Road 
Haulage Executive that in the case of individual 
hauliers, and partnerships, the admitted profits 
sharild be reduced for the purpose of the cessation 
payment by some deduction for the notional 
remuneration of proprietors actively engaged in 
the business. The Road Haulage Executive used 
the argument that if their contention was rejected, 
there would ensue unfairness to undertakings 
carried on by limited companies where the profit 
was in effect distributed in the form of directors’ 
remuneration. 


Excessive Directors’ Remuneration 
This precise point has now been answered in 
‘Donnelly Brothers (Transport) Ltd v. Road 
Haulage Executive, judgment in which was 
delivered by the Transport Arbitration Tribunal 
‘on November 22nd last. The Tribunal, after 
hearing evidence about the age, experience, duties 
and remuneration of each individual director, 
accepted the company’s contention that some of 
the remuneration was excessive. The excess was 


accordingly added back to profit, thus increasing 


the cessation payment. It follows then that in one 
sense the haulier gets the best of both worlds; if 
the business has been carried on by individuals 
nothing can be deducted for the notional remun- 
eration, if by companies, an excessive debit for 
directors’. remuneration is not binding for the 
purpose of the cessation payment. 


Wear and Tear and Provision for Replacement 


In the same case the Tribunal also settled a point 
arising out of the interpretation of Paragraph 3 
of the Ninth Schedule to the Transport Act, 
1947 (dealing with the cessation payment), which 
reads-as follows: 
‘3. In ascertaining the said profits or losses, such 

deductions shall be made in respect of wear and 
tear and provision for replacement of property held 
--for the purposes of the undertaking as may be just.’ 
The wording of this paragraph, incidentally, will 
be of interest to all those concerned with the 
deliberations of the Royal Commission on the 
Taxation of Profits and Income on the question 
of whether depreciation allowances should or 
should not take replacement cost into account. 

The company contended that no adjustment 
should be made to the profits shown by its 
audited accounts in which provision had been 
made for depreciation at 20 per cent on the 
reducing balance method, on the cost of the 
company’s vehicles. On the other hand, the Road 
Haulage Executive claimed that this provision 
should be replaced by a sum also calculated at 
20 per cent on the reducing balance but based, not 
on historical cost, but on the replacement cost of 
each vehicle at the date of transfer to the Road 
Haulage Executive, such substituted provision to 
commence from the date the vehicle was first 
licensed, irrespective of the date of its acquisition 
by the company. This method is based on the 
one adopted in paragraphs (a) and (b) of Section 
47 (1) of the Act, for the purpose of ascertain- 
ing the prima facie value of goods vehicles 
vesting in the British Transport Commission. 

The Tribunal considered that depreciation 
based solely on historical cost could not be said 
to be a just ‘provision for replacement’ within the 
meaning of paragraph 3 quoted above, and that the 
method advocated by the Road Haulage Executive 
served the ends of justice. 


520 


THE ACCOUNTANT 


December 1st, 1951 


BALANCE SHEETS IN THE FUTURE 
by ANGUS MACBEATH, C.A., A.C.W.A. 


The author writes: The.sun may continue to rise in the east and to set in the west; 

the ‘Mona Lisa’ may continue to greet her admirers în the Louvre with her enig matic 

look; the waters of Niagara may continue to thunder unceasingly in cascading 

towards the sea, but other departments in our daily life are constantly changing. 

Stage-coach to train to aeroplane; coracle to sailing vessel to steamship; and so on. 

This article discusses how the balance sheet may fare in the changing conditions 
of the times. 


Introduction 


HE quality of a workman is often revealed 
$ by the quality of his tools: the good work- 
man keeps his tools up to date and in step 
with current developments. It is.perhaps unusual 
to think of tools in relation to the professions but 
is it not true to say that the balance sheet is one 
of the main tools used by the accountancy 
profession? l 
Here is a tool which has been in use for a very 
long time and which has succeeded so far in 
riding the storms of the years with relatively 
little change. i 
The pressure of events may now be reaching 
such a pitch that some rearrangement in the 
balance sheet in the future may be inevitable. 
The main event which suggests this change is the 
violent fluctúation in the values of currencies: in 
sterling no less than in any other currency. A 
guide to the change in sterling is to. be found in 
the amount of the fiduciary issue which was 
£260 million in 1938 and has risen to £1,400 mil- 
lion today, ari increase of more than 500 per cent. 
We thus find that the balance sheet today is 
composed of items expressed in sterling values 
which bear little relation to each other because 
they were established at times between which the 
purchasing power of sterling varied considerably. 


The Present Day 

It is generally recognized as unlikely that the 
currencies will ever return to the purchasing 
power per unit which they have held in bygone 
years. There is really only one type of constant 
measurement of value in our civilization, an 
example of which is the quantity of time which 
a workman requires to work in order to obtain a 
loaf of bread of constant weight and analysis. 

That, of course, is to return to elementary 
economics and in our balance sheet we must make 
do with the currencies of fluctuating purchasing 
power, since it is the role of accountancy to 
express itself in figures denoting currencies. 

Though we must keep on using the currencies 


which we have, must we continue to use them 
in such a way that they become blunt instruments, 
or can we so adapt our methods of accounting 
that the currencies retain their sharpness though 
their purchasing power varies? 


Use of Balance Sheet 


The balance sheet today has a varied use. To 
the public limited company which must publish 
one, it is the financial shop window into which 
one may gaze and guess at what may be "ie 
in the shop beyond: the window where the 
financial position is laid open for inspection, to 
impress competitors, yet keep them as much as 
possible in ignorance of the working details of 
the company’s business; to satisfy shareholders 
with the stewardship of the directors; to reassure 
creditors by displaying adequate -stability; to 
convince the stock exchanges that the capital is of 
good value. The balance sheet may be of little 
use to the company in the conduct of internal 
affairs, since more up-to-date data will constantly 
be required and be available; the main use®of 
the published accounts will be as an issue to 
shareholders, as a basis for justifying the payment 
of a dividend, and to supply the profits figure on 
which the company is assessed to income-taxes. 
To the small private limited company and other 
businesses, however, the balance sheet may be 
the only statement of the financial position which 
is prepared and it, and the accompanying profit 
and loss account, may be very necessary docu- 
ments. 
Contents of Balance Sheet 
If, then, it be agreed that the balance sheet is 
indeed a main tool of the accountancy profession, 
let us look at this tool in the light of the circum- 
stances of the day. It will usually be found that 
the balance sheet legally required of the limited 
company tends to give its form to the balance 
sheet of other undertakings, with minor amend- 
ments. We can therefore think of the balance 
sheet mainly in terms of that used by the limited 
company. 
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The Companies Act, 1948, has greatly helped 
towards the uniformity of the accounts of limited 
companies by laying down a code of rules which 
must be followed in preparing the accounts, but 
there is little if anything which is E EE 
new in the basic principles. 

In examining the contents of the balance sheet 
there are aspects other then of pure accountancy 
to consider. There is, for example, the social 
aspect: a balance sheet should show a true 
position or- wrong conclusions may be drawn. 
-Large ‘paper’ profits are apt to mislead those who 
“ate uninitiated in accounting and the position 
may be merely confused ty professional explana- 
tion. Taxation policy is a second consideration of 
outstanding importance today due to the sugges- 
tion that industrial capital is being drained away 
by taxation owing very largely to the present 
methods of preparing annual accounts. 

Criticisms of the balar.ce sheet are constantly 
being made and are becoming more pronounced 
day by day and we frequently hear that the 

“profit and loss account is the more important 
Ge though the criticisms of he balance 
sheet have their effect on the profit and loss 
account also. It may be reasonable to suppose, 
however, that if the balance sheet is correct there 
must be a corresponding tendency to correctness 
in the profit and loss account as well; if we are 

_correct at the beginning end at the end we should, 
willy-nilly, be correct in the middle as well. 

It would indeed be unfortunate if the balance 
sheet were to lose its position because of neglect. 

tjus look at the normal balance sheet in detail 
and consider the possible alterations in the build- 

-up of the contents which may reasonably be 
expected in the future. 


Set-out of Ealance Sheet a 
First a word on the set-out of the balance sheet. 
We are passing through a period which is 
producing a wonderlanc. of forms, It is becoming 
a rarity to find two published balance sheets 
whose forms are alike in every respect. Some are 
in traditional debit and credit style, some are 
vertical, some have separate legal and consolida- 
ted balance sheets, some show the two balance 
sheets in adjacent colimns of one document, 
some have two profit and loss accounts — one for 
e company itself, one for the group — and others 
ublish a group profit and loss account only. 
“Yet all the accounts of limited companies must 
be drawn up in conformity with the requirements 
of the Companies Act, 1948, and probably each 
one has completely identical meat on its bones, 
yet includes some item upon which each account- 
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ant has a personal reservation of opinion, whether 
it be in the calculation of depreciation; in pro- 
vision for replacement; in showing taxation as a 
charge or as an appropriation; in stating fixed 
assets at cost or at a valuation, and the trade 
investments at cost; in valuing stock at cost or 
market value whichever is the lower; in treating 
future taxation as a reserve, or as a deferred 
liability, or as something on its own. 

The writer has great difficulty in feeling that 
there has been any real improvement upon the 
form. which Mr F. R. M. de Paula, 0.B.E., F.C.A., 
introduced in the Dunlop Rubber Co Ltd 
accounts in the 1930s. A simple two-sided form 
with the groups of items clearly defined: simple 
to the eye and logical to the mind. Whether the 
egg be black, brown, or white, square, oval, or 
round, if the contents are bad, it is a bad egg. Let 
us consider now the contents of the balance sheet. 


Fixed Assets 

Fixed assets come first. Here we have a basis of 
valuation laid down for us in the Companies Act, 
1948. Some companies show cost; some a net 
book value at or before July ist, 1948; and some 
a valuation made ata particular date. It is possible 
also to have a permutation of, or combination 
from, those three. Depreciation may be based on 
the straight-line system or on diminishing values 
and the rates used may vary up and down the 
country for the same class or type of assets. That 
is probably as it should be because: conditions 
vary so much throughout the country; for example, 
a motor-car located in a flat district of the south 
country is unlikely to attract the same physical 
degree of wear and tear as would the same car 
on the gradients of Sheffield streéts and roads. 

` “The traditional method of showing fixed assets 
is at cost, less depreciation. Is this the correct 
way for the conditions of the day? The economists 
say no: the accountants say yes. But is the issue 
merely one of academic consideration? Is the 
accountancy profession not bent on assisting the 
business community: in portraying its affairs in 
a manner which will be useful to it? Is ‘at cost, 
less depreciation’ useful to the business com- 
munity? 

We are constantly told by industrialists that the 
annual .charge for depreciation based upon 
present book-keeping methods is out of all 
proportion to what it would be if it were based 
upon the current cost of making good the physical 
depreciation which the charge covers in terms of 
cost. 

Though an accountant may tell his clients that. 
they should provide depreciation upon cost 


E 


prices he would surely never be so foolish as to’ 


advise them to cover for fire and other insurances 
to: the extent only of original cost in a period of 
rising prices. Similarly, in comparing two busi- 
nesses producing similar goods, one business by 
hand, the other business by machine, no one 
would surely suggest that the charge for increases 
in wages should be deferred by the business 
operating by hand until the time when the business 
operating by machine is due to renew its machines: 
wages increases are charged immediately, machine 
cost increases are deferred until the machines are 
renewed. The difference in timing is not to the 
advantage of ‘accurate accounting for fixed assets. 

A ‘trend towards the use of some different 
method of valuing and providing for fixed assets 
is evident today both in business and in the 
accountancy profession and it may therefore be 
reasonable to assume that the balance shéet in the 
future will have fixed assets included on an 
agreed basis which will not be necessarily the 
original cost, less depreciation. 


New Basis 
What basis is it likely to be? 

We find a tendency today for businesses to 
carry through a revaluation of their assets based 
upon conditions current at the time of the re- 
valuation and to use the new values as the basis 
for calculating the depreciation provided. Is such 
a revaluation of real, practical use in a period of 
continuing change? 

A thermometer filled with lead would hardly 
perform the functions which one expects from a 
thermometer. Is not a revaluation at a fixed date 
rather like lead in a thermometer and do we not 
rather require a system which will provide the 
equivalent of the mercury to move up and down 
with changes in the temperature, which will be 
represented here by changes in the currency 
values in which the fixed assets are expressed? 

The present writer outlined?, in 1948, a system 
to deal with the problem of the fluctuating values 
of assets, which he still considers will meet the 
requirements in this matter. 

A revaluation at a fixed date would seem to 
necessitate almost as much estimating as would 
any estimating based upon a fluctuating value of 
the pound sterling, coupled with the special 
circumstances of each industry. f 
- In the draft balance sheet printed on page 525 
the fixed assets have been entered both at original 
cost (which is a memorandum entry only) and at 
approximate current replacement cost. We have 





1 Depreciation and Renewal of Assets having Fluctuating 
Values. (Gee & Co (Publishers) Ltd). 
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also had the suggestion that the position could be 
expressed in ‘stabilized’ pounds. Can we really 
‘stabilize’ pounds? Should we not rather keep to 
the pounds which we have and move along with 
them? 

It is probable also that, from the purely 
practical point of view, accountants who have to 
deal daily with practical business men unversed 
in the technicalities of accounting would fight 
shy of having to attempt the explanation of the 
academic operations of ‘stabilized’ pounds! 

Stock-in-trade SÉ 
Next we come to the current assets and to stock- 
in-trade which will include raw materials, work 
in progress, and finished stocks. Traditionally, 
these items are included in the balance sheet at 
cost or market value whichever is the lower. This 
procedure is to anticipate losses but not profits. 
In a period of change both the cost and the market 
value may fluctuate violently but it is regarded as 
bad accountancy to ‘write up’ stock, so that stock 
which has been written down to market value+tr 
one period and is still held at the next accounting 
period is retained at the written-down value even 
though the market value has meantime doubled. 
Similarly, if ten units held of one commodity 
were purchased, each at a different price, then the 
ten units will either be shown at the ten different 
prices or at an average price which may not 
coincide with any one of the cost prices. | 

Where the basis of cost or market value is not 
used, any one of a whole host of different methods 
may be used. These varying methods such_as 
LIFO and FIFO are already widely known and will 
not be detailed here. The purpose in mentioning- 
them is to indicate that though there is a generally 
accepted basis for valuing stock, it is a basis which 
is by no means universally followed. 

It seems desirable that there should be a method 
which could be universally followed and the only 
method which would seem to be able to claim that 
virtue is that by which stocks in the balance 
sheet are valued at current replacement cost at 
the date of the balance sheet. That is to say that 
stocks would be valued upon precisely the same 
fundamental basis as fixed assets. The current 
replacement cost of stocks would be higher than 
actual cost in a period of rising prices and lower 
in a period of falling prices: the ‘book’ profit or 
loss arising from the fluctuation in values would/ 
be credited or debited to the profit and loss account. 


Debtors 


Debtors will probably continue to be entered in 
the balance sheet as they are at the: present time, 
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that is, at the net value which is expected to be 
realized after making provision for bad and 
doubtful debts, discounts, and any other amounts 
to be allowed against the gross figure. 


Investments 

Investments fall into the two categories — quoted 
and unquoted. Quoted investments may eventually 
be included in the balance sheet at the lower, or 
sellers’. quotation on the Stock Exchange at the 
balance sheet date, the book values being adjusted 
if necessary. The adjustments to the book values 
would again be credited or debited to profit and 
loss account.’ 

Unquoted investments make difficult the 
application of a current value and would therefore 
require to be retained in the balance sheet at cost 
or at directors’ valuation, where a valuation is 
made upon a satisfactory basis. 


Cash 


The next current asset is cash at bank and in hand. 
Cash in hand is self-explanatory but cash at bank 
is usually a misnomer and represents the balance 
which would be in the bank provided all the 
cheques which had been drawn at the balance 
sheet date were paid by the bank at that date. 

The correct description for cash at bank in the 
usual balance sheet would be ‘cash at bank 
according to the cash book’. The point is really 
one of academic accounting, but it would seem 
better to mean what we say and to have the cash 
at bank figure as the balance in the bank account 
according to the bank’s ledger at the close of 
Business on the balancing date, and to add the 
amount of the outstanding cheques to the 
creditors rather than to deduct them from the 
bank balance. 

Nominal Assets í 

The last group in the assets are the nominal assets 
which will include goodwill, patents and trade- 
marks and preliminary expenses. The real values 
of those assets will fluctuate daily with the 
fortunes of the business by whom they are owned. 
In default of better information they will 


probably be retained in the balance sheet at cost - 


less any amounts written off them from time to 
time. This basis is the basis at present commonly 
used. 

- .The preferable treatment for nominal assets 
would seem to be to eliminate them entirely from 
the balance sheet by deduction from the capital 
and reserves and to leave to the individual 
judgment each year the value of those assets as 
suggested by the trading results of the year. 
Alternatively, the items may be valued each year 
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by a fixed formula and included in the balance 
sheet at the values arrived at from the formula, 
but this might require disclosure of more informa- 
tion than some businesses would be willing to give. 
The treatment therefore may be‘ eliminate if 
possible, otherwise retain at book value, recogniz- 
ing that this value is not the true current worth. 
Leaving the assets side of the balance sheet we 
come across to the liabilities or, as they may more 
correctly be described, to the credit balances. 


Capital 

First we have the capital. It is customary to add 
together all the differing classes of capital and to 
bring out a single total. This total does not appear 
to be a figure which gives any useful or instructive 
information. Where priority capital has rights to 
participate in profits as well as in capital on a 
winding-up, it is probably incorrect to show the 
capital total in any other way. On the other hand, 
where the priority capital has no rights beyond its 
fixed rate of interest and priority repayment on a 
winding-up, it would appear to be more useful to 
show the priority capital separately from the 
equity capital. 

If, then, the equity capital be separately shown 
and the reserves and unappropriated profits be 
added, the total equity figure for the business will 
be obtained, so far as this figure may be ascertained 
from the items recorded in the balance sheet. 


Reserves 


Next we have the reserves which are divided 
between capital reserves and revenue reserves, the 
distinction being that the former are not con- 
sidered as available for dividend purposes while 
the latter are considered so available. 

“Capital reserves vary in type: they may be 
amounts appropriated out of profits for some 
specific purposes or they may arise from writing 
up the book values of fixed assets on a revaluation, 
or from some other special cause. Revenue 
reserves are usually appropriations of profits or 
amounts which have been realized and are 
available for distribution. 

It is suggested, and will be supported by later 
remarks, that the reserves may become restricted 
to amounts which have actually been realized so 
that no amounts would be placed direct to re~ 
serves or allocated from profit and loss account 
which had yet to be realized by sale or by some 
other means. 

Hidden reserves are specifically excluded from 
the balance sheets made up under the Companies 
Act, 1948 (except in special cases where public 
policy is involved), but the Act does not really 
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cover this matter adequately ~ it would be more 
or less impossible to do so in the present state of 
accountancy progress — because many businesses 
must have substantial hidden reserves in goodwill, 
patents, trade-marks, and other business con- 
nexions for which no value appears in the balance 
sheet. f 
Total capital and resèrves would now be split 
between the priority and the equity capital 
showing surely a more useful position than is 
achieved by the usual balance sheet today. "` 


Future Taxation 
After the total of capital, reserves and ‘surplus, we 
may find the amount set aside for future taxation. 
It is possible that the need for this item will 
disappear by the amendment of taxation law to 
provide that tax will be calculated upon the profits 
of the accounting year rather than on the profits 
of the previous accounting year as is the position 
today. So long as the present position continues 
there would be set aside the income-tax estimated 
to become payable on the current year’s profits 
and it is already becoming common practice to 
show this amount immediately after capital and 
reserves. 
i Liabilities . 

Next we have the liabilities. Firstly the long- 
dated liabilities such as debentures and fixed 
loans,, and secondly the immediate liabilities 
described as current liabilities and provisions. 

Though the intrinsic value of the currency may 
fluctuate constantly the quantity of the currency 
which has to be paid to settle the long-dated 
liabilities remains constant so that no change in 
the present treatment seems likely. In the current 
liabilities we have an up-to-date position which 
should be satisfactory for all accounting purposes. 


Provisions 
Provisions are not quite so straightforward. Some 
provisions being specific amounts such as ‘pro- 
vision for taxation accrued to date’, and ‘provision 
for dividends’, are straightforward, but provisions 
of continuing amount such as provisions for 


repairs are not. Take, for example, the provision - 


for relining blast furnaces which would appear in 
the balance sheet of an iron and steel manufacturer. 
The period between relinings may vary from three 
years to seven years according to circumstances 
in the furnaces, so that the relining provision for 
one furnace may be built up over a number of 
years. Each year would be judged on the circum- 
stances of that year but it would be most unusual, 
to say the least, if the provision were just added for 
each year to cover the experience of. that year 
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without reviewing the whole position to confirm 
that the provision was in total adequate to cover 
the estimated requirement up to that point. In 
other words, if the cost of-relining increases, the 
annual allocations to the provision made in 
previous years will be augmented to cover the 
deficiency which the increased cost has caused in 
the amounts set aside in those previous years. 
Another way of stating the position is that 
provisions of more than one year’s duration will 
normally be built up on a replacement cost basis. 


a. 


Draft in New Form së? l 


Having thus run through the balance sheet items 
there is printed at page 525 a draft balance sheet 
showing the suggested changes which have been 
discussed. 

It will be observed that the capital and reserves 
total includes only profits which have been 
realized and that any surpluses which have arisen 
on adjusting fixed assets and stock-in-trade to the 
approximate current replacement costs have been 
shown as amounts set aside for specific purposes.~ 


Disclosure 


One point which is always cropping up is that of | 
the quantity of information which should be 
disclosed in published balance sheets. 

It is not to be expected that British manufac- 
turers will be willing to reveal the amount of data 
relating to their businesses which,. for example, 
their American counterparts appear willing to 
give. It must be remembered that Britain today 
has a precarious position industrially because ol 
the great growth of industrial activity throughout 
the world and, except in the large established- 
international concerns, consideration must be 
given to the effect which full knowledge of the 
amount of competition which businesses could 
withstand would be in hands abroad. The 
American manufacturer has the advantage of a 
large home market which frees him to a consider- | 
able extent from the effects of competition in 
foreign markets. 


Balance Sheet Summary 


In addition to the balance sheet in the usual form, 4 
as shown on page 525, it is suggested that there 
may also be provided a summary which will show 
totals only and thus eliminate any possibility of 
the shareholder, who has little or no knowledge 
of accounting technique, misunderstanding the 
relationship of the figures in the balance sheet 
itself. 

As has earlier been said, a great variety of 
accounts are produced today and if a summary in 
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BALANCE SHEET, December jist, 19... 


KE € 
I CAPITAL £ £ 
Authorized, issued, and fully 
` paid. Se gi si 
Preference shares of £1 each 
Ordinary shares of £1 each -2,000,000 


1,000,000 


IL REVENÓE RESERVE AND SURPLUS 
General reserve 


3 .. 1,000,000 
Profit and loss account balance 


250,000 
——— 3,250,000 


4,250,000 
III Spectric ALLOCATIONS 
SS Amounts set aside for: 
Replacement of fixed assets 
Obsolescence of fixed assets ! 
Diminution in value of stock f 
Diminution in value of in- 
vestments ` oe 
Future taxation 


IV THREE PER CENT DEBENTURES 


V CURRENT LIABILITIES AND PROVISIONS 
Creditors and accrued charges 
Provision for taxation accrued 

~ Provision for repairs 
Provision for dividends (net) 
Provision fOr seuren oe 


£ © £ 


miei ma 
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19.5 Approxi- 
: mate re- Renewal 
Original placement provi- - 
cost cost sions 
I Fixen Asserts £ £ £ £ 
and 
Buildings 
Machinery 
and plant 
Fixtures , 
and- fit- 
tings .. 
Motor ve- 
hicles .. 
£ £ £ 











II CURRENT ASSETS 
Stock-in-trade at replacement 
cost ` 
Debtors and prepayments 
` Investments: 
- Quoted — at market value .. 
Unquoted — at directors’ val- 
uation 
Cash in hand end at bank 


III NOMINAL ASSETS £ 
At cost, less amounts written off (21,842) 
Preliminary expenses ee 
Patents and trade-marks .. 
Goodwill Së Ss Ss 





DI 


£ l £ 


=m 





N.B. — The details of specific allocations may be shown in a separate note. 


BALANCE SHEET SUMMARY 
December 31st, 19. ` 


Current ASSETS £ 
Less Current liabilities . 
2 I AMOUNT op WORKING Dem, A £ 


Fixed assets 
Less Debentures 


Deduct: Sperme Kee 
tions X 


II Ner Book Sue OF TANGIBLE Assets £ 
Deduct: Preference capital 


III Book VALUE OF EQUITY £ 
Made up of: £ 
Ordinary capital : 
Revenue reserves and 


surplus 


Less Nominal assets ` . 





standard form were supplied with each one the 
advantage to the shareholder must be considerable. 
The great need, of course, is simplicity, though 


not an over-elaborated simplicity, since that may 
create confusion by too much brevity. 


Exempt Private Companies 

Two final points on the balance sheet relate to 
exempt private companies under the Companies 
Act, 1948. An exempt private company is 
permitted to make loans to directors, which must 
be disclosed on the balance sheet, and to employ 
almost anybody to act as auditor and to sign the 
statutory audit certificate. Both those provisions 
seem bad. An exempt private company need not 
file its accounts with the Registrar of Companies, 
so that, apart from shareholders and debenture- 
holders, no one can ascertain the financial 
position of the company or who are the auditors. 

It would. appear unwise to permit directors to 
borrow from their companies because: (a) if they 
are able to give security they can borrow any- 
where; (b) if they are unable to give security then 
they are a bad risk and should be prohibited from 
borrowing, so that the interests of creditors and 
others financially interested i in the company may 
be preserved. 

Auditors of all limited companies should be 
properly qualified because: (a) the public company 
which requires to havea qualified auditor will . 
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usually already have one and have also a good 
system of internal control; (b) the small private 
company requires the qualified auditor because 
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of the greater opportunities for defalcation and 
irregularities which exist and also to protect the) 
interests of creditors. í 


INCOME TAX AVOIDANCE 


by H. A. SISSON, OPE, M.A., F.G.A. 


not raise false hopes that the author has discovered 

some way of avoiding the burden of income-tax. 
Nor would it be of much use if he had, because the 
Government would immediately close the gap by 
legislation, and make it retrospective if necessary. 


iE is to be hoped that the title of this paper will 


Fraud Ruled Out 


It is well established that the subject is entitled so 
to arrange his affairs as to attract the minimum of tax. 
But there is a fundamental limit to this right — the 
subject must not resort to ‘fraudulent practices’. 
Section 132 of the Income Tax Act, 1918, which 
dates from 1842, says that, where a person who ought 
to be charged to tax is not duly charged because he 
has: 
‘(a) fraudulently changed his place of residence or 
fraudulently converted, or fraudulently re- 
leased, assigned, or conveyed any of his pro- 


perty; or 

(b) made and delivered any statement or schedule 
which is false or fraudulent; or 

(c) fraudulently converted any of his property, 
which was chargeable, by altering any security 
relating thereto or by fraudulently rendering it 


temporarily unproductive, in order not to be. 


charged for the same or any part thereof; or 
(d) been guilty of any falsehood, wilful neglect, 
fraud, covin, art or contrivance whatsoever,’ 
he shall be charged treble the amcunt of the duty. 
There is a subsection imposing a penalty, now £500, 
on anyone who aids, abets, assists, incites, or induces, 
another person to make a false or fraudulent state- 
ment. 

Looking at the actions which may render a person 
liable to treble duty, it will be noticed that (b) says, 
‘made and delivered any statement or schedule which 
is false or fraudulent’. It does not say false and 
fraudulent, nor does it say knowingly false, so that it 
might seem that a purely innocent mistake, which 
made a statement in fact false, could involve the 
penalty. However, the judgments in the House of 
Lords case, Attorney-General v. Till (5 T.C. 440), 
established that, in the absence of negligence, an 
unintentional error does not attract any penalty 
providing that if and when the error is discovered by 
the taxpayer the Revenue is notified. 

Under {a the taxpayer is to be liable to the penalty 
if he has ‘been guilty of any falsehood, wilful neglect, 
fraud, covin, art or contrivance whatsoever’, ‘Covin’ 
means conspiracy or collusion, and is therefore 
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clearly tainted; but ‘art’ merely means skill, and 
‘contrivance’ is only the act of inventing or devising. 
It might therefore seem that the mere exercise of | 
skill and the invention of an ingenious scheme for 
minimizing tax could render the taxpayer Uable mo 
penalties, and that this would nullify the right of the 
subject so to arrange his affairs as to attract the 
minimum of tax. But the heading of the section refers 
to ‘Fraudulent Practices’, and the ejusdem generis rule 
would apply to the words ‘art or contrivance’, More- 
over, (d) starts with the words ‘been guilty of ...’, 
and it could hardly be said that a person was guilty 
of skill, unless the skill was used for some illegal or 
fraudulent purpose. Anyway the Revenue has never 
attempted to bring tax-dodgers’ schemes, however 
ingenious, within Section 132. Se 


Successful Schemes of the Past 


Now let us consider some cases involving trans- 
actions which have resulted in substantial amounts 
of tax being avoided, and see how they have been 
dealt with by legislation. 

First, CR v. Sansom (8 T.C. 20), which came 
before the Court of Appeal in 1921. Mr Sansom w: 
substantially the sole proprietor of a private company 
which made considerable profits. The company o 
course paid income-tax on its profits, but instead 
paying dividends, lent money without interest_o 
security to Mr Sansom. When the company w 
wound. up, the assets, including the accumulated ne 
profits, came to Mr Sansom as capital, and his loans 
were set off. He thus in effect enjoyed the income 
without paying super-tax. Incidentally, the author 
operated this principle on a considerable scale for one 
of his clients, but instead of winding the company up, 
cancelled the client’s loan by getting him to transfer | 
to the company some patents. However, all this was 
too good to last, and the Revenue struck back with 
Section 21 of the Finance Act, 1922, which starts 
with the words: 

‘With a view to preventing the avoidance of the 
payment of super-tax through the withholding from 
distribution of income of a company .. .’. 

The section gave the Commissioners power to appor, 
tion among the members for super-tax purpose 
undistributed income of a private company, if th 
company had not distributed a reasonable part 

its income within a reasonable time. As originally 
drawn the section could obviously be avoided in, 
many ways, notably by the use of two or more com- 
panies, and a long battle ensued between the tax- , 
dodgers and the Revenue. However, by repeated | 
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patching the law is now practically watertight, and 
~ the only sur-tax benefits to be got from limited com- 
panies are that one may retain a reasonable amount 
of profit in a genuine trading company for the 
development of the business, and in an estate com- 
pany for the improvement of the estate. : 

Next let us take Beak v. Robson (25 T.C. 333 
21 ATC 20, 50 and 397), a case in which the author 
had a hand. Here a director of a company entered 
into a service agreement with the company for five 
years at six months’ notice on either side, and in 
, addition covenanted in consideration of an immediate 
\payment of £7,000 not to compete with the company 
‘within a. radius of fifty miles for five years after the 
termination of the agreement. The Revenue sought 
to assess the £7,000 under Schedule E as arising out 
of the office, but failed all the way up to and including 
the House of Lords, where the case was heard in 
December 1942. Mr Robson therefore received the 
£7,000 free of tax and sur-tax; incidentally the com- 
pany did not seek to get the payment allowed against 
its profits for income-tax. 
























8 Retrospective Legislation 


k- Kwas easy to see how the principle of Beak v. 
Robson could be exploited, and one rather expected 
some immediate legislation, but it was not until 
efforts were made to carry sums of £ 100,000 through 
the gap in 1949, that the Government shut the door 
by Section 26 of the Finance Act, 1950, and, as some 
think unfairly, made it restrospective to 1949-50. - 


Covenants 


other interesting case is The Duke of West- 
inster v. C.ILR.(19 T.C. 490; 14 A.T.C. 77). Here 
e Duke of Westminster entered into a number of 


ersons in his employ, and deducted the gross 
uivalent of the payments from his total income for 
sur-tax. The Revenue contended that so long as the 
 covenantees remained in the Duke’s service, the 
} payments were (in effect) payments for services, and 
not allowable as deductions from income. The case 
was settled in favour of the taxpayer by the House of 
Lords in May 1933, but the door was not closed on 
this form of sur-tax saving until Section 28 of the 
Finance Act, 1946. 

The Duke of Westminster’s case is of course merely 
an incident in the war between the taxpayer and the 
Revenue about covenants and settlements, the first 
shot of which was fired for the Revenue by Section 
o, Finance Act, 1922. This is too big a subject to 
ackle in detail here, but it may be said that it is no 
nger possible to educate one’s children, while under 
e and unmarried, out of income free of sur-tax and 
partly free of income-tax. 


Children Under Age 
The best that can be done for children while they 
are minors and unmarried, is to transfer capital 
irrevocably to trustees with directions to accumulate 
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the income until the child comes of age or marries. 
If any income is advanced for maintenance it is 
treated as the income of the settlor for sur-tax. Care 
must be taken that the terms of the trust are such 
that in no possible circumstances can any part of the 
income or capital come back to the settlor or his wife. 
This is done by providing that on the death of the 
child, or of the last surviving child, the fund goes to 
the child’s statutory next of kin, as though both parents 
were dead. If the trust is properly drawn, the child, 
on attaining the specified age or marrying, can claim 
under Section 25, Income Tax Act, 1918, its appro- 
priate income-tax reliefs over the whole period of 
accumulation, and the income while accumulating 
does not count as income in the child’s own right to 
prevent the parent from claiming child’s allowance. 


Present Position 


The war of the settlements has been quiet since 
1946, and it is still open to the taxpayer to alienate 
income both for income-tax and sur-tax by making 
covenants, which must exceed six years, in favour of 
named individuals, including children if of age or 
married, providing the persons named are not em- 
ployed by him or accustomed to act as his solicitor 
or agent. It is useful also to remember that grand- 
parents can still make covenants effective for income- 
tax and sur-tax in favour of infant grandchildren. If, 
however, the gross equivalent of the income advanced 
for maintenance of the grandchild exceeds the amount 
of the child allowance in any year, the parent will lose 
that allowance for income-tax. The amount advanced 
for maintenance should therefore not at present 
exceed £70 per annum, or, if circumstances are 
suitable, should substantially exceed that amount. 

Covenants in favour of charities are still good for 
income-tax, but the payments are not deductible for 
sur-tax purposes. 


Artificial Transactions 


Although there is no clause in the Income Tax 
Acts enabling the Commissioners to set aside artifi- 
cial transactions as such, it is ‘unwise to try to avoid 
tax by resorting to transactions which are obviously 
artificial and unreal. Let ‘us consider a hypothetical 
case as follows: the directors and shareholders of a 
company wish to give a substantial reward to their 
‘manager without attracting sur-tax in his hands, and 
the directors therefore at a properly convened meeting 
resolve to buy the manager’s bicycle for £10,000, 
The transaction is duly carried through and recorded 
in the company’s books, so that the bicycle appears as 
a fixed asset at the cost price of £10,000. Incidentally, 
at a later date, this is written down to {io by transfer 
from reserve. There is little doubt that the Commis- 
sioners would raise an assessment on the manager 
under Schedule E in the sum of £9,990, and in the 
company’s assessment would only allow wear and 
tear on {10 for the bicycle; and both assessments 
might go to appeal. The appellants could cite Kirby 
v. Steele (27 T.C. 370; 25 A.T.C. 451) in their favour: 
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In this case Mr Kirby, who was a road transport 
contractor, claimed that he had sold six lorries to his 
brother for £1,500, and that about two years later 
he had bought back five of them, with another lorry, 
for £15,000. He appealed against assessments which 
did not give him wear and tear allowance on the 
£15,000. The General Commissioners dismissed the 
appeal on the ground that the appellant had not 
produced sufficient evidence to show that either 
transaction had in fact taken place, and this decision 
was supported by the Court. In the manager’s bicycle 
case there would be ample evidence that the trans- 
action had in fact taken place, and since in Mr Kirby’s 
case the Commissioners and the Court directed their 
attention to whether or not the transactions had 
occurred, it is reasonable to assume that if they had 
been satisfied on this point, Mr Kirby would have 
won his case. 

In spite of this argument, it is probable that if the 
manager’s bicycle case was brought before the Com- 
missioners, they would get out of the difficulty by 
finding as a fact that the transaction was not what it 
purported to be, namely, the purchase of a bicycle for 
£10,000, but was in substance the purchase of a 
bicycle for {10 and the giving of a bonus of £9,990 
to the manager; and the Courts would not be likely 
to upset this finding. 

Incidentally, the manager’s bicycle scheme would 
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be disregarded for profits tax under Section 32, 
Finance Act, 1951, which entitles the Commissioners, 
to’ set aside transactions for which the main purpose, 
or one of the main purposes, is the avoidance o 
reduction of profits tax. 


- Borderland Cases 


The bicycle scheme as set out above is of course an 
extreme example, but one can easily imagine border- 
land cases where for instance an oil painting of the 
manager’s grandfather is bought for, say, £2,000. 

That the Revenue are anxious about such transactions 
is shown by Section 37, Finance Act, 1951, which’ 
deals with transactions between associated persons” 
and companies and applies to both income-tax and 
profits tax. The section as it stands would not apply to 
the manager’s bicycle, unless the manager had control 
of the company, which it is assumed he had not, 
However, if steps are taken on a substantial scale to ger. 
round the section, we may expect fresh legislation. 

In conclusion it may be said that it is the duty of 
the accountant to help his client so to arrange his 
affairs as to attract the minimum of tax, but that there 
must be no covin, or concealment of any material 
fact. Moreover, one should avoid ambitious and ez, 
plicated schemes ~ it is better to be modest and save | 
a little, than to try for too much and get nothing but 
trouble and law costs. 


WEEKLY NOTES 


Metal Finishing Productivity Report 


The team representing the British metal finishing 
industry which was sent.to the United States last 
year by the Anglo-American Council on Productivity 
- published its report on Monday. Like so many of its 
predecessors, it was impressed by the cost-conscious- 
ness which exists at every level in industry and by 
the efforts of management to disseminate cost data 
to all supervisory grades. Production costs, for 
example, made up of productive labour cost, non- 
productive labour and material costs, are generally 
established weekly and made known to all concerned. 
The team considers that productivity might be 
stimulated if the same practice were adopted or 
extended in this country where, at present, only the 


higher levels of management have access to such 


information — if indeed it is available at all. Given 
the facts, the American worker does not mind work- 
ing hard to increase his employers’ profits because he 
knows that he will share in the prosperity which he is 
helping to create. 

The finishing operation in America is regarded as 
part of the production line and is tackled with 
corresponding thoroughness. There is no hint of the 
attitude that ‘finishing’ is a minor but unavoidable 
nuisance. At the same time, the American approach 


1 Metal Finishing Productivity Report. The Anglo-American 
Council on Productivity, 21 Tothill Street, London, SWr. 
(3s 6d post free). : 


to the job is realistic. If a surface, such as that of th 
bumpers or wheel discs of a car, is never under clos 
scrutiny then the standards of polishing and inspe 
tion are deliberately lowered and what is called 
‘kerb-side finish’ is applied. On the other hand, th 
surfaces of articles constantly being looked at a 
close range, such as powder compacts and cigarett 
cases, are finished to a high standard. The team 
recommends that similar discrimination might be 
made in this country although care would have to be 
taken not to affect the reputation for high quality 
goods which Britain enjoys. 


Income Tax Consolidation 


The draft Income Tax Consolidation Bill which we 
referred to in our issue of March 31st last has now 
been presented to Parliament and has had a second 
reading. The Bill as presented contains three addi- 
tional sections, being the substance of Sections 23, 
36 and 37 of the Finance Act, 1951, dealing re- 
spectively with building society arrangements, avoid 
ance of tax by changing a company’s residence, an 
sales between associated persons. There have bee 
other, slight, amendments arising out of comments 
made in response to the invitation issued when the 
draft Bill was first published, for instance the word 
‘allowance’ in clause 225 (5) has been altered to 
‘relief’. However, the point we made as to the 
proviso to that sub-clause has not been met. It 
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ARE YOU SATISFIED? 
‘ Ww. a 
`.. . that the happiness and comfort of 
` your home and.those in it are secure? 

This question arises in moments of 
meditation, and if the answer is in 

any way doubtful, it is time 
for you to take stock of the 
position. 

For small quarterly o contri- 
butions the Scottish Clerks 
Association offers you security 
in times of sickness or unem- 
ployment, additional to the 
National Insurance Scheme. 



































For full particulars apply to 


e THE SCOTTISH CLERKS 


2 Personal Unemployment : A S SOCIATI 0 N 


Life and Endowment “Head Office: 93 WEST REGENT ST., GLASGOW. C2 
P La INSTITUTED 1886. 
Junior Endowment (for your children) 
























































London Office: DRAYTON HOUSE, GORDON ST., WC) 
Edinburgh Office: 44 FREDERICK ST. 


“Surely that’s not a matter ‘the my decision ? Send Simpkins ` 



















out to get some.” But, of course, anything that aids office 
efficiency is a matter for high level decision. Office efficiency is 
dependent not ‘only upon organisation and training but also, 
to an appreciable extent, upon the quality of such mundane 
equipment as pencils, nibs, files . . . and blotting paper. Com- - 
parative tests for swiftness of absorption and length of life 
will demonstrate quite clearly that, in the matter of blotting 


-THE BLOTTING PAPER KNOWN BY NAME 


. . l Obtainable from all Stationers and Stores throughout Great Britain and Eire 
T. BL FORD LIMITED, 39 KINGSWAY, LONDON, W.C.2-: 
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GREATER ACCURACY 


WITH LESS LABOUR AND IN SHORTER TIME i 
WHEN RECEIPTS ARE PREPARED IN 


oti 
4 


RE also * Manicop y 


be used for Sales and way 


Purchase Ledgers (e TEE 
Cheques and dP. AYE -K = ji \ d Rede and Cash Book prepared al 









- A E a - one writing. 
= = ; “EE x A - With the MANICOPY there ts no 
== ` ` = SR time. wasted handling carbons, and all 


errors in transcription are eliminated. 
The Cash Book is a line-by-line entry 
and provision is made Joe nine analysis 
columns. 


e 
Ask for llustrated. VR 
Booklet A40 


Demonstration anywhere in the U.K., without obligation 


ICH Phone : WESt Bromwich: 0506 Grems Manifold, Watt Bromwich 


Branch Offices at: BELFAST, BIRMINGHAM, "BRISTOL, CARDIFF, GLASGOW.. LONDON, LEEDS 
LIVERPOOL, MANCHESTER, NEWCASTLE- ON-TYNE, NOTTINGHAM, SHEFFIELD, WOLVERHAMPTON 


BRUNSVIGA uo E 


EE are 

























Half a century of experience has enabled 
‘BRUNSVIGA engineers to watch their machines 
operate under the severest working conditions and 
= keep BRUNSVIGA calculators at Oe highest ` 
standard of efficiency. All BRUNSVIGA machines ` 
= have automatic transfer, ten’s transmission for 
short-cut multiplication and division and lever- - 
setting to eliminate: human error. See 
BRUNSVIGA and judge for yourself. 
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: CUT YOUR 
‘TYPING OVERHEADS 


How many ‘typing hours’ does your Shorthand 
Typist or Secretary spend in copying letters, 
extracts, reports, etc? 
What is your expenditure E Copy Typists 
or Copying Agencies? 

m~4n OZARAPID automatic ‘Develop’ equipment in 

~. your office enables you to make perfect facsimile 
copies of any type of document, whether in sheet or 
book form, or of any printed material. Documents 
of a confidential nature can be copied by yourself ` 

` or your Secretary in just two minutes. OZARAPID 

produces simultaneously a negative and a positive: 
thus from the legal aspect an OZARAPID copy is a 
true facsimile in the strictest sense. 


Where several. copies are required from 
a single original, the Ozalid Ozarapid 
Process reduces the cost per copy (quarto) 
to little more than ONE PENNY. 


RAPID 


For further information write: 


OZALID COMPANY LIMITED 
(Ozarapid Division) 


- 62 London Wall, London, E.C.2 
Tel No. MONarch 9321 








‘those letters are urgent! 
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A COPY OF ANY DOCUMENT 
(or page of a book) 

in 2 MINS! 





‘Don't stop gou, 


_.. Pil dictate this on an Emidicta!’ 


With the “Emidicta” Dictation 
Machine you can dictate immediately—you are no 
longer dependent upon the availability of a Secretary 


‘ora Shorthand-Typist. And of course, as your Secre- 
. tary need not spend hours taking down shorthand, you 
_ get correspondence back more promptly, and she gets 


more time to be an efficient Secretary. In fact the 
““Emidicta” makes office life easier and more produc- 
tive all round. 


* 


The EMIDICTA is.made by 
E.M.I. (His Master's Voice, 
Marconiphone, Columbia, etc.) 
masters of the art of record- 
ing and sound reproduction. ` 


Ak s 


Emidicta 
ELECTRONIC DICTATION SYSTEM 


Send for Free Brochure giving full details of the unique advantages 
of the EMIDICTA; or let us arrange an office demonstration. 


E.M.I. SALES & SERVICE LTD 
(Emidicta Division, Dept. 22} l 
363/367 OXFORD STREET, LONDON, W.1 
Telephone: Mayfair 8597, Grosvenor-7127/8 : 


EMAS 


AAA AAAAAAAAAARAALAL 


Only Ten Days | 


for 









' after receiving a .* quotation an 

"indemnity insurance a Scottish firm of 
accountants was faced with a. claim ~ 
_ their first in thirty years—and they had 


not completed their proposal form. 


What a Costly Ten Days! 
Ie 


you have not insured let "us quote you ` 


The unexpected invariably happens. 


now. A’slip may be costly but indemnity -~ 
insurance against errors and omissions 


is comprehensive, retrospective and- 


inexpensive. 


MUIR BEDDALL & CO LTD 


Specialists in Indemnity Insurance 


37 GRACECHURCH ST, LONDON, EC 
` Telephone: MANston House 3414 (14 lines) 


AND AT MANCHESTER, PARIS, MONTREAL AND TORONTO 


I can help you 
in your office . 


. not only with the appear-. 
ance’of your letters, but ‘iti: 
the ‘speeding up of your: 
other office work. As an’ 
Imperial Agent I can give 
you details of the most. 
efficient typewriter instal-: 
lation for your particular 
business.” s 


Your nearest Agent is in 

the Telephone Directory 
| under 

‘Imperial Typewriters’ 


Imperial Typewriters 
and Service 
imperial. Typewriter Company Limited, Leicester 
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Orderly minds insist 
upon... 


















he SELDEX Recording System can be made 

an integrated part of the day’s transactions 
and operations, giving speedy and EES 
minute reference on all. matters. 


SELDEX provides for indexing and cross- 
indexing, classification and sub-classification, 
- and.permanent and temporary records:: 


SELDEX enables you to progress effectively 
work in hand, plan for the future, and keep an. 
eye on all urgent matters. 


SELDEX, because of its flexibility, can be 
applied to every sort of business, to give what- 
ever presentation of facts may be required} 
















It is the counterpart of orderly planning and ~ 
control. The coupon below will bring you full 
details of this simple, yet extremely: apral 
system. = 
. FOCUSES YOUR FACTS l 
_ me ee be Ze a e e en 4 
1 To SELDEX (Dept. G) 
| CONSTRUCTORS ummo ! 
| TYBURN ROAD, ERDINGTON, BIRMINGHAM, 24 
Please send me, without obligation, details of Seldex systems, | 
I particularly relating ro... 1 
| ` Departments, and à free copy of ‘Seldex, How it Works’. i 
LS Names Eder cove Been Eé ese DEE | 
e Eiere Ne EE e SEN Fee 
i Address... EN ‘| 
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| SELDEX VISIBLE RECORDING SYSTEMS 
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concerns marginal life insurance relief. At present, 
the deduction in the computation of marginal relief 
is one-quarter of the full standard rate on the excess 
of the income over £1,000 or £2,000. Under the Bill 
the standard rate will be restricted to 7s, thus increas- 
ing the relief. Either the Bill does not accurately 
reproduce the existing law or the Revenue practice 
has for some years been wrong. 

It is hoped that the Bill will be on the statute 
book in time for the tax year 1952-53. 


Morris-Austin Merger 
A plan for the complete merger of Morris Motors and 
the Austin Motor Company was announced. last 
week-end. So far only the broad financial arrangements 
have been divulged and details of what each company 
hopes to get out of the new plan in terms of more 
efficient production will have to await a further 
announcement. It will be recalled, however, that the 
two companies made an arrangement some time ago, 
which was never put into effect, to exchange technical 
information and adopt standardized components and, 


so on. Presumably, the new scheme has been designed. 
to bring the economies of ever larger scale production * 


“anid the benefits of standardized components to the 
new group. It seems to be the intention, however, to 
maintain the goodwill of the existing companies by 
retaining the characteristic Morris and Austin 
models. 

The financial arrangement, so far as can be seen 
from the first announcement, is a simple one. By 
something of a coincidence the two groups are about 
the same size on a conventional, approximate 
measurement. The last balance sheet of Morris 
totalled £35 million; that of Austin, almost £31 
million. The ordinary shares of one company are 
-priced by the market to within a shilling of the other. 
The merger will be brought about by an exchange of 
ordinary shares by the shareholders of each group for 
shares in a new holding company. The rights of the 
prior ranking capital of each company is guaranteed 
both as to income and capital. The scheme comes into 
force provided that Treasury agreement and that of 
go per cent of the ordinary stock and shareholders are 
obtained. t 


` Steel for Aluminium 


A means had now been found of obtaining for this 
country a certain amount of steel from the United 
States — 3 prospect which at one time seemed 
exceedingly doubtful. During the first quarter of 
1952 this country will receive from America 25,000 
tons of finished steel and may place orders in the 
United States for 46,000 tons of ‘premium price’ 
ingots. In return, the-United States will be allowed 
‘to buy 22 million lb. of Canadian aluminium ingot 
which were destined for delivery to this country. 
The aluminium will be sent to Britain by the United 
States aluminium industry in the fourth quarter of 
next year. In other words the aluminium from Canada 
is a loan against future delivery to this country. This 


THE ACCOUNTANT 


529 


‘country gets one other benefit from the scheme. 
United States scrap merchants have agreed to stand 
aside in favour of the British in the German scrap 
“market. 

This deal has been made possible by the temporary 
difficulties in which the American aluminium industry 
finds itself. The allocation scheme to users has broken 
down; there is a power shortage (electric power in 
large quantities is necessary in the production of 
aluminium) and there have been sharp growing 
pains in the vast expansion programme which the 
American aluminium industry has set itself to achieve 
this year and next. In Canada, however, expansion 
has gone ahead, fortified by long-term contracts with 
this country, and the industry in that country is 
` producing up to schedule. 

Behind the actual case of steel and aluminium lies 
a general principle. This is the first instance of 
barter among contract holders in this country and 
the United States since the days of the war. It surely 
points to the possibility of this technique of co- 
operation being used in other cases in future. 


Commonwealth Trade in 1950 


The recently published memorandum on Common- 
wealth Trade in 1950 (H.M.S.O., price 6d) covers a 
_ year which may yet achieve some notoriety in the 
“annals of the Empire’s trade. At the time it looked as 
though it was a year when the dollar problem in its 
post-war phase was for some time at any rate sub- 
stantially solved. A new trend in trade seemed to have 
developed — a new trend in world trade in fact. But 
towards the end of the year it became clear that 1950 
was more likely to go down as a freak ~ as an isolated 
instance contrary to the general trend. By early 1951 
it had become clear that 1950 had not removed the 
dollar problem but had merely provided a very 
temporary respite. 

The figures of Commonwealth trade for that year 
reflect the temporary fortunate features about the 
rest of the world’s trade with the dollar area. The 
Commonwealth maintained its position as a world ` 
exporter, that is, it held its proportion of the total. As 
an importer it lost some ground. A glance at the 
movements of export and import prices compared 
with the changes in the volume of trade shows how 
much was owed to the high prices obtained for 
certain Commonwealth commodities. Export prices 
were higher on the year in the United Kingdom; they 
were fantastically higher for Australia; New Zealand 
and Ceylon also recorded large advances. Import 
prices were notably higher for all members of the 
Commonwealth (colonial territories are not shown). 
So far as volume was concerned, this country, Ceylon 
and Southern Rhodesia exported more and Australasia 
imported considerably more. 

These features in 1950, of course, were to provide 
the seeds from which germinated the setback of 
1951 —for apart from wool which has had meteoric 
rises and falls this: year, the world trend of prices 
has swung against the Commonwealth. 
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FINANCE AND COMMERCE ; 


Stock markets have gained some respite and have 
developed a steadier tone. The prospect of further 
new issue operations despite the heavy failure of the 
Lever debenture operation still causes uncertainty. 
Markets remain very tender. 


Thornycroft’s Fiftieth Year 

We give this week the accounts of John I. Thorny- 
croft & Co Ltd, shipbuilders and repairers, marine 
engineers, and motor vehicle constructors. This 
report and accounts in the original is a first-class 
product. It is the company’s fiftieth year and a 
thirty-six-page high-gloss illustrated booklet has 
been produced to mark the occasion. In this respect, 
shipbuilders are fortunate. Their products make such 
excellent pictures for the annual report — including, 
in this case, cargo and passenger ships, launches, 
yachts and a stern-wheeler. The accounts are marked 
by excellent layout. 

The profit and loss account this year is set out in 
single-column form over two pages. This year’s 
profit includes a substantial amount in respect of 
delayed settlement of contracts completed or largely 
completed before the beginning of the year. In this 


connexion, Sir John E. Thornycroft, the chairman; ’ 


emphasizes that no one year can be taken on its 
own, as very often new construction and repair jobs 
extend over two or three accounting periods. Similarly, 
new design before the production of new commercial 
vehicles may involve a number of years’ intensive 
effort before the results of the work show returns to 
the profit and loss account. ` 


E. K. Cole 


Our thanks are due to the Chief Accountant of 
E. K. Cole Ltd for a reply to a reader’s query on the 
company’s accounts, which appeared in our issue of 
August 11th. The point raised was that the consoli- 
dated balance sheet showed ‘Excess profits tax post- 
war refund’ at £7,320 at March 31st, 1950, and at nil 
on March 31st, 1951, without explaining what had 
happened to the reserve. 

In his letter the chief accountant explains that the 
refund was in respect of a subsidiary, the controlling 
interest of which was sold during the year, and refers 
our reader to page 133, where he will note that the 
excess profits tax post-war refund does not appear in 
the parent company’s balance sheet, whilst it does 
appear in the consolidation. ‘Furthermore, if he again 
refers to page 133’, the letter continues, ‘he will note 
that the investment at cost in subsidiary companies 
has shown a very heavy reduction as between March 
1950 and March 1951, whilst trade investments have 
shown a considerable increase between 1950 and 1951. 
The chairman, in his statement, referred to these 
significant changes, which are naturally reflected in 
the consolidated balance sheet, but he did not refer to 
every individual change due to the loss of control of 


the former subsidiary company indicated above. 
‘There seems to be no necessity in our view’, the 
chief accountant’s letter concludes, ‘for the company 
to make specific reference on the face of its accounts 
in respect of the disappearance of the excess profits 
tax post-war refund when the amount is not material 
in view of the size of the balance sheet and when it is 
self-evident from the study of the accounts what has 
happened.’ 
` Tribute to E.S.A. 
We are indebted to Mr L. B. Dyball, a.c.a., Financial” 
Director of The Educational Supply Association Ltd, 
for his company’s accounts to May 31st last. The 
company provides books and furnishings for schools 
and gives a useful indication of its activities, with 
pictures of ‘E.S.A. school furniture in the post-war 
classroom’. With the pictures is an extract from a 
letter from a director of a county education authority 


. who, on his retirement, pays tribute to ‘the absolute 


integrity, fair-dealing, sportsmanship, “give and take” 
and, above all, the courtesy, tact and dignity with 
which all members of the firm have dealt with us.--— 

Mr W. R. D. Crowther, the chairman, draws 
attention in his statement to the rise in the cash item 
from £114,770 to £163,809 and to the fact that the 
figure now exceeds the £150,000 bank loan. There is 
no loss on bank interest paid, he explains, because 
interest is only paid on the net balance when the loan 
is more than the cash. Arrangement has now been 
made to run on overdraft instead of on loan account, 
which means that in future years only the net cash 
position will appear, instead of loan one side and cash 
the other. 

Right Impression SC 

Despite all that has been said on the subject of 
preliminary statements of profits in advance of the 
actual publication of accounts, one still sees these 
statements prepared with lack of imagination. The 
essential aim must be to ensure that the information 
given is capable of only one construction — and that, 
the right one. 

A good illustration of best practice is provided by 
The Vigzol Oil Co Ltd. The directors of this company 
state that ‘we have given you the profits before 
taxation, as, if we had not done this the profit after 
taxation would show a reduction, giving the impres- 
sion that the profit for the year was lower than last 
year, which is not the case’. 

It may seem all so very simple, but it is surprising 
sometimes what little regard seems to be given to 
conveying this right impression. 

Money Market : 
There was a further rise in the Treasury bill rate on 
November 23rd to 19s 2-96d per cent. Applications 
totalled {237,590,000 for the £170,000,000 of bills 
offered and allotment was on a 63 per cent basis with 
the bid at £99 15s 2d. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. | 


Capital Employed 

Sir, — With reference to the correspondence under 
this heading, I agree that a definition of capital 
employed is required, fully supported by details of 
the items to be included and the items to be excluded 
from the calculation. d 

Tunderstand ‘capital employed’ to be the total assets 
appearing on the balance sheet, less the other invest- 
gents, and less the trade creditors as shown below. If we 

e the items appearing on the average balance sheet 
we can make clear the treatment of the various items: 
Liabilities: Share capital — ordinary, preference. Capital 
reserves — profit on sales of assets, share premium 
accounts, other capital reserves. Revenue reserves — 
general reserves, special obsolescence, bad debt 
reserve, replacement reserves, stock reserves, superan- 
nuation, other reserves, profit and loss account balance, 
reserve for future taxation (3), debentures, bank 
overdraft, loans, benevolent fund (4), trade creditors 


(2), accrued charges (2), tax payable (3), dividends 


roposed but NoT paid (5). 
(oi, Fixed assets (after depreciation), stocks and 
work in progress at full cost, trade investments 
(including shares in subsidiaries), other investments 


(1), trade debtors at full value, cash, tax reserve 


certificates (6), treasury deposit receipts (6), goodwill 
(7), trade-marks and patents (7), loans to employees, 
payments in advance. 

From the foregoing, capital employed is made up 
of total assets less: (1) other investments (i.e. capital 
unemployed for a fairly long period); (2) trade 
creditors and accrued charges (i.e. capital obtained 
free for the time being). 

There are a number of items appearing above which 
Yequire clear decision as to their treatment, as follows: 
(3) Reserve for future taxation and taxation payable. 
This is in the form of a short-term loan. When it is 
paid, capital employed is reduced. This does not seem 
to be the same as 2 creditor from whom something has 
already been received; (4) benevolent fund and 
employee savings. This again appears to be in the 
nature of a temporary loan to the company; (5) 
dividends proposed but not paid. -This is somewhat 
similar to tax reserve; (6) tax reserve certificates and 
treasury deposit receipts. These are in the nature of 
capital temporarily.unemployed. Possibly these should 
be deducted from total assets when calculating capital 
employed. This point is open to question, however, 
as the argument could be extended to cover cash as 
well; (7) goodwill, trade-marks and patents. It may be 
argued here that these assets are of a doubtful nature 
and may have very little trading return. Since it is the 
normal practice to write them off as rapidly as possible 
then this may be a justification for excluding them 
from the assets. 


= It seems to me that the term capital employed must 
be taken to mean the capital actually in, use. If it is 
intended to mean capital available then clearly 
investments, tax reserve certificates and treasury 
depost receipts should be included. 

- Again, it must be admitted that differing policies 


of stock valuation and depreciation appreciably affect 
the resulting calculation. However, this figure is of 
such value in measuring business efficiency that it 
should be clarified, and, within the obvious margins 
of the difference, ‘applied to various businesses for 
comparative purposes. 

Any consideration of capital employed must also 
include net worth. Net worth should be defined as 
the real worth of the business to the proprietors, i.e. 


‘the equity value of the ordinary shares. 


Once capital employed is determined, it is a simple 
step to assess the net worth. All borrowed capital of 
any kind must be excluded. Bad debts and stock- 
losses may be deducted to the extent that they are 
known.» If these provisions, however, are in the 
nature of general reserves they should not be deducted. 

In this country and abroad, terms ‘capital employed? 
and ‘net worth’ are used indiscriminately and without 
clear definition. It is most important that this 
confusion should be cleared between these two terms. 

I hope that some clarification will come out of this 
correspondence being conducted in your columns. 

Yours faithfully 
7 Hitchin, Herts. J. H. WILSON, A.C.W.A. 


French for “True and Fair View’ 


Sir, — My best thanks are due to your many :corre- 
spondents for their very helpful suggestions. If none 
of them is so completely satisfactory as to be indis- 
putably better than the others, my humble suspicion 
is that the translation of ‘true and fair’ into English 
is not very easy, either. 

A glass of Muscadet whenever he cares to claim 
it to ‘Langue Dans Joue’ whose translation into the 
language of that part of France is at least: over- 
whelmingly ‘true and correct’. 

I am, Sir, 
Yours faithfully, 
R. A. BOURNE-PATERSON, Mä: A.C.A. 

Brussels. 


[Mr Bourne-Paterson’s original letter, written 
from London, appeared in our issue of October 13th 
last. — Editor. ] 


The Complete Answer 


Sir, — I think I had the complete answer last week. 
I had completed the accounts of a large women’s 
organization, and was rather doubtful as to how the 
person I was with would deal with the queries which 
might be raised at the general meeting of members. 

“How will you answer’, I said, ‘if you are asked a 
question on the accounts and cannot reply?’ 

‘Oh, that is quite simple,’ she replied. ‘I shall say 
to the questioner, “If you would like this job, ‘you 
had better come up here and do it!” ? 

Yours faithfully, 


_ Evesham, Worcs. - WILFRED PULLETT. 
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EVIDENCE OF THE BRITISH BANKERS’ ASSOCIATION |. 


The Royal Commission on the Taxation of Profits and 
Income met in public again on November 2and and 
23rd, in the hall of the Society of Incorporated 
‘Accountants and Auditors, for the purpose of hearing 
oral evidence from representatives of the British 
Bankers’ Association and from Mr H. Nutcombe 
Hume, c.B.E., M.C., Chairman of the Charterhouse 
Group. 
Resignation of Lord Cohen 

The proceedings were opened by an announcement by 
Mr J. Millard Tucker, gc, that owing to Lord Cohen’s 
appointment as a Lord of Appeal in Ordinary, the 
duties of which took precedence, Lord Cohen had 
been obliged to relinquish his chairmanship of the 
Commission. Pending the appointment of a new 
chairman, Mr Millard Tucker had been asked by his 
colleagues to take the chair. 


British Bankers’ Association 


Sir William H. Coates (Vice-chairman, Westminster 
Bank), accompanied by Mr A. H. Ensor (Chief General 
Manager, Lloyds Bank) and Mr W. Manning Dacey 
(Economic Adviser, Lloyds Bank), then gave evidence 
arising out of the memorandum submitted by the 
British Bankers’ Association to the Commission and 
which was reviewed in this journal on August 4th last. 
He agreed with Mr Millard Tucker that the depletion 
of the reserves of industry, complained of in the 
memorandum, was only partly the result of taxation. 
He maintained that apart from the harmful effects of 
high tax rates, the tax itself was levied on more than 
the true profit because its computation did not allow 
for the increased costs of maintaining the stock and 
fixed assets. A trader sold two things, the goods he had 
purchased, and with them a perhaps minute proportion 
of his fixed capital which had been expended in 
performing services in relation to those goods. The 
profit arising through inflation in relation to the goods 
or raw material held was purely artificial; it had to be 
ploughed back to buy new goods at the inflated prices. 
The acting chairman asked what part of the profit 
shown by the accounts was to be regarded as not real 
profit in times of inflation and Sir William suggested 
that an index number could be applied for each 
industry; he had not applied his mind to the specific 
computation of the excess profit. When the acting 
chairman pointed out that if the business receipts 
came in in depreciated pounds, the business outgoings 
and tax were paid in the same units, Sir William said 
that he was concerned with the loss in real physical 
capital. It was the use of money which gave rise to the 
problem, when it depreciated it automatically inflated 
the apparent value of the closing stocks which in turn 
led to increased tax which took away part of the real 
capital. As to the specific remedy for dealing with this 
problem, that was a matter for economists and tax 
experts. 
Depreciation of Fixed Assets 

Turning to the question of fixed asset replacement, 
Mr Millard Tucker said there seemed to be two main 
suggestions for dealing with the rise in prices. Under 
the first, the assets would be written up to the present- 


day value, then written down by the amount of their 

past life, so giving a new written-down value for the 

purpose of income-tax allowances from now on. The 

other method was to double the present income-tax 

written-down value and calculate allowances on that. 

Which method did witness advocate? Sir William said 

that the British Bankers’ Association had not regarded 

the invitation to give oral evidence as one which 

suggested that it should provide solutions for the 

problems set out in its memorandum. It recognized 
that broad compromises would be necessary but was 

not qualified to settle the details. However, if deprecia- 

tion allowances were increased by reference to in- 

creased replacement cost, there should be no set-off to 

take into account the increased value of the plant, in’ 
money terms, to the trader, such a set-off would mean 

confusing the real with the nominal. Even with plant 

which would not require renewal for many years, and 

the allowing for the fact that all repairs and also 

renewals of small parts would be deductible, he still 

thought that the wear and tear allowance should be 
stepped up to reflect the present cost of replacing that, 
plant. Of course it would not be practicable to makea 
separate adjustment for each item, there would have 

to be a broad method of approach. 


High Taxation the Real Trouble 


Mr Millard Tucker, after quoting from the Associa- 
tion’s memorandum, said was it not inherent in the 
Association’s complaint that taxation was in any event 
too high and that higher depreciation allowances alone 
would not wholly cure it? Sir William agreed. 

Mr Millard Tucker said that there was not much 
real evidence that high taxation restricted enterprise, 
so much depended on personal circumstances. Sir 
William said that people in regular employment-who , 
did extra work tended to do it for a different employer ` 
so as to avoid P.A.Y.E., that was the same as refusing 
to work overtime at all. Mr Millard Tucker did not 
think these were the same; one was evasion, the other 
was avoidance. 


Risk-bearing and Saving We 


The acting chairman referred to paragraph 22 of the 
Association’s memorandum, which dealt with the 
reduction in the supply of risk-bearing capital and 
made the point that on the one hand the weight of 
taxation hampered the accumulation of reserves for 
development while on the other the discriminatory 
taxation of dividends had induced companies to rely 
on loan capital. He asked if the banks had evidence to 
support this, and Sir William said they believed they 
saw evidence of a reduction in the supply of capital. 
The fact that heavy taxation prevented saving was 
only partly the reason. 


Inflation ae 


Mr Kaldor questioned the Association’s argument“ 
that it was because of taxation that industry was in a 
less liquid position than in 1946. That was a year 
when physical assets would naturally be run down 
because of the war, with liquid assets correspondingly 
higher. It would be more satisfactory to take 1938 
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res if they were available. He made the point that 
dee: re interest and similar charges paid by industry 
“did not nicrease in times of inflation. Sir William said 
t that the entrepreneur was more important than the 
man who merely lent money because it was upon the 
entrepreneur that our productivity depended. Any- 
thing which made it more difficult to maintain the 
earning power of the United Kingdom in this competi- 
tive world was to be deplored. — 

Mr Kaldor said that inflation usually went with high 
profits, but witness replied that this was in money only 
and in any case the Inland Revenue took a large 
proportion. Turning to asset replacement Mr Kaldor 
said that taking initial allowance into account, the total 

-allowances actually given for tax purposes far exceeded 
the rise in prices. Witness replied that this did not take 
the increase in production into account; the Inland 
Revenue report and the White Paper on national 
income both showed the tax allowances for depreciation 
‘to be inadequate. He could not say whether a linking 
of the concession sought for with a corresponding 
revaluation of debtors and debentures would nullify 
the concession. He considered the trader to be the more 
important member of the community; those who lent 
at fixed interest deliberately chose the risk of a fall 
in the value of money. 


SO Real Capital and Bank Loans 


Mr Hicks, like Mr Kaldor, doubted the figures in the 
Association’s memorandum as proving that inflation 
and taxation were the cause of the decline in liquidity 
since 1946. He thought that the figures for 1949 and 
1950 were nearer to normal than those for 1946. 
` Adverting to Sir William’s argument that it was mis- 
leading to look at current money values of business 
assets in arriving at its taxability, Mr Hicks asked 
whether, when a bank was considering making an 
advance to a business, it looked at real capital or at 
current money value. Mr Ensor said it was unusual to 
lend on capital, it was more usual to base the loan on 
the profits. 
vr A ES 
KN 


On November 23rd, Mr H. Nutcombe Hume, C.B.E., 
MG (Chairman of the Charterhouse group), gave 
evidence, arising out of a memorandum submitted by 
him. He was accompanied by Mr W. R. L. Warnock. 
Mr Millard Tucker thanked Mr Hume for the 
helpful figures which had been included in his memor- 
andum. So few witnesses, he said, supplied figures to 
explain or strengthen their submissions. Witness had 
no doubt read the Millard Tucker report which 
suggested that the real trouble facing industry was not 
the inadequacy of allowances but the high rates of tax, 
but clearly witness thought that high rates of tax were not 
the source of the trouble so much as an uneconomic 
tnethod of accounting for tax purposes. He then asked 
for further explanations of the figures accompanying 
Mr Hume’s submission, figures which showed how, 
on certain assumptions, a business which continued to 
Kë steady profits had nevertheless insufficient cash 
0 replace capital assets when they wore out. 


Profit Margins and Inflation 


Mr Kaldor asked why, when the turnover in the 
example stated was increasing by ro per cent each 
‘year, the trading profit was assumed to continue at a 
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Mr Crick said it was generally agreed that taxation 
was now used not only to raise revenue but also as an 
instrument of economic policy. Did witness regard 


that trend as a healthy and welcome one or one to De 


deplored — looking at it not as a banker but as an 
economist. Sir William said it was to be welcomed in 
principle but deplored in its application; he ‘denied 
being an economist.  ,„ 


Stock Valuation 


Mr Carrington asked, in relation to inflation of prices 
of stock-in-trade, whether witness thought that the 
method available in the United States would be 
-beneficial here. It was essentially a base-stock method 
with a provision for ‘involuntary liquidation’ and could 
be said to be a combination of LIFO and base stock. 
Witness said he did not fully understand the system. 
Mr Carrington said that the base-stock method had 
been accorded to the cotton trade in the 1914-18 war, 
but after that war they had asked the Revenue to drop 
this method — perhaps unwisely as matters had turned 
out. Suppose current money prices of stock fell sharply 
below the basic value, should the trader have an 
allowance on that account? Witness thought not, since 
the real value would be the same. Asked whether he 
would, as a banker, accept accounts on such a basis, 
witness said he would if it was official policy to have 
accounts on such a basis. Mr Carrington pointed out 
that if the base stock was sold out at the low monetary 
figure, the bank which had made a loan on it would 
still‘expect to be paid in full. Did not that mean having 
two different bases on accounts, one for the tax- 
gatherer and one for creditors? Sir William said he 
was faced with the conclusion that both accounts 
would be true. Asked which accounts he would present 
to the shareholders he said that current prices would 
have to be shown but with explanatory notes. It was 
not possible to explain everything to shareholders — 
profits tax computations and balancing charges were 
examples. He undertook on behalf of the Association 
to look into the American method referred to. 


MR NUTCOMBE HUME’S EVIDENCE 


fixed percentage of the turnover. Was it not true to say 
that in the conditions of continuous inflation postulated 
in the example, profit margins tended to rise. In those 
conditions, traders who held stock made fortuitous 
profits because the value of stock held was rising all 
the time. Mr Warnock said this was true only 'where 
the rate of inflation increased. Mr Hume said that in 
real life conditions were not so easy for the trader as 
Mr Kaldor assumed. The ideal solution. was to put 
prices up to replacement cost immediately on any 
increase, but competition prevented that. 


Mr Hicks and the College Wine. 


Mr Hicks cited the example of wine supplied to a 
college by its wine fund at a price to cover cost. In 
times of rapidly rising prices the economists in the 
college had difficulty in persuading their colleagues in 
control of the wine fund to put up the prices quickly 
enough to keep stocks up. Perhaps business men were 
hampered by a similar reluctance. Mr Hume repeated 
that competition kept prices down, as had recently 
happened in the textile trade. Mr Kaldor asked what 
then was inflation but too. much money chasing too 
few goods. 


536 


THE ACCOUNTANT 


December Ist, 1951 


THE LEEDS, BRADFORD AND DISTRICT ‘ 
SOCIETY OF CHARTERED ACCOUNTANTS ` 
ANNUAL DINNER IN LEEDS 


The annual dinner of The Leeds, Bradford and District 
Society of Chartered Accountants was held at The 
Queen’s Hotel, Leeds, on Thursday, November 22nd, 
1951, with Mr Harold Bolton, F.c.a., President of the 
Society, in the chair. Members and guests, numbering 
over 290, were received by Mr Bolton and by Mr 
Charles W. Boyce, C.B.E., F.C.A., President, The Institute 
of Chartered Accountants in England and Wales. 

Among the guests were Lieut.-Col. F. Eric Tetley, 
D.S.O., T.D., Lord Mayor of Leeds; Mr T. B. Simpson, 
B.A., LL.B.; Mr C. U. Peat, M.C., M.A., F.C.A., a member 
of the Council of the Institute; the Rev. Canon A. S. 
Reeve, m.A., Vicar of Leéds; and E 


Messrs A. M. Bentley, F.c.a. (President, Bradford and 
District Chartered Accountants’ Students’ Association); 
T. Fleming Birch, F.c.a. (President, Leicestershire and 
Northamptonshire Society of Chartered Accountants); E. P. 
Broome, F.C.A. (President, Nottingham Society of Chartered 
Accountants); Professor A. J. Brown, M.A., D.PHIL. 

Messrs Roland Davy, F.A.1. (Chairman, Yorkshire Branch, 
Chartered Auctioneers’ and Estate Agents’ Institute); G. D. F. 
Dillon, B.A., F.C.A. (President, London and District Society of 
Chartered Accountants); Derek du Pré (Editor of ‘The 
Accountant’); E. Emmerson, F.S.A.A., F.C.W.A. (President, 
Incorporated Accountants District Society of Yorkshire); 
John Emsley, opp. (President, Bradford Chamber of 
Commerce). 

Messrs Wilfrid B. Gowers, F.c.A. (President, Sheffield and 
District Society of Chartered Accountants); K. G. M. 

- Harding, B.A., F.C.A. (President, Liverpool Society of Chartered 
Accountants); I. H. Heaton (Chairman, Leeds and District 
Centre, Institute of Bankers); W. B. Lindley, F.c.a. (President, 
Leeds and District Chartered Accountant Students’ Associa- 
tion); A. S. MacIver, M.C., B.A. (Secretary of the Institute); 
H. Mathieson (President, Insurance Institute of Leeds). 

Major Raymond F. Quirke, opp, F.R.L.C.S. (Chairman, 
Yorkshire Branch, Royal Institute of Chartered Surveyors); 
Messrs W. J. E. Ringquist, J.P., F.C.A. (Chairman, North 
Yorkshire and South Durham Branch of the Society); G. B. 
Robins, F.C.A. (President, Hull, East Yorkshire and Lincoln- 
shire Society of Chartered Accountants); C. H. W. Sansom, 
A.C.A. (Honorary Secretary, North Yorkshire and South 
Durham Branch of the Society); E. Duncan Taylor, F.c.a. 
(Member of the Council of the Institute); Donald W. Wade, 
M.P., LL.B. (President, Leeds Incorporated Law Society); 
A. R. Walton, B.com. (Honorary Secretary, Leeds and District 
Chartered Accountant Students’ Association); G. V. Williams 
(H.M. Principal Inspector of Taxes, Leeds); H. Cecil Wood, 
F.C.LS. (President, West Yorkshire Branch, Chartered 
Institute of Secretaries). 


The Practical Man and the Accountant 


A toast to ‘The Lord Mayor and the City of Leeds’ 
was proposed by Mr C. U. Peat, M.C., M.A., F.C.A., a 
member of the Council of the Institute. In the course 
of his reply, Lieut.-Col. F. Eric Tetley, D.S.O., T.D., 
Lord Mayor of Leeds, said that chartered accountants 
in the City had to deal with the accounts of eighty or 
more different trades, 

‘Without your help, your guidance, and sometimes your 
interference,’ (laughter) ‘we might not be able to get on 
as well as we do. 

‘There has been, in the past, conflict between the 
practical man like myself and the accountant. The practical 


man often describes accountants as “an unnecessary evil’ ~ 
partly because he does not understand all that figures 
imply ~ and he gets exasperated by what he has and has 
not to do. i 

‘I think accountants sometimes think that a practical 
man is too stupid to understand anything about accounts, 
and therefore that the ordinary man is not much good añ. 
practical matters either. I am glad to think, however, that 
this conflict has somewhat abated, and that differences 
would be removed entirely could a profession such as yours 
only do more to ensure that accounts are made more useful 
to the practical man and his requirements.’ (Hear, hear.) 

‘I would suggest that a system be devised by you for all- 
manufacturing companies, so that the accountants produce 
at regular intervals — and not too distant intervals — accounts 
and figures which can be clearly understood by the manage- 
ment of the business.’ (Applause.) 


Cost Accounts and Book-keeping 


‘I also think that some method might be devised to make 
those mysterious things called “cost accounts” of a firm, 
a part of the book-keeping system of the business. 

‘As a layman, it would be better for all concerned if the 
professional accountant would work in perfect harmony 
with the practical and technical side of the business. 

‘In spite of all this, I am the first to acknowledge the 
great debt that we owe to the profession of chartered 
accountants — we bow to them, and we only hope that the 
difficulties that you produce for us poor laymen may be 
removed, and that not only we, but also those thousands 
and thousands of small shareholders, may benefit from a 
little more understanding of each other.’ (Applause.) 


The toast of “The Institute of Chartered Account- 
ants in England and Wales’ was proposed by Mr T. B. 
Simpson, B.A., LL.D., who said: aS 

‘Your Institute is a national Institute. We know full- 
well it is in fact part of a very large and necessary function 
on which British industry and commerce is founded and. 
carried on today. We are proud and grateful for the way 
in which members of your profession discharge their 
duties.’ (Applause.) 

Replying to the toast, Mr C. W. Boyce, C.B.E., F.C.A., 
President of The Institute of Chartered Accountants in 
England and Wales, said that during the sixteen years. 
in which he had served on the Council of the Institute 
he had seen many changes in its character and the 
extent of its activities; one of the most important steps 
taken by the Council was the formation of the Taxation 
and Research Committee. He referred to various 
memoranda prepared by this committee and to the 
recommendations on accounting principles. The 
preparation of evidence for submission to the Royal 
Commission was a vitally important matter calling for an 
enormous amount of thought and research. The 
constructive submissions which had been made will 
be supplemented by oral evidence from representatives, 
of the Institute. i 

Mr Harold Bolton, F.c.a., President of the Society, 
proposed the toast of ‘Our Guests’, and paid a very 
high tribute to the work done by the Secretary of the 
Society, Mr G. N. Hunter, r.c.a. The Rev, Canon 
Reeve, M.A., Vicar of Leeds, responded. 
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: | THE INSTITUTE OF | 
CHARTERED ACCOUNTANTS IN IRELAND 


DINNER IN| DUBLIN 


Mr H. E. A. Addy, F.c.a., of Belfast, President of The 
Institute of Chartered Accountants in Ireland, presided 
at a dinner of the Institute held in Dublin on Monday, 
November 19th, 1951, attended by over 175 members 
and guests, among whom were Mr T. B. Robson, 
M.B.E., M.A., F.C.A., Vice-President, The Institute of 
Chartered Accountants in England and Wales; Mr 
Erskine H. Childers, T.D., Minister for Posts and 
Telegraphs; Mr M. P. Rowan, President, Dublin 
Charnber of Commerce; Mr Roger Greene, President, 
The Incorporated Law Society of Ireland; and 

Dr J. P. Beddy (Chairman, The Industrial Development 
Authority); Messrs G. Bowen (Chairman, Chartered 
Institute of Secretaries, Eire Branch); G. Brock (President, 
Institute of Bankers in Ireland and a Past-President of the 
Institute); D. Butler (President, Dublin Stock Exchange); 
Derek du Pré (Editor, ‘The Accountant’); E. M, Fitzgerald 
(Law Agent to the Institute). 

Messrs N. C. Hartnell (Chairman, Association of Advert- 
ising Agencies); F. E. Heron (Deputy-President, Insurance 
Fnstitute of Ireland); The Hon. Mr Justice Lavery (Chairman, 
Prices Advisory Body); Miss B. K. Lawlor (Secretary- 
Librarian, Belfast Society of Chartered Accountants); 
Messrs S. Leydon (Secretary, Department of Industry and 
Commerce); J. Love (Hon. Secretary, The Society of Incor- 
porated Accountants in Ireland); MacCormac 
(President, The Association of Certified and Corporate 
Accountants, Irish Branch); A. S. Maclver, m.c. (Secretary, 
The Institute of Chartered Accountants in England and Wales). 

Messrs O. J. McWilliams (Chief Inspector of Taxes); 
E.. Mullen (President, The Institute of Cost and Works 
Accountants, Irish Branch); R.. P. Rice (Chairman, The 
Revenue Commissioners); The Hon. Mr Justice Shannon 
(President, the Circuit Court); Mr W. L, White (President, 
E Society of Incorporated Accountants in Ireland). 


at. Unselfish Sentiment of Sincere Goodwill 


After the toast of ‘Ireland’ had been honoured, 
the toast of ‘Prosperity to Ireland’ was proposed by 
Mr T. B. Robson, M.B.E., M.A., F.C.A., Vice-President, 
The Institute of Chartered Accountants in England 
and Wales, who referred to the principal industries 
and exports of Ireland. He continued: 

‘Prosperity is indivisible and international. Men and 
nations ‘cannot live to themselves alone. The economic 
interdependence of humanity and of those human creations 
which we call states has never been more clearly exhibited 
than ıt is today. 

“The prosperity of Ireland is the wish of us all. It is an 
unselfish sentiment of sincere goodwill; more than that, it 
is a realization that prosperity and happiness for the people 
of Ireland mean prosperity and happiness for many else- 
where. We shall applaud your efforts and wish you well 
in them.’ (Applause.) 

Mr Erskine H. Childers, T.D., Minister for Posts 
and T'elegraphs, replied. 


soy The Accountant and the Public 


The toast of “The Institute of Chartered Accountants 
in Ireland’ was proposed by Mr M. P. Rowan, 
President, Dublin Chamber of Commerce. In the course 
of his reply, Mr Addy said of the position today: 

“The ever-increasing body of legislation affecting com- 


merce and industry and the growth and complexity of 
‘problems relating to industry and finance demand a greater 
degree of competence in the public accountant than ever 
before. Upon his skill and knowledge may depend, for good 
or ill, the fortunes of his client or the public at large, with 
far-reaching consequences.’ (Applause.) : 

The Institute, Mr Addy continued, quite rightly 
sets great store upon the training and ultimate qualifica- 
tion of the articled clerk, and to that end a very 
high standard is set in their examinations ‘but the 


responsibility for choosing a suitable type of candidate 


rests upon the principal’, 


Work of the Institute 


The administrative work of the Institute, he said, has 
grown vigorously with the increase in membership, 
in influence, and in responsibility. l 

‘Our Belfast and Dublin Societies are most valuable 
adjuncts of the Institute. These societies arrange programmes 
of lectures, classes and debates for the students, and, 
generally, do a great deal to promote the interests and 
training of the articled pupils. As an offshoot of the Belfast 
Society, we have also an industrial group by which a 
liaison is maintained between the profession and members 
holding important: executive appointments' in industry 
and commerce. 

‘The Institute has now a permanent home at Fitzwilliam 
Place, of which the members may well be proud.’ (Hear, 


` hear.) ‘Amongst the activities to which attention is drawn 


are: representation on the Co-ordinating Committee in 
London; Mr John Bailey has done invaluable service in that 
connexion and I believe his work there has done much to 
enhance the prestige of the Institute and also to strengthen 
the friendly relations subsisting between us and the sister 
institutes across the water and the Society of Incorporated 
Accountants, some of whose representatives we are glad to 
have with us tonight.’ (Hear, hear.) : ; 

‘During the past year, there have been several develop- 
ments of interest. A joint committee from the Belfast Society 
and the Incorporated Law- Society of Northern Ireland 
submitted an important memorandum to the Northern 
Government upon the incidence of estate duty in the case 
of controlled companies, while another sub-committee of 
that Society, under the sponsorship of the Institute, has 
prepared a most valuable memorandum for submission to 
the Royal Commission on Taxation. The Government of 
the Republic, also during the year, appointed a Commission 
to report upon company law reform, and on this Commission 
your Institute is represented.’ (Applause.) 

Mr Addy concluded by paying a tribute to Mr Wm. 
Edmiston Crawford, F.c.A., Dublin, Secretary and 
Treasurer of the Institute, and to Mr Hugh Stevenson, 
F.c.A., Belfast, Joint Secretary of the Institute. 

The toast of ‘Our Guests’ was proposed by Mr J. F. 
Dempsey, B.COM., A.C.A., General Manager of Aer 
Rinta Teoranta and Aer Lingus Teoranta; Mr Derek 
du Pré, Editor of The Accountant, and Mr Roger 
Greene, President of the Incorporated Law Society 
of Ireland, replied. 

An informal toast to Mr Addy was proposed by 
Mr P. Butler, F.c.a., Vice-President of the Institute; 
Mr Addy,who was greeted with acclamation, replied, and 
expressed appreciation of the work of Miss B. K. Lawlor, 
B.A., T.C.D., Secretary-Librarian, Belfast Society. 
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WOMEN CHARTERED ACCOUNTANTS’ 
DINING SOCIETY 


H 


DINNER DN LONDON 


The Women Chartered Accountants’ Dining Society 
held a dinner at the Hotel Rubens, London, on 
Saturday, November 24th, 1951, at which Miss G. L. 
Loring, B.A., A.C.A., Chairman of the Society, presided. 
Over fifty members and their guests attended and were 
received on arrival by Miss Loring and Miss F. M. 
Flew, F.c.a.,. Vice-President of the Society. 


Ameng the guests were: 


Messrs Charles W. Boyce, C.B.E., F.c.A. (President, The 
Institute of Chartered Accountants in England and Wales), 
W. S. Carrington, F.c.a.; Derek du Pré (Editor, ‘The Ac- 
countant’); Alan S. MacIver, M.C, (Secretary of the Institute); 
The Rev. J. C. Pollock; Miss L. S. Sutherland, C.B.E. 
(Principal, Lady Margaret Hall); Sir Robert Watson-Watt, 
op: Mr E. F. G. Whinney, M.A., F.C.A. 


Cross-fire between Chartered Accountants and 
Economists 


The toast of ‘The Institute of Chartered Accountants’ 
was proposed by Miss L. S. Sutherland, C.B.E., 
Principal of Lady Margaret Hall, who said: 


‘Until very recently I could not have been in a state of 
greater ignorance of your profession, but since I have been 
sitting on the Royal Commission the situation has slightly 
changed,’ (Laughter.) 

‘I see before me a distinguished gathering of experts of 
this most expert and accomplished profession—I feel 
alarmed... . 

‘On being a member of the Royal Commission, not only 
is one exposed to the wiles of the chartered accountant but 
one finds that a cross-fire is kept up by chartered account- 
ants and economists whenever the two different experts come 
into contact — I may say the results are alarming. (Laughter.) 

‘It is, I think, rather unfair to suggest that chartered 
accountants throw darkness and confusion on the situation 
when it is well known that your profession sheds brightness 
and light on any situation with which it comes in contact, . 

“The trouble is that chartered accountants are apt to 
put before us matters of a profoundly complicated nature. 
If one looks at them from the point of view of a historian 
and from the view of the human mind most results and 
complicated facts that surround us are able to be simplified — 
one of these being the art of perspective and the art of 
account keeping by "double entry” " (Laughter.) 


Grandeur and Beauty of Book-keeping 


‘This art was, I understand, alleged to have been first 
known to the Romans who, unfortunately, could not make 
use of it. It was then taken up by the Arabs and finally 
came home to roost with the Italians of the Middle Ages. 
The Italian writers of those times found accountancy a 
source of illumination to them — we find people writing 
pamphlets and books of guidance on the never-dying art of 
accountancy, and “the grandeur and beauty of book-keeping, 
only comparable with the music of the spheres”. (Laughter.) 
“We find that all this caused great excitement, and suggestions 
followed that the minds of men would be greatly improved 
by the study of this great art of accountancy.’ (Laughter.) 


Women in the Profession 
Mr C. W. Boyce, C.B.E., F.c.a., President of The 


Institute. of Chartered Accountants in England and 
Wales, replying to the toast, said: 


“Women are now playing an important role in the work of 
the accountancy: profession.’ (Hear, hear.) ‘Prior to the 
First World War, with the exception of secretaries and 
typists, it was the exception to find women on the audit 
staff. But with the severe depletion of staff for service in. rs 
armed forces it became necessary to enlist the services of 
women clerks. They did magnificent work and after a few 
initial teething troubles our clients overcame their prejudice 
and became accustomed to the routine work of the audit 
being undertaken by them. 

‘The Second World War gave the women another 
opportunity and they acquitted themselves well. Women 
are taking a prominent place in medicine, in the law, in 
architecture — in fact my wife always contends that no 
housé should be built without a woman being consulted in 
the planning of it’ (Laughter) ‘— and other kindred profes- 
sions, and there is no reason why they should not do so in 
accountancy. 

‘I hope that more and more-of them will adopt the, 
profession as a career. We now come across womén 
Inspectors of Taxes — a very subtle move on the part of the 
Inland Revenue — ensuring that when it comes to an 
argument the dice are very heavily loaded against the poor 
male practitioner.’ (Laughter and applause.) 


Astronomy for Accountants 


A toast to “The Learned Societies’ was proposed by 
Miss Loring who said that it was the custom of the 
Society, while remaining purely social, each year 
to invite distinguished guests from some other profes- 
sion or calling, the President of their own Institute, 
and other well-known chartered accountants. Saying 
that their guests were all busy people, Miss aes 
added: 

‘Accountants are of necessity much concerned with 
detail and I have sometimes thought that in order to keep 
life in better perspective it would be better if we all took 
up some different form of study -> such as astronomy.’ 
(Hear, hear.) 

Replying to the toast, Sir Robert Watson-Watt, 
C.B., wondered why he should have been ‘asked in 
person to so charming a gathering as this’, and after 
trying several hypotheses (including ‘my own double- 
entry name’) it occurred to him 
‘that you had invited me as an example of that poor sap — 
the dying race of company directors who are neither 
chartered accountants nor lawyers.’ (Laughter). ‘I should 
feel at home as I am now accustomed to finding myself a 


_solitary soul in company with chartered accountants ane 


lawyers. 

‘When I first took the daring step of joining the board. of 
a joint stock company, I consulted an economist and I was 
interested to discover by bis means certain facts about 
accountancy. One fact was that almost all businesses - 
even very small ones — must employ an accountant, if ony 
to solve one problem — that being how to satisfy the incon 
tax authorities.’ (Laughter.) 


The toast of “The Guests’ was proposed by Miss 
Margaret Fox, A.C.A., and Mr W. S. GC F.C.A., 
responded. 
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NOTES AND NOTI CES 


Personal 


Viessrs SHARP, Parsons & Co, Chartered Account- 
ints, of 120 Colmore Row, Birmingham, 3, announce 
vith regret the sudden death on November 16th of 
Mir J. S. TROPMAN, F.C.A., who became a partner in 
he firm in January 1923. 

Messrs WAKEFIELD, Dopp & THORNELY, Account- 
ints, of 3 Stanley Street, Chester, announce that 
hey have taken into partnership Mr Jack GROOME, 
\.Cc.A. The name of the firm and the address remain 
inchanged. 2 


, Obituary 
Sır HENRY THOMAS MCAULIFFE, F.C.A. 


We have learned with regret of the death, at the age 
f 83, of Sir Henry McAuliffe, F:c.a., at his home 
ıt Eastbourne. 

A member of the Council of The Institute of Char- 
ered Accountants in England and Wales from 1926 
o 1937, and chairman of the Parliamentary and Law 
~ommittee of the Council from 1933 to 1936, Sir 
Zeng McAuliffe was admitted an Associate of the 
Institute in 1892 and was elected a Fellow in 1907. 
He founded the firm of McAuliffe, Davis and Hope, 
Chartered Accountants, which was later amalgamated 
with Messrs Turquand, Youngs & Company, and 
for over thirty years was chairman of Central News 
Limited. 

Sir Henry was a former member ep the Court of 
Sommon Council of the City of London as well as an 
derman of the London County Council; he was a 
yast-master of the Turners’ Company. In 1921 he 
was’ elected chairman of the coal and corn and 
inance committee of the Corporation of London and 
was knighted at the end of his term of office in 1928. 

A member of the governing boards of many profes- 
sional and educational bodies, Sir Henry McAuliffe 
was chairman of the special committee set up to 
‘eceive President Lebrun of France at Guildhall 


H 1939. 


Londonyand District Society of Chartered 
Accountants 


The second address to Society members in the series 
ym prospectuses will be on December roth, -when 
3ir Sam Brown will speak on the ‘Lawyer’s approach’. 
The lecturé will commence at 6 p.m. in the Hall of 
the Chartered Insurance Institute, Aldermanbury, 
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VALU ERS AND ASSESSORS 


OF WORKS, FACTORIES, 


— JOHN. FOORD & COMPANY 


In Parliament 
OVERTIME EARNINGS: TAX ' 


“Mr G. Jecer asked the Chancellor of the Exchequer 


whether he will make earnings on overtime work 
exempt from income-tax. 

Mr Ossorne asked the Chancellor of the Ex- 
chequer if, in view of the need to increase coal pro- 
duction, he will introduce legislation to make possible. 
as a temporary experiment the payment of all over- 
time or extra ‘production by the coal face workers 
free of taxation; and review the experiment at the 
end of six months in the light of experience. 

Mr R. A. Burum: The suggestion that overtime 
pay should be.exempt from tax has been considered 
on several occasions in the past. It has hitherto 
proved impossible to find a method which is both 
fair and practicable. The question is, however, 
within the terms of reference of the Royal Commis- 
sion on the Taxation of Profits and Income, to which 
some evidence has been submitted. I do not under- 
estimate the importance of finding ways and means 
of encouraging extra effort. 

Hansard, Nov. 2oth, 1951. Written Answers, Col. 22. 


1 Companies: Proxy Forms l 

Mr Tonn ArBuTHNOT asked the President of the 
Board of Trade whether he will take action to ensure 
that proxy forms sent out by companies are so framed 
‘that they give the shareholder the opportunity of 
indicating which way he wishes to vote; and, when 
there is more than one resolution, that the share- 
holder can vote for one resolution and against another. 

Mr P. THorneycrorr: A form of two-way proxy is 
set out in paragraph 71 of Table A of the Companies 
Act, 1948, but its use is optional and we have no 
power to insist on its adoption. The Cohen Com-. 
mittee, on‘-whose recommendations the Act is based, 
thought it advisable not to deal with this matter by 
legislation but to leave it to be regulated by the 
Stock Exchange. 

‘The Stock Exchange has for some years imposed. 
suitable requirements on companies seeking permis- 
sion to deal, but these requirements apply only to 
companies which have applied for such permission 
since the requirements were imposed and the com-. 
pany which I understand my hon. friend has in 
mind is not one of them. Where the two-way proxy 
form is used, the practice normally is to take account 
of the point referred to in the last part of the question. 
Hansard, Nov. 22nd, 1951. Oral Answers, Cols. 557-8. 
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Three per cent Defence Bonds, Second Issue: 
Conversion Offer s 

The following announcement has been made by the 

Treasury: > 


The following conversion offer will be made to 
holders of 3 per cent Defence Bonds purchased 
between March rst, 1942, and August 31st, 1942, and 
therefore maturing for repayment between March rst, 
1952, and August 31st, 1952. 

‘These holders will be invited to continue their bonds 
until September rst, 1952 (the next interest date): on 
that date they will be paid a full six months’ interest 
at the rate of 3 per cent per annum and the maturity 
premium of £1 per cent, and their bonds will be 
exchanged into the same amount of 3 per cent Defence 
Bonds (Conversion Issue) repayable at par ten years 
from the date of exchange. There will be no break in 
the holders’ encashment rights. 

Interest on bonds for which this offer is not accepted 
will cease on the tenth anniversary of the date of 
purchase. ` 

The full conversion terms will be given in the 
prospectus which will be issued to individual holders 
on November 30th, 1951, together with forms of 
request for conversion and forms of authority for 
repayment for the use of holders who do not accept 
the conversion offer. The list of acceptances of the 
conversion offer will be closed.on January 15th, 1952. 

Note. ~ Three per cent Defence Bonds, Second Issue, 


were on sale between September 1st, 1941, and August 31st, - 


1942. If not previously encashed the bonds are repayable 
at £101 for each £100 nominal value ten years from the 
date of purchase. An offer of conversion has already been 
made to holders of these bonds purchased between Sep- 
tember rst, 1941, and February 28th, 1942. It is now 
proposed to make a similar offer to holders of bonds 
purchased during ‘the subsequent six months. The amount 
of bonds at present outstanding to which this offer will 
apply is about £61 million. 


Census of Production for 1951 

An Order indicating the scope of the Census of 
Production to be taken in 1952 for the year 1951 has 
been made by the Board of Trade. Undertakings 
producing coal, gas, electricity, oil shale, crude or 
refined petroleum or shale products are exempted 
from making Census of Production returns to the 
extent to which they supply the necessary informa- 
tion to the Minister of Fuel and Power. 

The Board also announce that they have appointed 
the statutory Advisory. Committee to advise them 
when considering the preparation of forms and 
instructions for the Census of Production to be 
taken in 1953. 

The membership of the committee is as follows: 
Mr J. Stafford (chairman), Professor R. G. D. Allen, 
opp. Mr J. W. Beck, Sir Leonard Browett, K.C.B., 


1S.1. 1951 No. 1983, H.M.S.O., price 2d net. 


THE ACCOUNTANT 


December Ist, 1951 


c.B.E., Mr S. P. Chambers, Mr C. N. Gallie, Dr 
C. Oswald George, Mr W. A. B. Hopkin, Mr L. A. W, 
Jenkins, Sir Norman V. Kipping, J.P., Mr Philip 
Lyle, Mr T. A. Mitchell, Mr W. E. Parker, C.B.E., 
F.c.a.. Mr C. E. Prater, Mr Kenneth Preston, 
Mr W. T. Winterbottom, C.B.E., Mr George Wood- 
cock and Mr P. O. Young. 

The Census of Production Office is at Neville 
House, Page Street, London, DW. 


Chartered Accountant Students’ Society 
of London 


‘Articled Clerks’ Parliament’ will be held at 5.30 p.m. 
on Tuesday next, December 4th, under the chairmari- 
ship of Mr E. G. Turner, M.C., F.C.A., of Manchester. 
A team consisting of a principal, a newly-qualified 
accountant and two articled clerks will assist the 
chairman in opening the discussion of subjects 
brought before the meeting. Members are asked to 
raise for consideration any matters affecting conditions 
of service under articles, the Students’ Society, or 
the profession generally, but not queries arising out 
of text-book studies. 

The meeting will be held at Winchester House, 
Old Broad Street, London, EC2. ~ 


SEVENTY-FIVE YEARS AGO 
From The Accountant of December 2nd, 1876 
Extract from ‘Notes in Passing’ 
Anecdotes 


We publish this week an interesting letter on the 
subject of anecdotes, which goes to prove that by 
drawing deductions and making inferences from the 
mere accidents of circumstance, the latter are often 
raised to a position of importance which they are 
wholly unqualified to sustain. Our correspondent 
instances a general opinion held that at first meetings‘ 
resolutions are more often than not passed, by the aid’ 
of proxies, in favour of the debtor and against the 
interests of the creditors. This idea he substantially 
refutes by some statistics to which we direct the 
attention of our readers, The arguments used 
throughout the letter appear to be sound, and 
strengthen the view of those who would like to see 
an official audit of estates in liquidation, not so much 
because of any supposed need of preventing wrong- 
doing on the part of trustees, as to provide an 
answer to those adverse critics who now enjoy the 
privilege of making what allegations on the subject they 
please. Incidentally, too, such an official audit would 
be productive of advantage from the fact of its 
securing the collection and publication of valuable. 
statistics. 
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SHARE PREMIUM ACCOUNTS 


NEW section of the Companies Act, 1948, of special 
interest to accountants, has recently been judicially 
considered for the first time. It is Section 56, which deals 

with the issue of shares ‘at a premium, whether for cash or other- 
wise’, and requires the transfer to share premium account of ‘the 
amount or value of the premiums.’ The balance of this account 
has then to be treated as though it were paid-up share capital, with 
certain minor modifications. 

In Henry Head & Co Ltd v. Ropner Holdings Ltd ([1951] WN. 
593) the plaintiff sought an injunction restraining the defendant 
from retaining some Ze million as a sum credited to share premium 
account, or treating it other than as a general reserve. The defend- 
ant had been incorporated in order to acquire two shipping com- 
panies by purchasing the shares in those companies and paying 
for them by an issue of its own shares. A valuation of the assets 
of the two shipping companies was procured from a firm of 
chartered accountants who advised that as the assets of one were 
somewhat more valuable than those of the other, it should declare 
and pay a capital profits dividend sufficient to bring about equality: 
The aggregate value of the assets of the two shipping companies, 
on the basis of the accountants’ valuation, was then some £7. mil- 
lion, the aggregate issued capital being under £2 million. The 
defendant company acquired this issued capital and issued its 
own shares in payment on a £ for £ basis. Thus for shares of a 
nominal value of some £2 million it acquired assets of an admitted 
value of some £7 million. 

The excess of £5 million, as reduced by expenses, was shown 
on the defendant’s first balance sheet as ‘capital reserve, share 
premium account (less formation expenses)’, the shares in the two 
shipping companies being shown as assets at the value mentioned. 
In the consolidated balance sheet at the same date the. share 
premium account was expressed as ‘being the excess of the value 
of the net assets of subsidiary companies at the date of acquisition 
over the book value of the investments (less formation expenses)’. 

Mr Jusrice HARMAN said that it was with a sense of shock 
at first that one heard that this transaction amounted to the issue 
of shares at a premium. Counsel for the plaintiff had argued that 
Section 56 applied only to premiums resulting from the excess 
value of the company’s already existing assets over its issued 
capital and his lordship was attracted by that argument but he 
did not see his way to limiting the section in that way: He 
accordingly dismissed the action. 

It is to be observed that the assets were valued at £7 million 
expressly for the purpose of the transaction and that the physical 
assets were valued without including anything for goodwill. 
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TAXING SCHEDULE D EARNINGS WHEN 
RECEIVED 
THE LESLIE HOWARD CASE 


HE case of Gospel and Another v. Purchase, 
which has now been finally decided by the 
House of Lords, raised once again that 
perennial question of income-tax law, ‘What is 
income?’ Although the facts of the case were 
relatively simple, the divergence of judicial 
. opinion emphasized the difficulty of the question. 
The final decision and some of the obiter dicta raise 
implications of considerable importance. 

The taxpayers concerned in the case were 
the executors of Leslie Howard Stainer, better 
known as Leslie Howard, the film actor who died 
in June 1943 as a result of enemy action. Until 
then he carried on his profession of film actor 
and producer, making contracts with film com- 
panies in respect of each individual film, under 
which the company became proprietor of ‘the 
film ‘and he was to receive various payments. His 
profits were assessed under Case II of Schedule D 
in accordance with the decision in Davies v. 
- Braithwaite ([1931] 18 T.C. 198), on the ‘earnings’ 
basis. However, although Mr Howard’s work was 
finished when the film was made, some of his 
earnings consisted of a share of the receipts or 
profits from its distribution and it was impossible 
to say in advance how successful a film would be, 
and therefore how much Mr Howard was likely 
to receive. The Case II assessments brought 
these prospective receipts into account only when 
they had been ascertained and become due. 


Discontinuance by Death 

When Mr Howard died in 1943 his profession 
was by that fact permanently discontinued. 
Subsequent receipts could not be the subject 
of further assessments under Case II for periods 
after his death. However, the Crown attempted 
to assess them on the executors under Case ITI, 
or alternatively Case VI, an attempt which has 
now wholly failed. 

The receipts in question arose in respect of 
three films made by Mr Howard, ‘Mr Pimpernel 
Smith’, ‘The 49th Parallel’, and ‘The First of 
the Few’, which were governed by three contracts, 
the last one being slightly varied during his life- 
time and the variation embodied in a new contract 


executed by his executors after his death. The 
receipts fell into four main divisions as follows: 
(1) A proportion, payable monthly, of the 
receipts from the distribution of ‘Mr Pim- 
pernel Smith’. 
(z) A proportion of ‘the ultimate net profits’ 
from “The 49th Parallel’. 
(3) A sum of £11,000, payable by five instal- 
ments, in respect of ‘The First of the Few’. 
(4) A proportion of the sums in excess of 
£11,000 received from time to time by the 
film company in respect of “The First of the 
Few’. 
Items (2) and (3) were, in common parlance, 
‘lump sums’, item (3) being payable in instalments. 
Items (1) and (4) were made up of payments of a 
periodic and recurring nature. 


; ‘Annual Payments’ 

The Crown sought to assess items (1), (2), and 
(4) under Case ITI or alternatively under Case VI, 
and it sought to assess item (3), the £11,000, under 
Case VI only. Its contentions in relation to that 
item and also item (2), the proportion of ‘ultimate 
net profits’, were unanimously rejected by the, 
Special Commissioners and all the Courts. As 
regards items (1) and (4), a majority of the Court 
of Appeal held that in the absence of any finding 
of fact by the Special Commissioners who heard 
the appeal, as to the precise nature of the periodi- 
cal payments, they fell within the charge under 
Case III, ‘Any .... annual payment . . . payable 

. as a charge on any property of the person 
paying the same . . . or as a personal debt or 
obligation by virtue of any contract.’ LORD 
Justice SOMERVELL quoted in this connexion 
Moss Empires Ltd v. CIR. ([1936] 21 T.C. 264; 
16 A.T.C. 178), and Ryall v. Hoare ([1923] 
8 T.C. 521). 


The House of Lords d 
In the House of Lords, Lopn Groups said that 
if the Crown’s contention had not found favour 
with THe MASTER oF THE ROLLS and Lorp 
JUSTICE SOMERVELL, he would have thought it 
unarguable. He quoted from the judgment of 


December 8th, 1951 


Mr Justice RowLATT in Bennett v. Ogston 
([1930] 15 T.C. 374), to the effect that where a 
trader or professional man died or went out of 
business and there remained sums for goods 


formerly supplied or professional services owing ` 


to him, there was no question of assessing those 
receipts to income-tax. They were covered by the 
assessments made during the life of the business. 
Lorp Simonps being satisfied’ that that was a 
correct statement of the relative principle, there 
was an end of the case. If, in all the circumstances 
it was not possible to bring the sums into account 
in the years when they were earned, the result 
was not to change their character but to show that 
some earnings might escape being taxed. 


" Reopening Past Computations 
Lord Sons" words as to the impossibility of 
bringing the payments into account in the year 
of earning raises interesting questions. On this 
topic, LORD Justice JENKINS had said in the Court 
of Appeal: 


‘In the assessments made on Mr Sage under 
Case II of Schedule D no account was taken of 
the shares of receipts or profits prospectively 
payable to him under the various contracts, and as 
the amounts which might be received and the dates 
at which they might accrue were entirely unknown, 

‘it would obviously have been impossible to bring 
them into account. No valuation better than a 
mere guess could have been made of these prospec- 


tive payments, and even if it had been practicable ` 


to deal with them in that way, the result would have 
been grossly unfair to Mr Howard in view of the 
` incidence of sur-tax. SEH no account was 


taken of the... £11,000....’ 


Iti is EECH that not even the ee lump 
sum was brought into charge when it was earned; 
the Revenue would not be likely to consider as a 
hardship the payment of sur-tax on a sum which 
was admittedly ‘earned’ in the year. 

LORD JUSTICE SOMERVELL, on the same topic, 
said: 

‘Mr Graham-Dixon suggested at one time that 
the proper course was to tax the actor in the year 
in which the film was made on the estimated value 
of all his future rights. I think this would be both 
impossible and unjust. In the case of many films 
which looked like being successful and might be 

" vert successful, it would be quite impossible to 
estimate a figure. Nor can I see how sums not due 
could properly be brought in as professional 
earnings of the year in question. I do not think the 
argument is helped in any way by the Woolcombers 
case.’ > 
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It would have been interesting to hear further 
as. to the relevance of the Woolcombers case 
(Isaac Holden & Sons Ltd v. CIR. ([1924] 
12 T.C. 768)). There the company combed wool 
in 1918 for the Government on commission which 
was computed under a tariff fixed in 1917. In 
July 1918 the commission was increased retrospec- 


‘tively from the previous January Ist, subject to 


adjustment up or down after the end of the year. 
The final adjustment, made in 1919, consisted in 
a second retrospective increase. The company’s 
argument against the inclusion in its profit for the 
year ended June 30th, 1918, of the second increase 
in commission, was rejected by MR“ JUSTICE 
RowLATT. He held that this commission: arose 
from the business in the accounting period in 
question. As the fact which showed that the books 
were wrong had occurred after they had been 
closed, they must be reopened and put right. ` 


C.I.R. v. Gardner, Mountain and 
D’Ambrumenil Ltd 
The Woolcombers case was applied in subsequent 
cases, culminating in CJR. v. Gardner, Mountain 
and D’ Ambrumenil Ltd ([1947] 29 T.C. 69), which 
was .concerned with commission earned by an 
underwriters’ agent. The point at issue was 
whether commission was earned in year 1, when 
the risks were underwritten, or in year 3, at the 
end of which the accounts for year 1 were finally 
made up. The House of Lords „held that the 
commission was earned in year 1 and it was held 
to follow that the commission must be assessed in 
that year, although it could not be ascertained: 
until much later. ViscounT Simon said that if the 
accounts for year 1 were made up before the 
amount of commission was ascertained, a provis- 
ional estimate of what the amount would be might 
be inserted in the first place and could be corrected, 
when the precise figure was known, by additional 
assessment or by a return of any excess within 


six years of the original assessment. 


“The principle is to refer back to the year'in which 
it was earned, so far as possible, remuneration 
subsequently received, even though it can n only be 
precisely calculated afterwards.’ 
In this all the- noble lords, Ga Lorp . 
SIMONDS, concurred.. 

-In the light of the judgments in this case and 
Gospel v. Purchase, the law on the subject’ can 
hardly be regarded as being in a satisfactory 
state. 


544 


THE ACCOUNTANT 


December Sch, 1951 


PROOF IN BANKRUPTCY FOR A LOAN FOR 
BUSINESS PURPOSES 


by SPENCER G. MAURICE, Barrister-at-Law 


is deferred in the event of the bankruptcy 

of the debtor, is an advance which was 
made to the debtor when he was engaged or 
about to engage in business and which bears 
interest at a rate varying with the profits of the 
business. 

The postponement of such a debt is provided 
for by Section 3 of the Partnership Act, 1890, 
but the statement in Wace on Bankruptcy (1904 
edition, page 150) that 


A MONGST the debts the payment of which 


‘where a person has authorized the employment of 
` his assets in a business he cannot prove in competi- 
- tion with the creditors of the business in respect of 

the assets so authorized to be employed’ 


suggests that the repayment of a loan for business 
purposes may be deferred even though there is no 
agreement for the payment of interest on the basis 
of profits. 

The recent case of In re Meade (A Debtor), 
ex parte Humber v. Palmer (The Trustee) ([1951] 
Ch. 774") shows that the expectation on the part 
of the lender of some undefined benefit out of 
the successful outcome of the business adventure 
is sufficient to bring the debt within the category 
of deferred debts in the event of the borrower's s 
E 

In re Meade 


The particular commercial adventure upon which 
the bankrupt in In re Meade embarked was a 
residential riding academy. The appellant ad- 
vanced to the bankrupt a sum in excess of £7,000 
which was used by the bankrupt for the setting 
up of the establishment, and she sought to prove 
as an ordinary creditor in the bankruptcy in 
tespect of this sum. The appellant was not 
. married to the bankrupt, but lived with him and 


looked after the domestic side of the academy. 


Moreover, in the brochure advertising the 
academy, she was referred to in terms which 
suggested that she was the wife of the bankrupt, 
and she was also described therein as one of the 
‘principals’ of the establishment. There was no 
arrangement by which the appellant was to 
receive any defined share of the profits of the 
enterprise, nor was she a partner in it, but it was 
intended to provide her with a living and she 


? Reported in ‘Current Law’ in The Accountant, July 28th, 
1951, at page 89. 


thought of introducing her daughter into it if 
it was successful. 

In lodging her proof, the appellant claimed that 
the loan was made to the bankrupt at his request. 
and alleged that she had no control over the 
manner in which he used it. This proof was 
rejected by the trustee in bankruptcy. The 
appellant appealed to the Northampton County 
Court, where the County Court judge upheld the 
decision of the trustee in bankruptcy on the 
authority of In re Beale, ex parte Corbridge 
((1876), 4 Ch.D. 246; 46 L. J. Bey. 17) and 
dismissed the appeal. The appellant appealed to 
the Divisional Court of the Chancery Division 
(Romer, J., and Harman, J.). : 

The Ratio Decidendi of In re Beale / 
The bankrupt and the respondent in In re Beale 
had gone through a ceremony of marriage, but 
the respondent being the bankrupt’s deceased 
wife’s sister the marriage was (at that time) 
invalid. The Chief Judge in Bankruptcy, Bacon, 
C.J., allowed an appeal by the trustee in bank- 
ruptcy against the admission by the County 
Court judge of a proof tendered by the respon- 
dent in respect of money advanced to the 


. bankrupt. Bacon, C.J., gave it as his view that 


a person who provided part of the capital of a- 
business could not call for payment until the 
creditors of the business had been paid, and the 
Court in In re Meade considered that this was 
the true ratio decidendi in In re Beale. 

In coming to the ‘conclusion that he did, 
Bacon, C.J., referred to the principle to be found 
in Ex parte Garland ((1804), 10 Ves. 110) and 
Ex parte Butterfield; In re Butterfield ((1847), 
DeG. 570), and recognized in Jn re Childs; ex parte 
New ((1874), 9 Ch. App. 508), that where money 
has been lent for employment in a business, such 
money must be exposed to all the hazards of the 
business and subject to the claims of its creditors. 

In both Ex parte Garland and Ex parte Butter- 
field, part of the general estate of a testator was 
used, on the testator’s authority, in a business 
which subsequently failed. It was then sought 
by the trustees, as representing the persons 
beneficially interested in the general estate; to 
prove in respect of the money used in the business 
in competition with creditors of the business. In 
each case the claim to prove was unsuccessful. 
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Sir John Romilly, M.R., in Scott v. Izon ((186s), 
34. Beav. 434, 438), said, in reference to cases of 
this type, that they proved that, where 
. the testator’s money was employed properly 

in... trade and without any breach of trust, the 

amount so employed could not be proved against 

the estate of the partners, if they had become 

bankrupts, as it was not a debt of the firm, but 

merely capital brought into it.’ 

In In re Childs the Court decided a ‘different 
point, namely, that where a man carried on two 
‘businesses in two different capacities — for ex- 
ample, one as executor and one as beneficial 
owner —and then became bankrupt, both the 
assets of each business on the one hand, and the 
creditors on the other hand, were to be treated 
as distinct from one another. In that case a 
husband carried on a business in which his wife 
had a share before their marriage and in respect 
of this share he covenanted that profits arising 
from it should be for his wife’s separate use. He 
also carried on a second business entirely on his 
own account. On his becoming bankrupt the 
Court held that there must be 3 separate adminis- 
tration of the assets of the two businesses, and 
that if there was any surplus of the husband’s 
share in that business in which his wife had an 
interest it must go over to the other estate. 


In re Beale applied 


In In re Meade Romer, J. (with whom Harman, J., 
agreed), expressed the view that In re Childs gave 
some support to Bacon, C.J.’s decision in In re 
Beale. His lordship thought that Bacon, C.J., had 
rightly applied in In re Beale the principles 
regulating cases where testators authorized the 
use of their general estate (whether the whole or 
part of it) in a business-which was the subject of 
a specific disposition, and that those principles 
were properly applicable in the circumstances of 
the present case. It seemed to the learned judge 
that those circumstances — the appellant’s failure 
to sue for the return of her money while the 
bankrupt was still solvent, and the fact that the 
enterprise into which the money went was meant 
to provide a living for the appellant and a possible 
occupation for her daughter — made it impossible 
to regard the appellant as a creditor; the advances 
represented her contribution to a business 
enterprise in which she had an interest. 


Loans by a Wife 
Having decided the case against the appellant on 
the same ground as that on which the County 
Court judge had decided it, it was unnecessary 
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-for the Divisional Court to express an opinion on 


two further contentions put forward by counsel 
for the trustee. 

One of these was based on the provision made 
by Section 36 of the Bankruptcy Act, 1914, that 
the repayment of a loan made by a wife to her 
husband (or by a husband to his wife) for the 
purposes of his (or her) trade or business shall be 
postponed until after the payment of the ordinary 
creditors, and it was submitted by counsel that by 
representing herself to the world as the bankrupt’s 
wife, and so subject to Section 36, the appellant 
could not now be heard to say that she was not so 
subject. Harman, J., said that he regarded the 
decision on the main point satisfactory, and 
pointed out that, had the appellant’s claim 
succeeded, it would mean that a mistress was in 
a better position than a wife. 

Harman, J.’s, words suggest that he did not 
think that the contention that the appellant had 
by her conduct made herself subject to Section 36 
could have been upheld, had it been necessary 
to decide the case under that section, and, in 
view of the wording of the section, it is certainly 
hard to see how the appellant could have been 
affected by it. It is, indeed, a lamentable fact that 
it is, under the law of England, possible for a 
mistress to be in a more favourable position than 
a wife — or, more accurately, for a wife to be in 
a less favourable position than a mistress. A case 
in point is to be found in income-tax law, under 
which a wife’s income is aggregated with that of 
her husband, whereas a mistress, of course, 
suffers no such disadvantage. 


Holding out 
The second contention of counsel for the trustee’ 
was based on the fact that the appellant had held 


“herself out as a partner in the bankrupt’s business 


and hence could not prove with the general 
creditors. 

Section 14 (1) of the Partnership Act, 1890, 
provides that a person who, by spoken or written 
words or by conduct, holds himself out as a 
partner in a firm, shall be liable for the debts of 
the firm to those persons who have, on the faith 
of his so holding himself out, given credit to 
the firm. 

. Clearly, any moneys which such a person had 
put into the business would be applicable in’ 
satisfaction of claims by creditors who had given 
credit to the firm on the strength of the representa- 

tions made, but it is not clear whether the lender 
could claim the balance (if any) then remaining in 
competition with other creditors, and In re 
Meade has not helped to clarify the position: ` 
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SOME REFLECTIONS . 
ON INDUSTRIAL PROFITS-I 


by H. P. FINN, A.C.A. 


Introduction 


ECAUSE the subject on which I am to address 
B you is industrial profits, you will naturally expect 

me to make some reference to the effect on 
published profits of rising prices and the present infla- 
tionary situation. This is a matter on which differing 
views are strongly held, so that I am likely to arouse 
some disagreement whatever I say. Perhaps this will 
have the advantage of stimulating discussion later. 

First we shall consider some problems connected 
with the ascertainment of profit for different purposes; 
and in so doing we shall touch upon the limitations 
which are inherent in profit statements in common 
with other accounting statements. 

Secondly we shall consider what is implied in the 
notions of reasonable profits and excessive profits and 
will examine the suitability of the tests which are 
commonly applied in an attempt to set up fair stan- 
dards of criticism in these respects. 

Thirdly we shall touch on the taxation of profits. 

‘In each of these three aspects of our subject we 
shall be forced to pay attention to the peculiar effects 
of rising price levels which are such a prominent 
feature of the economic landscape today. 

You will appreciate that in the course of my 
remarks I shall be dealing with some matters which 
are politically controversial and I shall not be able to 
disguise my own opinions; but it is not my intention 
to place any violent or partisan views before you, and 
I hope that your agreement or disagreement with 
what I have to say will be quite unconnected with 
any political aspect of the matter. 


The Ascertainment of Profit 


Probably most laymen regard the ascertainment of 
the profit of an industrial enterprise as a simple and 
natural function of the accountant, offering no 
difficulty to one who by the exercise of his profes- 
sional skill, can track down and isolate one single and 
definite money figure which alone can appropriately 
be called net profit for the year. In fact, however, the 
ascertainment of the profit of a company for any 
accounting period, say for a normal trading year, 
` involves processes of estimation and assumption by 
a number of persons; and the figures which reflect 
these processes, or some of them, may later be proved 
incorrect. For instance, valuations of stocks and of 
work in progress; the counting, weighing or measuring 
of solid, liquid or gaseous materials; the estimating of 
the expected lives of wasting assets; the credit-worthi- 
ness of particular debtors; these, and many other 
things, involve the making of judgments which may be 
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fallible. Moreover the breaking-up into convenient 
but artificial annual periods of what is essentially an 
ever-continuing process of trading involves judg- 
ments based, in many cases, on opinion ratherthan fact. 

We know, too, that figures of profit are determined 
for different purposes according to different conven- 
tions. The taxable profit is not the same as the book 
profit. The book profit usually requires to be adjusted 
before it becomes a profit apt for inclusion in a pros- 
pectus. The profits upon which is calculated a 
percentage commission, payable to a company’s 
servant under a service agreement, would not nor- 
mally be the net profits shown by the audited profit 
and loss account of the company. 

While ready assent may be given to the statement 
that figures of profit must vary according to the 
particular purpose for which they are required, it 
seems to be a fact that arguments are often founded on 
and conclusions drawn from a profits statement 
which ~ because of the particular convention in 
accordance with which it is drawn up ~ it is unable to 
support. Indeed this liability to misinterpretation is 
unfortunately inherent in all accounting statements. 
An accounting statement suitably prepared for one 
purpose or for showing one particular aspect of a 
transaction or situation is, in the same form, rarely 
well-suited for other purposes; and it is no smal] part 
of the skill of an accountant to prepare statements 
which, while showing clearly what they are intended 
to show, do not at the same time invite or encourage 
the reader to draw misleading inferences concerning 
matters not immediately relevant to the object in 
view. Unfortunately, an uninitiated reader may not 
always realize the significance of the statements or of 
the terms of art which they contain or the fact that 
the purpose which they are intended to serve is a 
limited one. Indeed, as regards annual accounts pre- 
pared under the Companies Act, it seems that the 
greater the precision with’ which the accounts are 
dissected for the supposed benefit of the members 
of the company, the more complex and technical do 
they become and the less intelligible to the layman. 

The published profit and loss account of a company 
is however a statement which is intended to serve a 
definite purpose znd I would like to consider what 
that purpose is and in. what way it influences the 
nature of the statement and the ultimate figure of net 
profit for the year which it shows. 

In the first place the profit and loss account is a 
document which the Companies Act requires to be 
laid before the company in general meeting at least 
once a year (Section 148). It must give "a true and 
fair view of the profit or loss of the company for the 
financial year’ and it must comply with the require- 
ments of the Eighth Schedule to the Act (Section 149); 
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and the auditors of the company must make a report ` 
to the members on it containing statements as to the ` 
matters mentioned in the Ninth Schedule to the Act. 

I would like to stress that the profit and loss 
account (like the balance sheet) is laid before the 
company and the auditors are required to report on it 
to the members of the company. The accounts of a 
company are often of interest to a number of people 
other than the members of the company- for 
instance to creditors, to intending investors, to 
accountants and accountancy students, to economists 
„and so forth; but the prime duty of those who prepare 
and audit accounts of companies is to present to the 
members a true and fair view of the company’s affairs 
at the end of the financial year and of its profit or loss 
for that year. 

In view of the. present general rise in price levels 
and the inflationary situation in which we find our- 
selves, it has become necessary to decide whether, in 
presenting accounts to shareholders under the 
Companies Act, 1948, we need to change the practices 
which have been followed for many years. I mean of 
course, particularly, to make up our minds whether 
‘current profits should be arrived at after charging 
depreciation of assets calculated to provide, at the 
end of their useful lives, their estimated replacement 
cost rather than their original cost. 

From some comments which I have read on this 
important question I am bound to conclude that we 
accountants, or some of us, are thought to be unwill- 
ing to admit that what we thought were universal 
principles are not valid under the peculiar conditions 
of today, and we are even sometimes accused of 
failing to distinguish clearly between capital and 
revenue. I do not feel called upon to deal with these 
criticisms which I think are entirely misconceived. I 
do not think that as a profession we have shown 
ourselves lax of principle nor have we shrunk from 
new. ideas. Not that there is anything very novel in 
the notion of providing for depreciation on the basis of 
replacement cost: for example, it is, I think, no secret 
that for thirty years and more it was the recognized 
ideal of the railway companies and practised by them 
whenever net revenues were adequate to permit of it. 

I have said that the profit and loss account of a 
company is primarily intended for the members. The 
net profit for the year shown by the profit and loss 
account is not of course the distributable profit; the 
distributable profit is the figure which the directors 
recommend for distribution. And, when articles say 
(as Table A does) that dividends shall be paid only 
out of profits, they mean only out of profits available 
for dividend (Longacre Press Lid v. Odhams Press Lid 
([1930] 2 Ch. op, There is no principle which 
compels a company while a going concern to divide 
‘the whole of its profits among the shareholders 
(Borland v. Earle ({1902] A.C. 83)). Consequently it 
does not follow that because profits are shown by the 
profit and loss account they are going to be distri- 
buted. Directors may well decide that — having regard 
to the rising cost of plant and stock and other assets 
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that have to be renewed or replaced — they. cannot 
“wisely recommend. that all the profits shown by the 
profit and loss account should be divided. They may 
prefer to carry forward or transfer to general reserve 
or to a replacement reserve — the effect will be much 


‘the same — such part of the net profit for the year as 


they think should be retained. 


7 But shareholders may well expect to be told and 


are entitled to know not only what profits the direc- 


tors recommend for distribution, but the actual total 


profits for the year in the legal sense. 

Profits, in the legal conception of the term, repre- 
sent the increase in the net. worth of a business 
between two successive dates. In the case of The 
Spanish Prospecting Co Ltd ([1911] 1 Ch. 92) Fletcher 
Moulton, L.J., said: . 

‘ “Profits” implies a comparison between the state 
of a business at two specific dates, usually separated 
by an interval of a year.. . We start, therefore, 
with this fundamental definition of “profits” , viz.: 
If the total assets of the business at two dates be 
compared, the increase which they show at the later 

__ date as compared with the earlier date (due allowance 
of course, being made for any capital introduced into 
or taken out of the business in the meanwhile) 
represents in strictness the profits of the business 
during the period in question.’ 

It is, I think, important that, wherever possible, the 

accounts should show and show clearly the profits for 
the year in accordance with the strict legal conception 
of ptofit. Indeed in many cases the rights of share- 
holders and others may depend upon profits being 
computed strictly in accordance with the legal con- 
ception - for example where a business is being 
carried on by trustees for the benefit of a life tenant 
under a will. Of course most shareholders are inter- 
ested less in the legal conception of profit than in the 
profit available for dividend as recommended by the 
directors, and the Act requires this to be stated also. 

But what directors must ask themselves is whether 
a net profit figure ceases to be true and fair if, in 
times of rising prices, it is arrived at without providing 
for the enhanced cost of replacing stocks or renewing 

assets when they become worn out. 

The problem of course is essentially one of under- 
capitalization and not all businesses are affected to 
the same degree. Rises in price levels are apt to affect 
different commodities to a different extent, and. at 
different times; and one business which freely uses a 
particular kind of raw material may be much more 
severely affected by a steep increase in the price of 
that material than would other businesses which use 
léss of it or which use materials the prices of which 
have not risen so steeply. What is true of materials is 
equally true of plant and other fixed assets. Moreover 
the rapidity with which assets, both fixed and current, 
require to be renewed differs in different businesses 
and the effect of rising prices may vary correspond- 
ingly. There can also be very wide differences in the 
extent to which materials on the one hand and 
depreciation charges on the other enter into the costs 
of commodities being manufactured by different 
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businesses, and these differences again may influence 
the degree to which the effect of rising prices is felt. 

What may be a vital and anxious problem to one 
business may therefore seem rather an academic 
point to another business, and I think this largely 
accounts for the different views which are held on 
this problem. In ordinary times, during the lives of 
most of us here, there has I think been a steady up- 
ward trend of costs and prices but it is only when this 
upward trend becomes sharp and violent that a 
problem manifests itself to any great extent. In 
ordinary times the position is largely self-regulating. 


New assets are always coming along to replace old 


ones, fixed assets and current assets both being turned 
‘over in either a longer or shorter period, and in this 
way the effect of rising costs is diluted and the busi- 
ness is generally able to take the normal fluctuations 
in its stride. Even when, as at the present time, price 
levels are rising and rising steeply, some businesses, 
by reason of their financial structure or otherwise, 
find that they can afford to wait even after the effects 
of inflation on the replacement cost of their fixed 
assets and their stock has begun to obtrude itself. 
Owing to the reserves which they have built up they 
find they are able to weather the storm whereas other 
companies, owing to the different structure of their 
finances or for other reasons, find difficulty in doing 
80. 
In these circumstances I am sure that it is most 
unwise to dogmatize or to rush into battle on behalf 
of some course of action which may be very appro- 
priate for one particular business at one particular 
time, but which may bring in its train a whole; host 
of unconsidered difficulties for other businesses at 
either the present or some future time. Nor, I think, 
is it very helpful to suggest that those who do not 
immediately take some extreme form of action have 
failed to recognize the problem. 

Without actually charging against the profits of the 
year provisions calculated to provide for depreciation 
on the replacement value of fixed assets or to provide 
funds out of which stocks can be replaced at higher 
price levels, there are many ways in which the 
directors can indicate to the shareholders in cases 
where it is necessary to do so their opinion that part 
of the profits earned should be retained in the busi- 
ness in order to meet these expected (but by no means 
certain) expenditures in the future. For example a 
specific reserve can be set up; or notes can appear on 
the face of the accounts; or the directors can comment 
in greater or less detail in their report to the members, 

On the other hand we must I think recognize that 
there may well be cases where this treatment would 
- be inadequate to bring home to the shareholders the 
fact that foreseeable increases in price levels are going 
to have a very serious effect upon the available 
resources of the company. It may be that the replace- 
ment cost of the plant used by a particular company 
has already increased substantially in price and that 
depreciation happens to constitute a very large part 
of the cost of the products manufactured by the 
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company. Perhaps too the price of the raw materials 
which the company uses may have substantially risen 
and may be still rising. A profit and loss account 
which showed a substantial profit in such circum- 
stances might be misleading, and the directors might 
feel that something more positive and definite than a 
mere ear-marking of part of the profit for future 
replacements was necessary if a true and fair view was 
to be given. 

In my opinion it is unwise to lay down any hard 
and fast rules in this matter. After all profit and loss 
accounts are domestic documents and they should 
represent the best attempt the directors can make to! 
bring before their shareholders a ‘true and fair view’ 
of the state of affairs of the company and of the profit 
or loss for the year. 

Many would say that under conditions of inflation 
as they are today this can only be done by revaluing 
fixed assets at their replacement cost, by including 
these revalued figures in the balance sheet, scaled 
down to reflect the portion of their estimated life 
which has not yet expired and by providing annually 
for depreciation on the basis of the revalued figures., 
I myself would deny that a true and fair view could! 
never be given unless this procedure were followed. 
On the other hand I can imagine that in some cases 
the following of that procedure might give a true and 
fair view. 

It is not necessary to point to the case of Germany 
after the First World War to prove that when runaway 
inflation occurs old values must be abandoned and a 
new start made. We cannot look far into the future 
and it'may be that runaway inflation awaits us. If and 
when it does come we shall have to wipe the slate 
clean and start again; but I do not think that we shall 
necessarily reap any advantage from anticipating 
what cannot be foreseen. 

What we have to do is weigh up the degree of dis- 
tortion of the profits caused by the particular impact 
of the inflationary situation on the company con- 
cerned and decide whether this distortion is likely 
seriously to mislead the members. In reaching a 
decision the directors must naturally try to weigh up 
the corresponding degree of distortion which may 
well prove to be the consequence of departing from 
actual or historical figures and substituting estimated 
current figures which may be valid only for a short 
time and may therefore soon be as unrealistic as the 
historical figures, without the advantage which the 
latter have of at least being factual. These decisions 
are difficult ones for directors to make but I think 
that the evidence at the moment is that directors are 
still generally content to rely upon the methods of 
orthodox historical accounting until there are signs 
that we have moved a good deal further than we have 
up the inflationary slope. We ought not I think to 
allow any question of the ‘difficulty’ of arriving at 
replacement cost values or of depreciations based 
upon those costs or of the manipulation of the various 
figures to affect our judgment or decisions in this 
matter. There are of course certain technical problems 
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which may be troublesome but it is not for that 
reason that we should decide our course of action 
because such difficulties as these are not insuperable. 

Economists are interested in the profits of industry 
as forming part of the national product, and it would 
enable them better to obtain the picture of industrial 
profits which they need if profit and loss accounts 
gave figures of net profit, after actually charging the 
sums necessary to make good current depreciation on 
a renewal or replacement basis rather than on an 
original cost basis; and if stocks were valued in such 
a way that rising costs were not reflected in an increase 
in inventory totals—for example by using the 

“D-called LiFo method. It may well be that the infor- 
mation which economists need is so important that it 
„ought to be supplied to them — much. as adjusted 
profits for tax purposes are supplied to the Inland 
Revenue authorities or census of production figures to 
the Board of Trade. But it is surely going too far for 
economists to complain that domestic profit figures, 
prepared for the information of the members of com- 
panies by or on behalf of the directors, are erroneous 
just because the appropriate convention in accordance 
with which they are prepared does not happen to 
‘suit them as economists. 

I would therefore conclude that as regards profit 
and loss accounts of companies, it should be a matter 
for the directors to decide whether or not they should 
take account of the replacement cost of their fixed 
and current assets, when preparing the annual profit 
and loss account to be laid before the company in 
general meeting, and I believe that to lay down any 
definite rule in this matter having universal applica- 
tion would be a mistake. Certainly before any such 
rule were enunciated the rights of different parties 
who might be affected would require to be most care- 
fully considered. If, as regards fixed assets, the rule 
were to the effect that current profits should be 
charged not only with a year’s wastage of the replace- 
ment cost of depreciating assets but also with a sum 
to make good past under-provisions on this basis over 
the remaining estimated lives of the various assets, 
then we must be prepared to face the possibility that, 
in the case of many companies, the profits would be 
entirely extinguished perhaps for some years to come. 

I believe that the controversial character of this 
question is largely bound up with the criticism of 
profits which tends to become active in times of 
inflation and with the taxation of profits which in 
such times operates more harshly. I propose therefore 
that we should give these two matters our considera- 
tion at this stage. 


Reasonable Profits and Excessive Profits 


Let us assume that a government department, under 
rpowers which it has, wishes to ascertain whether a 
particular concern is making ‘reasonable’ or ‘excessive’ 
profits. Such a situation arose frequently during the 
war when investigations were made into the accounts 
of contractors who were engaged in manufacturing 
and supplying warlike and other stores to the armed 
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forces of the Crown. It has arisen since the war when 
certain committees have been appointed to_inquire 
into individual industries — the cement industry for 
example. To a less degree it has arisen in the delibera- 
tions of the working parties appointed by the Board 
of Trade to inquire into a number of industries in 
the immediate post-war period. It has arisen in the 
investigations which have been made by the Mono- 
polies Commission appointed under the Monopolies 
Act, and in this present time of rising costs of living 
any kind of ‘profiteering’ is objectionable and we are 
all interested in seeing that profits are reasonable. 

Now it is one thing to prepare a profit and loss 
account and circulate it to the shareholders of a 
company for their information, but it is quite another 
thing to take the profit shown by that profit and loss 
account and to infer, either from that figure alone or 
from that figure in conjunction with other figures, 
that the profit is reasonable or unreasonable. 

I cannot help thinking that one of the most 
interesting developments which has occurred in 
recent times has been the almost tacit acceptance not 
only by the profession but by business men generally 
of the notion that by comparing profits with capital 
employed, the latter undefined, one can ‘arrive at a 
percentage or yield or return on employed capital 
which will demonstrate whether or not a profit 
earned was ‘reasonable’. In Appendix A’, I have set 
out a brief summary indicating, by means of quota- 
tions from official sources, the development of this 
recent trend of ideas. These extracts show that it has 
been the official practice to calculate employed capital 
on excess profits tax lines, taking fixed assets at their 
depreciated values as calculated for tax purposes. 
During the war it was assumed that 7} per cent on 
the employed capital so computed was a ‘reasonable’ 
profit though a small additional percentage was some- 
times allowed where the contractor was very efficient 
or took abnormal risks. 

One thing must strike us at once and that is how 
unlikely it would be if the official methods of relating 
profits to employed capital were ever to result in an 
equitable criterion for judging the reasonableness or 
otherwise of profits as between one concern opd 
another, or one industry and another, and there are 
other features of these methods which I find objec- 
tionable. That, of course, does not mean that J wish 
to defend the making of unreasonable profits but only 
that I wish to condemn unreliable tests of whether or 
not profits are reasonable. Nor, I think, is it necessary 
for me on this occasion to stress that profits are 
necessary to our existence. As Lord Keynes put it, 
profit is the ‘engine which drives Enterprise’, and as 
Mr Garton Ash said, speaking in March last, as 
President of the Institute, ‘Profits are not iniquitous ~ 
they are essential’. Indeed in his budget speech on 
April roth last, the Chancellor of the Exchequer him- 
self said: 


‘There are some who disapprove of profits in 
principle. I do not share their view. In an economy 


1 The Appendices will be reproduced next week, ; 
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three-quarters of which is run by private enterprise 

it is foolish to ignore the function of profit as an 

incentive.’ 

As I- have said, I think that the principle of relating 
profits to capital employed as practised by government 
departments is open to a number of objections. 

The working party for the jute industry compared 
the average annual percentage rate of profit on capital 
employed with the yield from Consols, thereby 
indicating that the object of the capital employed 
calculation was to determine whether the profits gave 
a reasonable or unreasonable yield on the amount 
invested. Normally when comparing yields, one 
measures the annual income against the realizable 
value of the investment. The yield on a stock not yet 
bought is the annual income it will return for every 
100 expended on the purchase of the stock. And if a 
stock is already held and one wishes to measure its 
yield, in order to compare it with the yield on other 
stocks, one does so by comparing the annual income 
which would be lost if it were sold with the amount 
its sale would realize. In considering whether to switch 
from one investment to another one does not calculate 
the yield on the cost of the existing investment. If one 
did so, investments acquired cheaply would never be 
switched at all. f 

Similarly, in criticizing profits earned in relation 
to employed capital there can be no possibility of 
equitable comparisons between different cases unless 
the employed capital in every case is valued at its 
current realizable value at the time of the comparison. 
If original outlay is taken as the measure of the 
employed capital unfairnesses are bound to result. 
For example a man who begins to trade by acquiring 
some asset in the cheapest possible way — suppose 
that he buys some scrapped machine tool and cleverly 
adapts it so that he can make in large quantities and 
readily sell an’ article having some popular appeal - 
such a man may well earn annually an enormously 
high percentage on the cost of his capital outlay. It 
may of course be said that this is a hypothetical 
example chosen to suit the argument and that, in 
practice, such cases would not be likely to occur; 
because in the case of the ordinary going concern of 
any size, while it might have acquired certain of the 
assets cheaply, on the whole it could be safely expected 
to have a preponderance of up-to-date plant and 
other assets acquired at recent market prices, so that 
the capital employed would not be abnormally or 
unreasonably low if taken on the basis of its cost — 
certainly not so low that the percentage return would 
be misleadingly increased. 

This reply must be rejected. It is not a fact that 
there may be only a negligible effect on the profit 
percentage if assets are included in employed capital 
on a basis which looks to their cost rather than their 
realizable or replacement value as can be demon- 
strated by example (see Appendix B). Nor can we 
accept as a cogent argument one which is equivalent 
to saying that a wrong becomes right if its general 
effect is not too obviously objectionable. Certainly 
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the Treasury have always been fully conscious of the 
unfair effect which results from taking assets on an 
original cost rather than a replacement basis, and, 
referring to the principle of capital employed their 
spokesman admits that ; 


‘, .. when we look at it ourselves and see some of the 


curious results that arise in individual cases be- 
cause of the peculiar capital structure of a particular 
firm ~- it may be a very old-fashioned firm and it 
may have bought in the slump or it may have 
bought dear — we do feel that it is by no means an 
infallible rule at all.’ (See Appendix A.) 


Our first criticism of the official view of how thei 
capital employed principle should be applied is 
therefore that the practice of ‘including assets at a 
value related to their cost is unsound and could be 
quite unfair as between one concern and another or 
as between one industry and another. And it should 
be observed that this particular criticism does not 
involve any consideration of what a proper rate of 
profit is. 

Our second point of criticism of the official view is 
directed to the practice of including fixed assets in 
the capital employed computation at depreciated, 


‘values. This practice has been followed so consis- 


tently in a number of different connexions that it 
may now almost be said to be hallowed by usage. 
Nevertheless I venture to think it is based on a 
fallacy. 

The argument from first principles is quite simple. 
Let us suppose that a man’s capital amounts to £500 
which he decides to spend on acquiring a new and 
up-to-date hot-potato barrow in order to trade as a 
seller of hot potatoes. He finds that in his first year of ; 
trading he has made a net profit before depreciation 
of £200. Realizing that his barrow will not last more 
than ten years he wisely decides to charge £50 a year 
against his profits for depreciation, which leaves bim 
with a net profit of £150. With equal wisdom he 
invests £50 of his cash in savings certificates each 
year so that when the time comes to replace the 
barrow he will have the necessary funds available. ` 

At the outset of his trading career it is clearly 
reasonable to say that his capital employed being 
#500 and his annual net profit £150, his profit 
represents 30 per cent of his employed capital. At the 
beginning of his tenth year of trading the depreciated 
value of the barrow will be £50. Are we then to say 
that in that year his annual profit of £150 represents 
300 per cent of his employed capital? Obviously not; 
but it may be said that in arguing thus we are for- 
getting the £450 which, by the beginning of the 
tenth year, will have been accumulating in savings 
certificates, and that this must be brought in as part 
of the employed capital. But where computations of 
capital employed are concerned it is invariably 
argued that money on deposit or invested outside the 
business is not ‘employed’ in the business, and such 
an argument is hard to resist. Even if the funds 
representing depreciation provisions are not invested 
but left as cash at the bank (a procedure which may 
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be unsound on many grounds of economy or pru- 

+} dence), they are liable to be attacked on the assump- 
tion that they represent ‘surplus’ moneys not required 
for the immediate purposes of the business and there- 
fore not ‘employed’ in the business. It will be within 
common recollection that cash funds were regularly 
‘disallowed’ on these grounds as not being capital 
employed both for excess profits tax purposes and 
for the purpose of cost investigations conducted 
during the war for the supply departments. 

It is more reasonable and logical to include assets 
in computations of capital employed at undepreciated 

„~ values- in fact at full replacement value — and to 
exclude any cash or investments which can clearly be 
demonstrated to represent depreciation funds. 

While the theoretical argument here is simple we 
must be prepared to answer the suggestion that it 
runs counter to the practice followed for excess 
profits tax purposes. In particular we ought to 
examine for a moment the analogy afforded by the 
percentage standard which was available for cal- 
culating liability to excess profits tax in cases of new 
businesses or where the ordinary standard available 
to an existing business was less favourable. 

For the purpose of the percentage standard it was 
necessary first accurately to compute the capital 
employed in the business (not, be it noted, merely 
the increase in the capital employed since a given 
starting date) and then to apply the appropriate 
percentage to the total employed capital figure to give 
a standard profit above which taxable profits earned 
would be liable to excess profits tax. By the provisions 
of Rule r of Part IJ, Seventh Schedule, Finance 

| (No.2) Act, 1939, assets, the subject of a wear and 
tear allowance, were to be included in the capital 
employed at their net wear and tear values, and any 
investments or cash surplus to the requirements of 

. the business were to be excluded (Rule 3 of Part II 
of Seventh Schedule, Finance (No 2) Act, 1939). 
Now I fully appreciate that, in a taxing statute, the 
legislature is entitled to lay down any formula or 
basis it chooses upon which the tax is to be calculated 
and, having done so, equity does not enter into the 
matter. But it is nevertheless open to us to inquire 
into the assumptions on which the legislature appears 
to have acted in arriving at any particular formula 
and to satisfy ourselves that they are fair assumptions. 
If we come to the conclusion that the assumptions on 
which the formula is based are false or misconceived, 
then we shall probably conclude that the application 
of the formula produces an inequitable result. 

. Whether or not it is possible, in such an event, to 
bring about a change in the law is of course a question 
of politics; but at least we ought not to remain silent 
while a formula, which we believe to have been based 

“on misconceived assumptions, is apparently accepted 
as constituting a good precedent for use in other 
connexions. 

The difficulty of course is that-the legislature is 
inarticulate. The statutes are strictly confined to 
giving legislative expression to the policy decided 
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upon by the government of the day, and are not con- 
cerned to express the reasons for the policy. Nor are 
references to the. debates in Parliament particularly 
helpful, especially where technical fiscal matters are 
concerned. In this instance however we are excep- 
tionally fortunate. The general structure of the 
excess profits tax follows closely and is unquestion- 
ably based upon the excess profits duty imposed 
during the First World War. As regards the profits 
standard, while the language of the statutes may 
ditfer, the effect of the law relating to the excess 


profits tax is virtually identical with that relating to 


excess profits duty; and as regards the latter we have 
a detailed account of when, how and why the duty 
was imposed in Taxation during the War, written by 
Sir Josiah (later Lord) Stamp and published under 
the auspices of the Carnegie Trust by the Oxford 
University Press in 1932. No one was better qualified 
than the late Lord Stamp to appreciate the principles 
involved, nor in a better position to know the official 
view of these principles. As he writes in the preface: 


‘In the matter of authority, the record ought to 
‘benefit from the fact that the writer of it took a 
prominent personal part in nearly all that is recorded 
and was in constant contact with all the Chancellors 
of the Exchequer and Financial Secretaries to the 
Treasury during the period from 1914 to 1920.’ 


Lord Stamp introduces his discussion of the per- 
Go standard by saying: 


. The broad principle . . . was that, if no more 
favourable standard is available to the proprietor of 
the business .. . his excess profits may be reckoned 
from the starting-point of a fair return on the capital 
which he had at stake in the business.’ (Op. cit. 
page 166.) 

He then refers to the exclusion from capital of invest- 
ments outside the business and borrowed capital 
neither of which could be regarded as proprietors’ 
SCH at stake Za the business, and continues: 


. . the capital could be looked at from two points 
n view: (a) total money put in, or (b) the value of the 
assets. The value of the assets could also be looked at 
from two points of view: (1) cost price and the extent 
to which the amount representing the cost price had 
disappeared by wear and tear; (2) present market 
value. 

“The total money put in would not have reflected 
the gross capital at stake, for the money might have 
been squandered or misappropriated. Again, the 
then market value of the assets would not reflect 
that capital, for, in so far as that market value could 
be ascertained (and the valuation would have been 
one of great difficulty), it depended in general on the 
profit-earning capacity of the asset (sic) at the time, 
and a fair return thereon would thus have been 
liable to yield a result equivalent to the amount of 
the actual profits at the time, and form no effective 
substitute for the profit standard. The method 
adopted — and, it seems in the result, the only 
sound method — was that of reckoning the assets, 
still in use in the business, at cost price, reduced (in 
the case of assets suffering in profit-earning capacity 
either by exhaustion of power or increasing need of 
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repairs) according to the amount of the “life” that 
had expired. If provision had been made for replace- 
ment of the asset when exhausted, such provision 
came into the total assets of the trade or business, 
but if not, it was evident that by wear and tear the 
original capital was being used up and part of the 
cost-value had been consumed along with profits in 
the past.’ (Op. cit. pages 166 and 167.) 


Now I find myself in the very strongest disagreement — 


with the views expressed in this passage, from which 
it appears that the use of cost price instead of replace- 
ment value (Lord Stamp calls it ‘market value’) was 
considered to be justified on two grounds, viz.: 
(i) That the ascertainment of market value would 
have been one of great difficulty, and 
(ii) That because the market value depended in 
eneral on the profit-earning capacity of the assets a 
air return would have given the same figure as the 
profits and would not have afforded an effective 
substitute for the profits standard. 
As to (i), I do not agree that there would be any 
pa difficulty in arriving at proper realizable values 
or the assets. Similar values are arrived at for 
reinstatement insurance and other purposes regularly, 
as a matter of routine. Certainly no greater compli- 


cations would be involved than, for example, those’ 


experienced in the reverse direction in arriving at 
‘first cost’ for industrial building allowances for 
income-tax purposes. Moreover it needs more than a 
plea of administrative difficulty to justify such a 
difference in basis as that which could exist between 
realizable value and cost. ae 

As to (ii), I simply do not understand the argument. 
The whole point of the percentage standard is that 
for a new business or as an irreducible minimum for 
an existing business the excess profits can be measured 
by reference to a standard representing (in Lord 
Stamp’s own words) ‘a fair return on the capital... 
at stake in the business’. I claim that the capital at 
stake in the business is the replacement value of the 
assets comprising that capital. If a fair return on this 
gives a standard profit’the same as the profits cur- 
rently being earned then there would presumably be 
no excess profits liable to duty. One could have 
understood a provision that the replacement value 
placed upon the assets should have been limited to 
that ruling during the standard period, but the argu- 
ment advanced in the passage quoted does not address 
itself at all to justifying the use of cost as against the 
replacement value of the existing assets. I find I 
cannot agree either with the statement that the 
‘market value’ of the assets depends ‘in general on 
the -profit-earning capacity of the assets’. 

Lord Stamp goes on to explain that the practice of 
including the assets at depreciated values — whether 
or not depreciation or (as he calls it) replacement has 
been provided for — was considered to be justified on 
the grounds, either express or implied, that 

(i) The assets suffer in earning capacity by ex- 
` haustion of power or increasing need of repairs 
as they grow oder, 
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(ii) If replacement has been provided for, the 
assets representing the provisions will come : 
into the total assets of the business. 

(iii) If replacement has not been provided for the 
original capital is being used up and part of 
the cost value ‘consumed along with profits in 
the past’. 

As regards (i), I agree that, in most though not all 
circumstances, the statement is true, but I deny the 
relevance of the statement to the present argument. 
To revert to our earlier illustration: it is probably 
true that, as it grows older, the earning capacity of 
the potato barrow may suffer somewhat, but not in, 
any degree comparable with the stage of the journey 
towards its ultimate end indicated by the mile-post of 
its depreciated book value. The earning capacity of 
an asset does not steadily diminish from 100 to zero 
during its life. At the worst it probably begins to fall 
in the second half of its useful life and then only to an 
uneconomic level (let us say for example from 100 to 
70) not (as its depreciated value does) to zero or 
scrap value. 

As regards (ii), we have already seen that the funds 
representing depreciation provisions will not Come 
into the total assets of the business if they are invested , 
outside the business or if they give rise to idle cash 
balances. 

As regards (iii), it seems entirely irrelevant to the 
point at issue whether or not the business has in the 
past provided for depreciation: the phrase ‘part of 
the cost value had been consumed along with the 
profits in the past’ is a difficult one, but it appears to 
mean that, because depreciation was not provided 
for, profits were overstated and therefore ‘consumed’ 
as dividends. This may or may not have happened, 
but for the purpose of the present argument it cannot 
matter whether dividends were underpaid or overpaid 
in relation to profits in the past; the real question is 
what, for the purpose of achieving a substitute profits 
standard, is a fair return on the assets actually em- 
ployed in the business now? And to take assets at 
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depreciated values cannot, for the reasons already 


explained, produce a fair result. 

We have seen that when criticizing the ‘reasonable- 
ness’ of profits by relating them to capital employed 
in earning the profits, unfairness or misunderstanding 
is likely to arise, particularly as between different 
businesses, unless the capital employed is measured 


on the basis of replacing the invested net capital 


assets at current price levels. But having so measured 
the employed capital what percentage of that capital 
ought to be considered ‘reasonable’? This question is 
not one to which we are likely to receive a firm official 
answer. Obviously the percentage return on gilt- | 
edged stocks from time to time must constitute an 
extreme lower limit and the return ought to be 
sufficiently above that lower limit to act as a spur to 
enterprise and an encouragement to risk. It ought 
also to be borne in mind that much profit is not 
strictly earned by embarking capital, but by ability 
to organize and arrange. I do not suppose that the 
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average accountant or member of the bar, for instance, 
would care to be limited in his net annual earnings to 
say 7} per cent on his capital employed; and inquiry 
would, I am sure, reveal that no small part of the net 
profit of many trading concerns came not only from 
the employment of capital resources but also from 
services rendered or other activities which do not 
involve the risk of capital resources in any form. 

It is for these reasons that I question the value of 
relating total profits to so-called employed capital 
even where the latter is appropriately valued for the 
purpose; and I must confess that I find myself dis- 
posed to regret the reference to this matter contained 

“in the pamphlet recently distributed by the Council 


of the Institute entitled ‘Statistics relating to income - 


of and capital employed by companies’.! It is true 
that the headnote to the pamphlet states that: 

‘It cannot yet be said that there is a recognized 
and established technique for the compilation of 
such statistics. These notes are an endeavour to 
crystallize the experience which is at present avail- 
able...’ : 

but not withstanding that reservation I cannot help 
- feeling that the treatment of the subject in that 
pamphlet might lead the unwary to believe that such 
comparisons had greater value than in fact they have: 
It is attractively simple to compare one total figure 
called profit with another total figure called capital 
employed and to praise or damn an enterprise accord- 
ing as the percentage of one to the other falls short of 
or surpasses some arbitrary mark; but such method 
cannot achieve justice or fairness because the factors 
involved are infinitely more complex than to admit of 
judgment on such rough-and-ready lines. This is 
particularly the case when the figures selected for the 
comparison are taken from the published accounts 
without any adjustment. Such a comparison, for the 
_Yeasons we have been discussing, cannot normally 
give any reliable indication; and to make the com- 
parison is therefore to lend authority to a practice 
which cannot be invariably appropriate and may 
often be seriously misleading. As an illustration of 
the kind of injustice that might result from such a 
proceeding’ I have set out in Appendix B the hypo- 
thetical case of three concerns, X., Y. and Z. all 
making and marketing the same product on the same 
scale but under different conditions. For example X. 
rents its factory and plant whereas Y. bought its 
factory cheap in the last century but Z. dear last year. 
The marketing of the product is different in the three 
cases and this affects the amount of capital at stake. 


Company Company Company 
xX. "E. Z. 








Capital employed calcu- £ £ £ 
, lated in the ‘official’ 
~~" manner : 3,000 16,000 85,000 
Net profit before tax £2,000 £3,500 £5,000 
Percentage. of profit to 
capital employed 668% 22% 6% 





1 See The Accountant of February 24th, 1951. 
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-The figures are of course chosen to illustrate the 
point, but are not I think unduly strained or fanciful. 
The picture which this illustration gives can be 
summarized briefly as.at foot of previous column. 
If in fact there were three concerns whose net 
profits were as similar but the capital employed 
- structures of each were as diverse as those shown in 
the illustration, a grave injustice could be done if the 
only criterion of undue profits were the one given by 
such a calculation as this. And because such calcula- 
tions can give such an entirely misleading impression 
I deprecate the publication of them as giving them a 
kind of authority which, in my judgment, should be 
denied them. 

It may be asked what should take the place of such 
calculations when attempting to determine ‘reason- 
able profits’? To this my answer would be, that must 
depend on each individual case. If all the profits are 
clearly earned by the capital embarked in the business 
then some guide would, I think, be afforded by 
relating the profits to the replacement cost of the net 
capital assets at stake; but if an appreciable part of 
the profits were not attributable to the use of the 
assets employed in earning the rest of the profits, 
, then an adjustment ought to be made so as to relate to 

‘the capital employed only that part of the profits 
which it was instrumental in earning. You will 
‘appreciate that I am not speaking of the emergency 
measures which any government might have to take 
in the event of wat or dire crisis. I am speaking of 
what is fair and proper in ordinary times on the 
assumption that it is not a crime to seek rewards, even 
generous rewards, for enterprise and efficiency. 
Having decided that in a particular case it was 
appropriate to relate profits to employed capital and 
having ascertained the current replacement cost of 
the capital embarked, it would then be a question, 
What rate of profit would be reasonable? The answer 
would depend upon the nature of the business, the 
extent of the risk, the competitive or potentially 
competitive situation, the general good of the country 
and so forth. Inevitably the answer must be a political 
matter for it must weigh up and compare the advan- 
tage of those employed in the industry, of the con- 
sumers and of the shareholders; and the value of 
profits as an inducement to efficiency and competition 
must be set against the undesirability of excessive 
profits due not to efficiency, but to monopoly. While 
as individuals we may have strong views,.as accoun- 
tants I think we are not greatly concerned in what is 
a reasonable rate of profit, but we are vitally con- 
cerned in making sure that calculations purporting to 
give an indication of the reasonableness or otherwise 
of profits are fair calculations which will not give 
arbitrary and misleading indications. I suggest that 
we should not ourselves use or countenance vague 
statements expressing profits in relation to capital 
employed without any indication of the basis on 
which the figures are computed or of the conclusions 
which it is intended should be drawn from them. 
(To be concluded.) 
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WEEKLY NOTES 


Contraction of Bank Credit 
Any doubts there may have been in trade and 
industry that the increase in the bank rate would nox, 
or even was not intended to, percolate through to the 
terms on which bank advances would be made, should 
now have been removed. Last week a statement 
was issued by the London Clearing Banks saying 
that the banks would give full co-operation in the 
new policy of credit restriction which was inaugurated 
some weeks ago when the bank rate was raised. Stating 
that conditions require further action by the banks, 
it went on to say, ‘It is the intention of the banks 
to fulfil this responsibility.’ Further on the statement 
said: “The object of this letter is to sound a note of 
warning and to enlist the co-operation of the whole 
community. . . . We must warn every trader and 
every individual borrower that requests for advances 
will be more and more critically examined and that 
bank borrowing will tend to become more expensive.’ 

The effect of this communication from the banks 
should be more, however, than to dispel doubts or 
to sound a warning. It should have the effect, which 
doubtless is also deemed desirable by the banks, of, 
making people wonder just how stringent conditions 
are going to become. The classical device of playing. 
upon uncertainty, which is sometimes called relying 
upon the psychological factor, is now to be employed. 
Such an air of uncertainty also provides the autho- 
rities with a useful means of examining the conse- 
quences of their policy as they go along. They are 
committed to no targets nor specific ends. 

This is, of course, a technique of moderation es 
well as a general weapon against inflation. The 
banks say there is a change coming. They say no 
more than that. It is quite unthinkable that the 
monetary authorities have any thoughts of stimulating 
a deflation such as swept the country in the twenties. 
But everyone knows now that all the financial 
weapons are to be kept ready for use, if need be, to 
effect a mild degree of disinflation. 


Oil Agreement with Kuwait 


A new profit-sharing agreement between the Sheikh 
of Kuwait and the Kuwait Oil Company has been 
announced this week. The Kuwait company is owned 
jointly by the Anglo-Iranian Oil Company and the 
American Gulf Exploration Company. Under the 
new arrangement the Sheikh will get 50 per cent of 
the profits of the company’s operations, which will be 
obtained by levying an income-tax for the purpose 
as from December rst. Other points in the agreement 
are that the Sheikh’s receipts will be calculated 
before United States and United Kingdom income- 
tax, provision of increased facilities for training local 
personnel in the oil industry, and the extension of the 
concession period. : 

The proceeds, which are estimated to be worth 
about {50 million a year to the Sheikh, are nominally 
transferred to his personal account, but this somewhat 


anachronistic accounting device ‘to ensure that 
authority and the public purse are the perquisite and 
privilege of one person, does in fact mean that there 
will be a sudden and large inflow of funds into 
the local Treasury — already committed to a large 
welfare and development programme which was 
financed from the proceeds of the previous royalty 
arrangement. 

Kuwait is now on as up-to-date a royalty basis as 
any other country in the Middle East. Recent events 
in Persia will have expedited a new agreement, but 
the remarkable expansion in oil output since the end 
of the war gives a basic reason for a sound profit- 
sharing agreement between the Sheikh and the com- 
pany. In 1946 output was just under 800,000 tons. 
In the first half of this year it was over 13 million 
tons. Kuwait is in fact one of the expanding sources 
of oil which it is hoped will fill the gap left at the 
moment by the Persian oil fields. It is reported that 
the present rate of production at Kuwait is three 
million tons a month, which is higher than the peak 
rate of output ever achieved in Persia. 


Higher Farm Prices 


Increased. wage costs and the higher prices that have 
to be paid for fertilizers are given as the reason for 
an interim review of agricultural prices. Higher 
prices for both livestock and foodstuffs have been 
sanctioned. In the opinion of the National Farmers’ 
Union the increases are far from sufficient. The total 
increase in costs from these two factors are estimated 
by the N.F.U. at £40 million, whereas the higher 
prices will bring in only £26 million. These advances 
will be reflected in higher retail prices. 

Apart altogether from the merits and demerits of 
giving higher prices as an interim measure before 
the annual price review falls due, these changes 
are taking place at a most inconvenient time for the 
economy in general. This adjustment in agricultural 
prices is the consequence, in particular, of increased 
wages to agricultural workers. In other words, the 
year’s wage gain in the industry is now passed on to 
the consumer. (The Minister of Agriculture made it 
clear last week that there will be no additional con- 
sumer subsidy to take the edge off the increase for the 
housewife.) The higher food prices will directly 
affect the cost of living and give further fuel to those 
other unions seeking further wage demands. 

There is already a bout of wage demands coming 
up for consideration, and a move such as this one in 
agriculture is not likely to make the unions’ repre- 
sentatives any more sensitive to the need to keep the 
nation’s wages bill at around present levels if severe 
inflationary pressure is to be avoided. There is at the 
moment plenty of evidence to show that a further 
powerful twist is about to be given to the inflationary 
spiral from the side of wages if demands are granted. 

There is one other point of interest in the revised 
prices for the farmers. Restrictions in the amount, 
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and the terms; of bank accommodation may soon 
overtake the farmers like other producers. It will be 
interesting to see if this is so and if the higher prices 
delay or actually stop any drop in production which 
tighter terms for advances might foster. There is 
room for endless confusion of policy between the 
effects of higher interest rates on loans, higher prices 
for produce and livestock and the optimum size of 
the farming industry when there is a long-term 
balance of payments problem. 


Enforcement Notices 

Although the earlier acts on town planning, such as 
the Acts of 1925, 1932 and 1943 have long since been 
repealed, some of their provisions may still affect the 
law at the present day. An interesting example is 
afforded by the decision of thé Divisional Court in 
Buckinghamshire County Council v. Callingham ([1951] 
2 A.E.R. 822). 

Under the 1947 Act, provision is made for the 
enforcement of planning requirements by the powers 
conferred by Sections 23 and 75 of the Act on the 
slanning authority to serve an enforcement notice, 
in cases, inter alia, in which the existing development 
happens to have been in contravention of previous 
planning control. If the notice is not complied with 
the authority can take the necessary measures, and 
pull down the offending buildings and structures, or 
put a stop to the offending use, as the case might be. 

Power to enforce planning control even during the 
interim development period, i.e. between the date of 
the planning resolution and the date when the scheme 
came into operation, appears to have been conferred 
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for the first time by Section 5 of the Town and 
Country Planning (Interim Development) ‘Act, 1943. 
Previous to that Act the position during the interim 
development period was that even where consent to 
development was required, usually under the General 
Interim Development Order in force at the time, 
the development could be undertaken even without 
such consent, and there was nothing that the authority 
could do to prevent it. (Bromley U.D.C. v. Blatch 
([1929] 73 Sol. Jo. 325).) ` 

The powers of enforcement are now extended by 
Section 75 of the Act of 1947 to existing development 
which contravenes previous planning control, and 
such contravention will arise, in cases where at the 
material time the land was ‘subject to a planning 
resolution, if the development was carried out or 
begun otherwise than in accordance with permission 
granted in that behalf by or under the interim 
development order. 

What the court have in effect decided in Buching- 
ham C.C. v. Callingham is that where a planning 
resolution has become operative, then any develop- 
ment carried out in the meantime during the interim 
development period, but without interim develop- 
ment permission, would be ‘otherwise than in 
accordance with planning permission’ for the purpose 
of Section 75 (9) of the 1947 Act, and an enforcement 
notice can accordingly be served in respect of it. 
‘Fhe position would be the same, even where develop- 
ment was carried out without such permission prior 
to the date (April rat, 1933) when the General 
Interim Development Order, 1933, made under the 
1932 Act, came into force. 


REVIEWS 


The Profits Tax Acts 
(His Majesty’s Stationery Office, London. 8s 6d net) 


This can be regarded as a companion volume to the 
excellently produced Income Tax Acts, from the 
same source. As befits the reduced bulk, however, 
the covers are smaller and less stout, while loose-leaf 
insertions are made by means of a cord. The book is 
confined to those provisions which remained in force 
after the end of 1946. There is a list of orders made 
under the double taxation relief provisions and the 
statutory rules relating to assessment and collection 
are reproduced in full. Last, but not least, there is a 
fine page index. Perhaps the only criticism one may 
make is that this book was not produced much earlier. 


Book-keeping and Accounts 
by Dennis L. Dougan, F.S.A.A. 
5 (Sweet & Maxwell Ltd, London. 30s net) 


This new work, intended for beginners, has two 
distinctive features. One is that it is a physically 
monumental book of 530 pages. The other is that it 
first introduces the student to the ledger and then 
works backwards to the books of original entry. The 


author has tried to make the subject-matter interesting 
for the reader and it is but fair to say that, as far as 
possible, he seems to have avoided the pedantic in 
his approach to what, in its early stages, is necessarily 
rather a dull subject. 


The Trustees’ Handbook i 
by J. A. R. Finlay, M.A., Barrister-at-Law 
(Sweet & Maxwell Ltd, London. ros 6d net) 
This is a handy sized manual for the lay trustee and 
for the officials of the trustee departments of banks 
and insurance companies. It is written in a lucid and 
attractive style and the author has clearly brought 
to it the advantage of close practical experience of 

the problems which arise. 


SHORTER NOTICE 

AN OUTLINE OF THE Law or Trusts AND TRUSTEES, 
H. A. R. J. Wilson, F.C.A., F.S.A.A., and C. N. Beattie, 
LL.B., Barrister-at-Law. (H.F.L. (Publishers) Ltd, 
London. ee net.) The student will find this synopsis, 
with its numerous references to statutes and Cases, 
excellent for last-minute revision before an ex- 
amination. 
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' FINANCE AND COMMERCE `“ 


The lack of incentive to support markets makes for 
continued dullness and uncertainty on the Stock 
Excharige. Business is extremely small and prices drift 
downwards. 
From New Zealand 

We have received from Mr E. O. Hunter, F.R.A.N.Z., 
the accounts of Ross & Glendining Ltd, of Dunedin, 
of which he is secretary. Mr Hunter, it may be 
added, is a member of the Council of the New 
Zealand Society of Accountants. 

“These accounts, which we reprint this week, ‘are 
the result of the desire of your board to present the 
accounts in accordance with modern accountancy 
practice’. The new form adopted will be seen from 
the reprint. It will be noticed that a summarized 
balance sheet is presented which, excluding all detail, 
brings the financial position into the sharpest focus. 
The full statement, in single column, expresses total 
shareholders’ funds in terms of total net assets. ‘To 
. secure this view, the debenture debt has been taken 
out of the context of capital and inserted as a deduc- 
tion from the fixed assets which in part provide the 
debenture security. 

In the profit and loss account, the transfer to 
general reserve, it will be seen, is in excess of the 
amount available from the year’s income and is 
shown as a final deduction from the profit and loss 
balance including the amount brought forward. 


Instructive Style 


The business of Ross & Glendining was established 
in 1862, and has now its own worsted and woollen 
mills, its clothing and footwear manufacturing 
divisions, a general warehousing section through 
which pass goods from overseas, its box factories, 
etc. The various activities are illustrated. : 

`The accounts are accompanied by much statistical 
information presented in an instructive style. Thus the 
analysis of sales emphasizes ‘how much ‘of the 
proceeds from sales are passed back to the public 
directly and indirectly by way of wages and salaries, 
local expenses, etc.’ Further graphs show the propor- 
tion of profits divided and retained and the substantial 
cut which taxation takes; the growth in fixed assets 
mainly through the use of retained profits; and the 
growth in shareholders’ funds. 


Mr Nidditch Explains 

Mr L. Nidditch, chairman of the Ely Brewery 
Co Ltd, whose accounts were reprinted in our issue of 
November 3rd, suggests that our conclusion was ‘a 
somewhat critical expounding view’ and that he is 
entitled to have his ‘real intentions corrected’. The 
best way to comply with his request is to give his 
‘real intentions in his own words. Mr Nidditch writes 
as follows: 

`> ‘Firstly, the reason I mentioned the basis of earning 
` yield was in association with the opinion of the 

Financial Times leading article when the dividend 


freeze was announced and as a leaning post to 
support my own contentions. ~ 

‘I have not been so concerned with the ordinary 
prices for the time being, but, with the starting-point 
of all these problems, and that was when we 
announced record profits and complete recovery by’ 
the company in June 1948, and the shares then 
instead of hardening a 6d were lowered from 
xos 3d to gs by the offering of only 1,000 ge units 
and then again valued lower still. . d 

‘My 1950 review evidence of the preference shares, 
has been ignored and overlooked and the sharp’ 
lowering of the first preference to make them look 
risky has been ignored and overlooked. Consequently, 
and because of the action at that date and a “shop” 
was not established and conditions became difficult 
generally, and other facts as explained byme, helped to 
create a deteriorating mental approach to share values. 

‘When I referred to valuation of earnings yield 
I thought it would be obvious to men especially of 
experience, that I was speaking of companies paying 
out in dividends between 50-75 per cent on their 
earnings and the yield basis also had some relation, 
to break-up values. I certainly was not referring to’ 
certain companies like some leading shipping com- 
panies and a few other expanding businesses that 
were earning 100 per cent and keeping their dividend 
at 8, 10 or 12 per cent annually for many years. 


Dividend and Shares 
‘In those cases, in my opinion, the directors have 
no right to continually expand at the shareholders’ 
expense, and meagre reward, and for what my 
opinion is worth, they should either pay a higher 
dividend or give sufficient bonus shares for share- 
holders to choose whether they keep or sell. 

‘I respectfully suggest that you have misquoted 
me and not done justice by suggesting on your right- 
band column “as the one and only basis for the 
valuation of a company’s shares”; surely, you must 

‘ give me the credit that I realize that there must be 
other considerations? The other considerations as I see 
it were also referred to by me on the first page of my 
review, such as where the bonus shares and tax-free 
capital payments have a value for assumption of 
being repeated and to what extent based on balance 
sheet figures and past records and declarations made 
by directors. 

‘On this basis I suggest with respect, that Ely 
shares might have remained at 10s or through 
conditions of supply and demand and other factors, 
either reach 11s or been quoted at 9s. Furthermore, 
if the price had not been allowed to be erratic 

_ because of the jobbers’ system, there would probably 
have always been three more buyers and three less 
sellers, whereas through the present jobbers’ syster 
and other circumstances, there has always been 
created three more sellers and three less buyers.’ 


. Money Market fe 
Applications for Treasury bills on November 3oth 
totalled {£244,795,000 and with the bid at 
£99 15s 1d the allotment basis was 53 per cent. The 
average rate was 19s 6°54d per cent and this week’s 
offer is £170 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Notes on the Allocation of Expense 


Sir, — In their helpful pamphlet on the above subject, 
commented upon in a leading article in your issue of 
November 24th, The Institute of Chartered Account- 
ants in England and Wales stresses that the words 
‘primary’ and ‘secondary’ are not intended to have 
any significance in relation to the order in which 
allocations are made. 

I suggest that this disclaimer should be borne in 
mind especially by any accountant who is about to 
prepare an expense classification ‘code’ for the first 
time. To regard the kind of expense as the ‘primary 
allocation’ în point of order, leads to a ‘code’ and 
hence a ledger, which is arranged conveniently for 
once-a-yeat preparation of financial accounts, but 
very inconveniently for short-period cost accounts, 

` comparison with budgets, etc. i 
On the other hand, to reverse the order and regard 
the function of the expense as the primary allocation 
from this point of view, leads to a ledger which is 
arranged very conveniently for the latter purposes. 
Admittedly it is less convenient for end-of-the-year 
use, but I suggest that this is of minor importance and 
the inconvenience is slight. 
Under the suggested arrangement (and especially 
if an accounting machine is in use) it is a simple 
matter for the operator to prepare monthly lists which 
fall naturally into the order needed for cost and control 
` purposes and save the accountant a great deal of time 
and work. 

‘I need hardly say that very careful preparation of 
the ‘code’ is of the greatest importance — but that is 


another matter. Yours faithfully, SÉ 
Old Coulsdon, Surrey. G. JOHNSON, CA 


Clerical Salaries Analysis, 1952 


Str, — At certain intervals during the last ten years; 
the Office Management Association has conducted a 
survey of clerical salaries rates, the results of which 
have been published in booklet form. This work is 
believed to be unique so far as this country is con- 
cerned, and on each occasion in the past the Associa- 
tion has received innumerable requests for copies of 
the booklet, from which it is fairly to be deduced that 
employers have found the information thus provided 
to be of considerable value. The 1950 report dealt 
with 749 separate establishments with records cover- 
ing the circumstances of more than 73,000 clerks. 
Since that time it has become obvious that salary 
rates have substantially -altered, and the Association 
accordingly propose to conduct a new survey so as to 
reflect the state of affairs existing on March ist, 1952. 

It will be apparent that the measure of usefulness 


achieved by each report is governed by the extent to 
which commercial organizations are prepared to 
co-operate in its preparation. Obviously, the greater 
the number of participants, the more complete and 
the more reliable will be the final picture. It is to be 
remembered that the fundamental purpose of the 
work is to produce a factual guide, and not a series of, 
recommendations, for management. ` 

It occurs to me therefore to ask whether you might 
be so kind as to assist the Association in securing 
adequate publicity for the new survey shortly to be 
started, by publishing this letter in your columns. I 
am in process of sending out individual invitations to. 
many hundreds of firms all over the country, but 
there are likely to be many whom circumstances will 
prevent my approaching direct, yet who may no 
the less be willing to take part. The past success 
this scheme justifies the Association in believing tha 
the tabulated results of these surveys have a very 
considerable value in management circles generally, 
and their desire is for that value to be enhanced yet 
further in 1952, as a result of an even more wide- 
spread response from business firms than there was 
on previous occasions. 2, 

All individual statistics supplied to the Association 
are kept confidential as a result of a special coding 
system, and. participation in the survey does not 
involve any inordinate amount of labour so far as 
any one firm is concerned. Ishall be most happy to j 
give any further information on the subject to anyone 
who cares to communicate with me at this address. 

Yours faithfully, -~ 
J. B. MEASURES, 
; Secretary, b 
GE OFFICE MANAGEMENT ASSOCIATION. 
Management House, 
8 Hill. Street, 
London, Wr. 


Indian Income Tax 


Sir, — With reference to your note headed ‘Indian 
income-tax’ on page 387 of the issue of October 2oth, 
1951, I would like to point out that the Central Board 
of Revenue has extended by a further two months, 
i.e. up to December 31st, 1951, the time within which 
the option to be assessed on the Indian income on the 
basis of the ‘total world income’ has to be exercised. 
This- applies to assessments for the assessment year 
1951-52, Le, income arising within the year ended 
March 31st, 1951. e et 
Yours faithfully, Ze 
Beete, N. R: MODY, F.C.A. `> 
[We have confirmed this information with official 
sources in London — Editor.] Sta 
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SR IN PARLIAMENT 


Private Profits and Income: Inquiry 


Mr G. Witiams asked the Chancellor of the 
Exchequer when the Royal Commission on the 
taxation of private profits and income is expected to 
report. 

Mr Boyp-Carpenter: The Commission has 
received a good deal of written evidence, and has held 
several public meetings at which it has taken oral 
evidence. I understand however that the evidence so 

. far received is far from complete and that it will be 
<a considerable time before the Commission will be 
ready to report. 

Hansard, Nov. 27th, 1951. Written Answers, Col. 123. 


Service Officers’ Uniforms: Tax Allowance 


Mr Jonn Prorumo asked the Financial Secretary to 
_ the Treasury whether he is now in a position to 


announce the result of the promised consideration 
of a revision of the existing income-tax allowances 
to officers of the services in respect of the mainten- 
ance of their uniforms. 

Mr Boyp-Carpenter: Yes, Sir. The Treasury 
have reviewed with the Service departments the costs 
of renewal and repair of Service officers’ uniforms 
and have fixed increased amounts. I will, with 
permission, circulate details in the official report. 

The amounts now fixed apply for the income-tax 
years 1951-52 onwards, but as there are so many 
cases involved it will not be possible for the P.A.Y.E. 
codings to be adjusted in the middle of the current 
year. The increases in the allowances for 1951-52 
will, therefore, be effected by an adjustment of the 
codings for 1952-53. 


Following are the details: 


? Income Tax ALLOWANCES FOR UPKEEP OF OFFICERS’ UNIFORMS 


e amounts shown in columns B II, C If and D II are the amounts fixed in accordance with the provisions of Rule 10 
the Rules applicable to Schedule E, Income Tax Act, 1918, as being in the opinion of the Treasury fair equivalents of 


e average annual amounts which full-time serving officers of the ranks indicated are obliged to expend wholly, exclusively 
and necessarily in the performance of their duties. 
































C 


Female Officers of 
ranks equivalent to 
those shown in 

column A 





D 


Nursing Officers of 
ranks equivalent to 
those shown in 
column A 




















































I | © H 
Allowances Allowances Allowances 
Present proposed _ Present proposed Present proposed 
Allowances | from April | Allowances | from April | Allowances | from April 
6th, 1951 6th, 1951 6th, 1951 
£ £ £ £ 
~ RoyaL Navy: ; 
Flag Officers .. Kat oe 40 70 —_ — : — — 
Officers below Flag rank but 30 30 
of, or above, the rank of 
Lieutenant Commander .. 35 60 40 40 
Officers below the rank of : 
Lieutenant Commander 25 
ARMY: 
Colonels and above 52 
Lieutenant-Colonels Ge 30 20 
e 40 
Majors 5° l 
Officers below the zank ot 
Major si 25 25 ` 
Roya Am Force: ee p 
Group Captains and above .. 47 as 47 
be aa 
Wing Commanders .. a 30° 30 ' 
Squadron Leaders - .. 45 45 
Officers below the rank of 
Squadron Leader .. 25 25 25 








Hansard, Nov. 27th, 1951. Oral Answers, Cols. 1118-9. 
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TAXATION CASES f 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in The Annotated Tax Cases. 


Lord-Advocate v. Angus Trustees 
In the Court of Session (Outer House) 


July 24th, 1951 
(Before Lord Biapgs) 
Estate duty ~ Annuity during husband’s lifetime — Life- 
rent interest in whole income after his death — Whether 
duty chargeable on sum yielding annuity — Customs and 
Inland Revenue Act, 1881, Section 38 (2) (c) — Customs 
and Inland Revenue Act, 1889, Section 11 — Finance 
Act, 1894, Sections 1, 2 (1) (c). - 

By a marriage settlement it was provided that the 
sum of £400 a year should be paid out of the trust 
income to the wife during the lifetime of the husband, 
and the balance of the income was payable to the 
husband for life. On the death of the husband in the 
wife’s lifetime, the whole of the trust income was 
payable to the wife for life, subject to reduction to 
one-half on her remarriage. The husband predeceased 
the wife, and until her remarriage the wife received 
` the whole of the trust income, and subsequently 
received one-half of it. ` 

The Inland Revenue claimed estate duty in respect 
of the whole of the trust fund. The trustees contended 
that no duty was leviable upon that part of the trust 
fund which was, at the date of the husband’s death, 
required to provide the £400 a year. 

Held, that the whole trust fund passed on the 
husband’s death, and was subject to estate duty 
accordingly. 


Craigenlow Quarries Limited v. CIR. 

In the Court of Session (Inner House) 
July rath, 1951 ` 
(Before the Lorp PResipENT (Lord Coopsr), Lord 
CarmontT, Lord RusseLL and Lord Kerra) 
Income-tax — Land occupied in connexion with mineral 
concern — Lease of quarry and agreement for sale of spoil 
banks — Quarry and spoil banks worked as one business — 
Royalties paid to landowner — Whether royalties deduct- 
ible in computing Case I assessment — Income Tax Act, 
1918, Schedule A, No. III, Rules 1, 2, 3, Schedule D, 
Cases I and II, Rule 3 (m)- Finance Act, 1934, 
Section 21. 

The appellant company worked a stone quarry, and 
also worked three adjoining spoil banks. The quarry 
was leased to the appellant for ten years, and the right 
to work the spoil banks was conferred by a minute of 
agreement and sale of the same date as that of the 
lease. The quarry and the spoil banks were managed 
as one business. Under the lease of the quarry a fixed 
rent of {100 a year was payable or, alternatively, a 
lordship of 6d a ton on stone taken from the quarry. 
The-minute of agreement and sale provided for the 
sale to the appellant-of the stone and.other materials 


therein at a stated figure a ton. The fixed rent under 
the lease was not payable as long as not less than {100 
was payable for material removed from the spoil banks. 
It was agreed that the appellant was carrying on a 
concern within Rule 1 of No. ITI of Schedule A. 

In the appellant’s profit and loss account for the 
period ended March 31st, 1949, a sum of £1,137 os 4d 
was charged for ‘Royalties etc.’, and the appellant, 
claimed to be entitled to deduct this sum in com- 
puting its profit for the purpose of Case I-of Schedule 
D. The General Commissioners decided that the 
sum was a rent within Section 21 of the Finance Act, 
1934, and was consequently inadmissible as a 
deduction in computing the Case I assessment. ` 

Held, that the General Commissioners’ decision 
was correct. 

In the Court of Session (Inner House) 
July rath, 1951 


(Before the Lorp Presipenr (Lord Cooper), Lord 
Carmont, Lord RusseLt and Lord KEITH) 


Income-tax, Schedule A — Gravel pit - Gross annual 
value taken from valuation roll~ Whether gravel pit 
separately assessable — Whether entry in valuation roll 
binding - Lands Valuation (Scotland) Act, 1857, 
Section 3 — Income Tax Act, 1918, Schedule A, No. 1, 
No. IIT, Rule 3. 

The appellant company owned an estate on which 
there was a gravel deposit. In 1942 the company 
leased the deposit, and the right to work the gravel, - 
to another company in return for a royalty based upon 
tonnage. From 1942-43 till 1947-48, the appellant 
company was assessed under Case I of Schedule D, 
on the amount of the royalties of the preceding year, 
and no separate Schedule A assessment on the gravel 
deposit was made. After the decision in Russell v. 
Scott, the Case I assessments were no longer made, 
and a separate assessment under No. I of Schedule A 
was made in respect of the area of the gravel deposit. 
The amount of the assessment was arrived at by 
taking the gross annual value appearing in the valua- 
tion roll, and deducting the amounts of the allowances 
for repairs and owners’ rates. The gross annual value 
appearing in the valuation roll was calculated by 
reference to royalties received. 

The appellant company contended that the 
exploitation of the gravel deposit amounted to a sale_ 
of goods, and the realization of a capital asset, and 
did not represent a letting of the area of land in which 
the gravel deposit existed. It was also contended that 
the decision in Russell v. Scott required that the 
assessments under No. I of Schedule A should be on 
the estate as a whole, and that a separate assessment 


Moray Estates Development Company 
v. C.LR. f 


December 8th, 1951 


m respect of the area of the grayel deposit was not 
valid. The General Commissioners decided that the 
assessment under No. I of Schedule A on the gravel 
pit had been correctly made. 

Held, that the General Commissioners? decision 
was correct. 


Friends Provident and Century Life Office 
and Another v. Investment Trust Corporation 
Limited and Others 
In the House of Lords — July 26th, 1951 
‘Before Lord Simonps, Lord GODDARD, Lord Morton 
oF HENRYTON, Lord RADCLIFFE and Lord TUCKER) 
Income-tax — Tax-free payments — Preference dividend 
- Tax free up to 6s in the £ — Construction of articles of 

association. 

It was provided by the articles of association of 
Godfrey Phillips Ltd that payment of preference 
dividends should be tax free up to 6s in the £ in the 
following terms: 


> 


f 


A 
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“The “B” cumulative preference shares confer the 
right to a fixed cumulative preferential dividend at 
such a rate that after deduction of income-tax 
thereon at the current rate for the time being (irre- 
spective of any allowance or rebate in the case of a 
particular shareholder), the amount remaining shall 
be the clear sum of 6 per cent per annum on the 
capital paid up thereon less the amount, of any 
income-tax for the time being payable in excess of 
6s in the £ computed on the ger sum of 6 | per cent 

_ per annum on such capital. . 

Held, affirming the decision of the Court of Appeal, 
that the dividend was to be calculated by reducing 
the amount of a dividend. of 6 per cent be the excess 
of the standard rate over 6s in the £, and treating the 
figure so found as the net dividend; the gross dividend 
then being that net figure grossed up at the standard 
rate. (Thus the net dividend on 100 £1 shares, on the 
basis of a standard rate of income-tax of gs in the £, 
would be £6 less 3s in the £, i.e. £5 2s od, the gross 
equivalent thereof being £9 5s 5d.) 


DINNER IN DARLINGTON 


North Yorkshire and South Durham Branch of the Leeds, Bradford 
and District Society of Chartered Accountants 


The second annual dinner of the North Yorkshire 
and South Durham Branch of the Leeds, Bradford and 
District Society of Chartered Accountants was held 
at The Kings’s Head Hotel, Darlington, on Wednesday, 
November 28th, 195r. 

_ The Chairman of the Branch, Mr W. J. E. Ringquist 
J.P., F,C.A. (who is also President of the North Yorkshire 
and South Durham’ Chartered Accountant Students’ 
Society), presided over a company of some eighty 
members and guests, receiving them with Mr C. W. 
Boyce, C.B.E., F.C.A., President of The Institute of 
Chartered Accountants in England and Wales. 

Among those present were Councillor H. Sansom, 
J-P., F.C.A., Mayor of Darlington, Mr C. P. Barrowcliff, 
F.S.A.A., President, Society of Incorporated Account- 
ants and Auditors, Councillor B. E. Pigg, Deputy 
Mayor of Darlington, Mr Stephen N. Furness, M.a., 
Mr T. H. Tilley, President, Durham and North 
Yorkshire Law Society, and 
Messrs Graham Adam, M.C., F.c.a. (Member of the Council 
of the Institute); H. Bolton, F.c.a. (President, Leeds, Bradford 
and District Society of Chartered Accountants); J. C. H. 
Booth (Vice-President, Tees-side Chamber of Commerce); 
W. S. Boyd, F.c.1.s. (Chairman, Middlesbrough and Tees- 
side District Branch, Chartered Institute of Secretaries); 
P. Cooper, ¥.c.a. (Hon. Secretary, Northern Society of 
Chartered Accountants); Derek du Pré (Editor, ‘The 
Accountant’). P. W. Goostrey, A.1.B. (Chairman, Institute of 
Bankers, Middlesbrough District), Rev. G. E. Holderness, 
M.A. (Vicar of Darlington, Mayor's Chaplain). 

Messrs G. N. Hunter, F.c.a. (Hon. Secretary, Leeds, 
Bradford and District Society of Chartered Accountants); 
A. L. Ingham, m.sc. (H.M. Inspector of Taxes); T. Jewitt, 
F.S.A.A. (President, Incorporated Accountants’, Newcastle- 
upon-Tyne and District Society); A. S. Maclver, M.C. 
(Secretary of the Institute);.C. D. North, F.c.a. (Immediate 


Past President, Leeds, Bradford and District Society of 
Chartered Accountants); W. Nuttall, F.1.M.T.A., F.C.W.A. 
(Borough Treasurer, County Borough of Darlington). 

Messrs C. H. W. Sansom, A.C.A. (Hon. Secretary, Leeds, 
Bradford and District Society of Chartered Accountants 
North Yorkshire and South Durham Branch); R 
Swinbank, F.c.a. (Hon. Secretary, North Yorkshire and 
South Durham Chartered Accountant Students’ Society); 
R. P. Winter, M.C., T.D., F.C.A, (President, Northern Society 
of Chartered Accountants). 


A civic welcome to the County Borough of Darling- 
ton, offered by Councillor H. Sansom, J.P., F.C.A., 
the first chartered accountant to be Mayor of Darling- 
ton, was greeted with loud ippies 


Bright Boys 


Mr Stephen N. Furness, M.A., proposing the toast of 
‘The Institute of Chartered Accountants in England 
and Wales’, said in the course of his speech: , 


‘When I was a practising barrister I had the greatest 
respect and fear of accountants—1 considered them the 
bright boys who were able to add up figures — their craft 
not being an art as is the law. 

“They moved in a world of assurance and security and 
they received a remuneration twice the size of, mine-a 
fee which, indeed, made a barrister’s fee look like an entry 
in the petty cash ledger.” (Laughter.) 

‘When I went into business I found out how different 
things really were- the accountants could certainly add 
up a little better than I could, but even they could not add 
up as well as an engineer with a slide rule. (Laughter.) As 
to remuneration, having been astounded by the tremendous 
amount, L was greatly relieved by seeing how small it 
really was.’ (Renewed laughter.) 

‘In my business relations I found that I differed from 
accountants on several occasions. In their own business 
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relations accountants frequently differed amongst them- 
selves, and then came to me to see which was right. 
He continued: 

‘It is important that those who decide to go outside their 
professional practice should be fully aware of the fact that 
the honour of their profession is in their hands. (Hear, 
hear.) They should, where possible, do everything they can 
to support their profession in industry and commerce and 
to maintain the highest standard of honesty and integrity.’ 
(Applause.) 

Replying to the toast, Mr C. W. Boyce, C.B.E., 
F.C.A., President of The Institute of Chartered Account- 
ants in England and Wales, commended the Institute’s 
summer courses, emphasizing their value. He also 
spoke highly of the value of the recent autumnal 
meeting at Torquay. 


Carr-Saunders Report on Education for 
Commerce 


Outlining the help that is offered to articled clerks 
during their education and training, Mr Boyce 
continued: 

“You all remember the Carr-Saunders Report on Educa- 
tion for Commerce and the misgivings on the part of the 
Council in case its recommendations should be imple- 
mented. You will also remember that the Council issued in 
booklet form a report on Education and Training for Mem- 
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bership in which sound reasons were adduced to show that 
the recommendations of the Carr-Saunders Committee. 
are wholly inappropriate for persons wishing to become 
members of the Institute. - 

‘It appeared evident that the Minister of Education 
intended to implement at least some of the recommenda- 
tions of the Carr-Saunders Committeé, and with the 
object of removing any misunderstandings which might 
exist it was arranged that a deputation from the Institute 
should meet sentor officials of the Ministry of Education, 
The reception accorded to the deputation was most friendly 
and the Institute’s methods of training articled clerks were ; 
fully explained and discussed.’ (Applause.) | 

‘As the outcome of this meeting, it was clearly under- 
stood that the Ministry had, and has, no intention of inter- 
fering in any way with the ‘profession and would not co 
sider any move which might affect the interests of SCH 
Institute, without full prior discussion with the Institute.’ 
(Applause.) 

‘It is a great relief to know that the system of training 
under articles which has stood the test of time is not likely 
to be disturbed.’ (Hear, hear and applause.) 


The toast of ‘Our Guests’ was proposed by Mr 
Andrew Whyte, A.C.A., and Mr T. H. Tilley, President, 
the Durham and North Yorkshire Law Society 
responded. 

A tribute to Mr C. H. W. Sansom, a.c.a., Hon. 
Secretary of the Branch, by Mr Ringquist, was greeted 
with acclamation. 


NOTES AND NOTICES 


The Institute of Chartered Accountants 


in Ireland 
QUARTERLY MEETING OF THE COUNCIL, NOVEMBER 
1951 


At the quarterly meeting of the Council on November 
27th, 1951, the following were present: 


Mr H. E. A. Addy, President (in the chair); Mr P. 
Butler, Vice-President; Messrs J. Baily, F. Cleland, 
W. H. Fitzsimons, E P. O’Carroll, H. Trevor 
Montgomery, P. J. Purtill, and W. L. H. Rodden, 
with Messrs Wm. Edmiston Crawford, Secretary- 
Treasurer, and H. Stevenson, Joint Secretary, in 
attendance. 


Apologies for absence were received from Messrs 
E. T. McCarron and G. Hill Tulloch. 

Mr G. Francis Klingner, Dublin, was co-opted 
to fill the vacancy on the Council created by the 
resignation of Mr R. Stanley Stokes. 

Mr Edward Lambart Barrett, Dublin, and Mr 
Vincent Eugene Lennon, Armagh, Associates in 
practice, applied for and were admitted to Fellowship. 

Applications by the following members of The 
Institute of Chartered Accountants in England and 
Wales for exemption from the examinations of the 
Institute and for admission to membership were 
acceded to under bye-law 82: 


Mr James E. Doherty, Sligo, as an Associate in 
practice. 

Mr William T. Underwood, M.A., Belfast, as an 
Associate not in practice. 


The terms of a circular letter to members stating 


the attitude of the Council in regard to changes in 
the appointment of auditor or professional account- 
ant were further considered and settled. 

Recommendations by the Council for the guidance 
of members on the question of the collaboration of 
accountants and solicitors in the drafting and settling 
of memoranda and articles of association of com- 
panies, as drafted by the committee appointed at the 
last meeting were approved. e 

It was reported that the memorandum prepared 
by the committee of members in Northern Ireland 
and approved by the Council, containing submissions 
on behalf of the Institute for consideration by the 
Royal Commission on the Taxation of Profits and 
Income, had been lodged with the Commission. i 

On a report from the Investigation Committee it 
was decided that a special meeting of the Council 
should be convened under bye-law 107 to consider 
the suspension or exclusion from membership of 
members whose annual certificate fees or subscrip- 
tions for the year 1951 had not been paid. 

It was reported that since the last quarterly meet- 
ing, on August 31st, 1951, 45 certificates of exemption 
from the Preliminary examination had been issued ~ 
31 to Eire candidates and 14 to Northern Ireland 
candidates — making a total of 70 issued this year o. 
date, compared with 75 to the same date last year, 
articles of clerkship registered in the same period 
numbered 35 — 24 in Eire and 11 in Northern Ire- 
land — making the total registered this year to date 
60, compared with 68 to the same date in the previous 
year. 
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: `- Personal 

Messrs Napier, HENDERSON, Brace & Co, Chartered 
` Accountants, announce that they have removed their 

offices from 1a Southampton Row, WC", to 30 
. Craven Street, Strand, London, Wêz. Telephone: 

Whitehall 0071-2. 

Messrs Gore & Co (Henry I. JACOBS, F.C.A., and 

G. DaviD LEIGH, F.A.C.C.A.), formerly of Fulwood 

House, Fulwood. Place, High Holborn, WC, 

‘announce that on December Ist, 1951, their offices 

‘were removed to National Bank House, 101-103 Baker 

Street, London, Wr. Telephones: Welbeck 8265-7. 
— Messrs Jacops & Leicu, formerly of Fulwood 

House, Fulwood Place,- High Holborn, WCr1, 

announce that on December 1st, 1951, their offices 

were removed to National Bank House, 101-103 Baker 

Street, London, Wr. Telephones: Welbeck 8265-7. 

Messrs INGHAM & Co,. Chartered Accountants, 
announce that as from December Ist, 1951, they have 
removed their offices to 202 Stanley Road, Bootle, 

Liverpool, 20. Telephone: Bootle 1544 

Messrs J. C. THomson & Co, Chartered Account- 
ants, of 116 Hope Street, Glasgow, C2, announce 
~that Mr James GARDEN CORNWALLIS THOMSON, C.A., 
son of the late James CORNWALLIS THOMSON, C.A., 
who founded the firm, has been assumed as a partner 
as from October yst, 1951. The firm name will remain 
unchanged. 

Messrs Cooper BroTHers & Co, and Messrs 
Cooper: Brotuers, Hockey, Kine & Co, announce 
that they have opened an office at Barclays Bank 
Buildings, P.O. Box 191, Limbe, Nyasaland. 


Chartered Accountant’s Double Jubilee 
Sir J. STANLEY HOLMES, M.P., F.C.A. 

This year, Sir J. Stanley Holmes, chartered account- 
~ant Member of Parliament for Harwich, has cele- 

brated the jubilees both of his membership of the 

Institute, and of his directorship of the North-West 

Building Society, of which he has been- chairman 

since 1939. 

Sir Stanley Holmes was admitted an Associate of 
the Institute in root and elected to fellowship in 1908. 
An exceedingly pleasant little ceremony marking his 
other jubilee took place recently at The Savoy Hotel 
when, after a luncheon party, he was presented by his 
co-directors of the North-West Building Society with 
his portrait in oils — painted by Mr Henry M. Carr. 
The portrait will hang in the Society’s boardroom. 

Second senior Vice-President of the Building 
Societies’ Association, Sir Stanley Holmes is senior 
partner in the firm of Messrs Stanley Holmes & Co, 
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Chartered Accountants, of London and Bristol, He 
represented North-East Derbyshire in Parliament 
from 1918 to 1922, and has been elected for SEH 
since 1935. 
Conservative Party Trade, Finance and 
Industry Committee i 

Mr G. P. Stevens, M.P., F.c.A., has been elected 
joint honorary secretary of the Finance and Trade 
and Industry Committee of the Conservative Party 
for the 1951-52 session. Mr Stevens is a oe in 
the firm of Messrs Pannell, Crewdson & Hardy, 
Chartered Accountants, of London, and is Member 
of Parliament for the Langstone Division of 
Portsmouth. 


The Manchester Society of Chartered 
Accountants 


A meeting of the Manchester Society of Chartered 
Accountants will be held on Monday next, December 
roth, at 6 p.m., and will be addressed by Mr E. H. 
Davison, A.C.A., chief accountant of Courtaulds Ltd, 
on “The meaning of equity holdings’. 

The meeting will be held at the Chartered Account- 
ants’ Hall, 60 Spring Gardens, Manchester, 2 


South-Eastern Society of Chartered 
Accountants 
SOUTHAMPTON MEMBERS’ GROUP 

The annual general meeting of the Group was held 
at The Royal Hotel, Southampton, on' Monday, 
December 3rd, 1951, with Mr P. D. Irons, B.COM., 
A.C.A., in the chair. Officers for the GEES SE? were 
elected as follows: 

Chairman: Mr John H. Mitchener, F.c.a. 

Vice-Chairman: Mr W. H. Green, A.C.A., A.S.A.A, 

Secretary: Mr K. P. Bennett, A.C.A. 
After the formal business of the meeting, members 
were addressed on ‘American annual reports’, by 
Mr P. Livingstone Armstrong, A.C.A., followed by 
discussion and examination of a selection of American, 
British and Dominion reports. 


Southend-on-Sea Chartered Accountants’ 
Group 

The members of the Group are holding their 
annual dinner on Wednesday, December roth, 1951, 
at The Palace Hotel, Southend-on-Sea, at 6.45 p.m. 
for 7 p.m. The committee cordially invite members 
either in practice or in commerce residing in the 
locality to attend this function, and they should com- 
municate with Mr K. B. Price, A.C.A 24 Warrior 
Square, Southend-on-Sea, for further particulars, 
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` The Corporation of Certified Secretaries 


The Provincial Dinner of the Corporation of 
Certified Secretaries was held on November 17th, at 
The Adelphi Hotel, Liverpool, and Alderman A. T. 
Pike, 0.B.E., J.P., F.C.C.S., Chairman of the Corpora- 
tion presided. 

The toast of ‘The City and Trade of Liverpool’ 
was proposed by Mr H. V. A. Raikes, M.P., and the 
Lord Mayor of Liverpool, Alderman Vere Egerton 
Cotton, C.B.E., T.D., J.P., responded. Mr H. S. 
Magnay, M.A., Director of Education, Liverpool, 
proposed the toast of the Corporation and referred to 
the Corporation’s strength of nearly 10,000 members 
and students both in this country and in the 
Commonwealth: 


Business Efficiency Exhibition 


The 1952 Business Efficiency Exhibition will open at 
Bingley. Hall, Birmingham, on February roth, 1952. 
During the ten days of the exhibition the office 
equipment industry will present its latest aids for 
labour saving in the office, and’ will give British 
buyers the first opportunity of new equipment; for 
unlike other years, the exhibition is being held before 
the British Industries Fair, where there is always a 
large office equipment section for the benefit of 
buyers from abroad. 


Recent Publications 


SPECIMEN ANSWERS TO THE QUESTIONS SET AT THE INSTITUTE 
Or CHARTERED ACCOUNTANTS’ FINAL EXAMINATION, 
May 1951, with Copies of the Questions. 7s 6d net. 
14X84. Portfolio. Study Services Ltd, London. 

FINANCING OLp-acg PENSIONS, A PERSONAL VIEW BY 
MONTEATH DOUGLAS. 16 pp. pamphlet. Canadian Tax 
Foundation, 4 Carlton Street, Toronto, 2. 

TReasurer’s ACCOUNTS, 1950-51, of the City of Bradford. 
xv-+429 pp. 10X74. Treasurer’s Office, Bradford. 

Tue Stock EXCHANGE OFFICIAL YEAR-30O0K, 1951, Vol. II. 
ccly-+2179 pp. 10X 7. Price for the two annual volumes, 
£6 net; by post inland, £6 2s 6d. Thomas Skinner & 

_ Co (Publishers) Ltd, London. : 

REGISTER OF DEFUNCT AND OTHER COMPANIES, 1951. 
iv+s5or pp. 1oX6}. £1 net. Thomas Skinner & Co 
(Publishers) Ltd, London. : 

INDUSTRIAL INTERNAL AUDITING, by W. A. Walker, c.p.a., 
and W. R. Davies, c.p.a. vii+329 pp. 94 X6. 42s 6d net. 
McGraw-Hill Publishing Co Ltd, London. 

ABSTRACT OF THE T'REASURER’s ACCOUNTS OF THE CORPORA- 

‘TION OF HORNSEY FOR THE YEAR ENDED MARCH 31ST, 
1951. xilit106 pp. 106. Borough Treasurer, Town 
Hall, Crouch End, London. 

ÅBSTRACT OF ACCOUNTS, 1950-51, of the City of Coventry. 
492 pp. 94x74. City Treasurer, The Council House, 
Coventry. 

REVIEW OF THE FINANCIAL ACTIVITIES OF THE CORPORATION 
OF THE CITY AND ROYAL BURGH OF EDINBURGH FOR THE 
YEAR 1950-51. 275 pp. 83x54. City Chambers, Edin- 
burgh. 


THE ACCOUNTANT 


December 8th, 195 1 


Our. Contemporaries 


THE ACCOUNTANTS’ JOURNAL. (Wellington.) (September.) 
‘Observations on the Valuation of Shares’, by G. A. Lau, 
LL.D.(LG.), M.COM.(N.Z.), A.P.A.N.Z. 

Tue ‘CANADIAN CHARTERED ACCOUNTANT. (Toronto.) 
(October.) ‘Management Problems in the Professional 
Office’, by Paul Bruneau, L.sc.(coM.), C.A. , S 

Tue New York Certirizp Dun zc Accountant. (New 
York.) (October.} ` 

Other Publications Received 


Tue FEDERAL Accountant. (Melbourne) (September.) 

INTERNE BEDRIJFS ORGANISATIE. (Amsterdam.) (November.) 

JOURNAL OF THE INDIAN INSTITUTE OF ACCOUNTANCY AND 
TaxaTION. (New Delhi.) (September.) 

THE ACCOUNTANCY JOURNAL. (Delhi.) (September.) ` S 

REVISION OG REGNSKABSVAESEN. (Copenhagen.) (Septem- 
ber-October.) 


SEVENTY-FIVE YEARS AGO 
From ie Accountant or DECEMBER gTH, 1876 
Concluding paragraph of an article, entitled: 
Accountants and Solicitors 


It will be seen from the foregoing that there is a wide 
field in which accountants may honourably employ 
themselves without fear of interfering with the 
legitimate work of solicitors. We will conclude ba. 
repeating one or two warnings which counsel has 
thought well to give the profession. “To bring 
accountants within the penalties of the statute’, it is 
stated, it is not necessary that they should ‘make a 
separate charge for the document drawn, it will be 
enough if they are paid for services generally, and 
draw the instruments in question as a part perform- 
ance, or to assist in the performance of such services,’ 
Then, iri drawing up any documents of a legal or 
quasi-legal character, ‘the fact that they are not 
prohibited from doing so by any statute will be no 
defence to an action for negligence, if any damage 
be occasioned through ignorance of legal technicali- 
ties’. This cannot be too well borne in mind by many 
others besides accountants. 


ANNOTATED TAX CASES 


Edited by Roy E. BORNEMAN of Gray’s Inn, Barrister-at-Law 


Published at frequent intervals. Reports of. Income 
Tax, Sur-Tax, Profits Tax, E.P.T., Death Duties and 
Stamp Duty Cases decided in the Courts of England 
and Scotland. The reports contain a lucid summary’ 


of the cases and a full report of the judgments, 
together with explanatory notes on the decisions. 


SUBSCRIPTION 30) | = PER ANŅUM 
(post free) 


GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL STREET, LONDON, EC2 
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ESTABLISHED SCH b 
VOL. CXXV NO. ‘4017 


NON-PRACTISING MEMBERS 
OF THE INSTITUTE | 


HERE is an announcement of unusual and wide interest 

in the report of the proceedings at a meeting of the Council 

of The Institute of Chartered Accountants in England 
and Wales held on December 5th, 1951, published elsewhere i in 
this issue. 

The Council has decided to constitute a sub-committee of 
the General Purposes Committee, to be known as the General 
Purposes Sub-committee (Non-practising Members). The func- 
tion of this sub-committee will be to advise the Council on 
matters relating to the interests of non-practising members of 
the Institute; and it will consist of the four (later to be five) 
non-practising members of the Council, together with three 
members of the Council in practice. 

The establishment of this sub-committee is a logical develop- 

D 

ment of a policy which has been consistently pursued by the 
Council over the last ten years — a policy of increasingly drawing 
into Institute affairs the experience and ability of members who 
have taken whole-time employment in industry and commerce. 
The establishment of the Taxation and Research Committee in 
1942, with its system of regional Taxation and Research Com- 
mittees throughout the country, was the first major step in this 
direction taken by the Council. It was followed in 1943 by the 
appointment to the Council for the first time of a non-practising 
member; and in 1948 by the appointment to the Council, also 
for the first time, of an Associate member of the Institute. 

The significance of this latest development, which is now 
announced, is the clear evidence it gives of the Council’s, desire 
to have a due regard for the interests of its non-practising 
members. Moreover, the presence on the sub-committee of 
three members in practice will ensure not only that consideration 
is given to matters affecting the interests of non-practising 
members employed by practising accountants, but also that the 
concerns of members in industry and commerce are Properly 
integrated with those of members in practice. 

The foundation of the Institute is, and must remain, the’ 
practice of public accountancy. Nothing but good, however, 
can come from a policy of building on that foundation ani edifice 
in which all members, whether in practice or not, can play their 
parts and make their several contributions to the status and 
well-being of the Institute. The Council is to be warmly con- 
gratulated on a step which will, we are sure, be widely welcomed 
in the profession. 
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HE Government’s policy in relation to 

i new capital issues and to credit generally 

L has now been made known in a written 
Parliamentary answer, reproduced elsewhere in 
this issue. - 

The new instructions to thẹ Capital Issues 
Committee are in the form of a letter from the 
CHANCELLOR OF THE EXCHEQUER to the chairman, 
Lorp Kenner. "The are in line with the instruc- 
tions given last April by Mr BUTLER’S pre- 
decessor, Mr GAITSKELL, except that they are 
couched in more vigorous and urgent terms. 
` However, Mr BUTLER, unlike his predecessor, 
makes no specific reference to the question of 
bonus issues, nor to the need for limiting divi- 
dends or discouraging transactions which are in 
a form likely to reduce tax liabilities. It may well 
be that’ the problem of tax avoidance by bonus 


issues and the dike is now regarded as solved by’ 


the Finance Act, 1951. 

Mr Butter urges the. Committee to cubital 
applications to a a 

‘very strict and searching scrutiny, with a view to 
: eliminating any project which is not likely “to 

produce positive results commensurate with the 

demands which it will make on the limited avail- 
able resources’ 
-a difficult task. Applications in respect of 
projects for unessential goods, especially those 
for the home market and particularly if using 
metal, are to be ‘discouraged’. 

A feature which is new and remarkable is the 
instruction that where an application is made for 
long-term finance for the purpose of funding a 
bank advance already made, the Committee is 
to have regard only to the eligibility of the project 
for which the finance is sought and not to the fact 
that the money has already been borrowed. This 
new instruction is in effect retrospective since it 
is not confined to bank advances to be made in 
the future. Some concerns which have already 
borrowed money from the bank, and spent it, 
may find themselves in serious difficulties when 
their applications for long-term finance are 
rejected. The bank may feel compelled to call 
in the loan, while the concern mag be quite un- 
able. to switch its new project over to a purpose 
which falls within the list of priorities. 

In carrying out its duties, which seem to call 
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for a superhuman omniscience, the Capital Issues 
Committee is to have, as hitherto, the advice of 
the appropriate Government departments. Here 


again there is a slight change in the wording used 


by the CHANCELLOR. Mr GAITSKELL instructed” 
the departments that their advice was to be 
‘specific in character’; Mr BuTLer wants the 
Committee to have ‘clear and realistic’ advice and . 
is therefore instructing the departments to sc 
‘consider in a critical spirit all applications which 
‘are referred to them’. 
One can hardly envy the lot of the officials whose 
duty it is to transform these subtle changes in 
wording into practical action. 
Like his predecessor, Mr BuTLER couples with 
his instructions to the Capital Issues Committee 


- certain complementary recommendations to the 


banks. The latter are to ‘continue to intensify’ 
their efforts to restrict credit to essential purposes, 


“particularly: defence and exports. Although these 


new recommendations differ in wording from 
those of Mr GAITSKELL their effect is almost 
exactly the same. Mr GAITSKELL, in requesting 
the banks to maintain restraint in credit policy, 
asked specifically that the banks should ensure 
that advances were not made for the increased 
finance of hire-purchase, particularly of con- 
sumer goods, for any speculative purposes, or for 
capital expenditure or investment which would 
conflict with the principles guiding the Capital 
Issues Committee. Mr BUTLER asks that not- 
withstanding the statutory exemption from con- 
trol of borrowings made in the ordinary course 
of business, bank advances should not in general 
be made for capital expenditure. For the rest he 
enjoins that banking facilities should not be given 
for speculative buying or holding of securities, 
real property, or commodities and that the 
finance of hire-purchase should be ‘limited’. 
Here again, bank officials will be much exercised 
to extract the essential changes in policy from | 
this slightly different wording. 

On the whole it is clear that. notwithstanding 
the change of Government, or the CHANCELLOR'S 
words as to the ‘new’ attempt to grappleywith 


- our economic difficulties, as far as the control of 


borrowing and capital issues is concerned, the 
mixture is very much as before. 
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CHARGING ORDERS ON SHARES ~ 


by SPENCER G. MAURICE, Barrister- at- Law 


empowers a judgment creditor to apply to 
the Court for a charging order in his favour 
on stock and shares standing in the name of the 
debtor in his own right, or in the name of any 
person in trust for him. If the Court makes an 
order the creditor is then entitled to the remedies 
‘which he would have had if the charge had been 
made in his favour by the judgment debtor, but 
it is provided that he is not to have the benefit of 
the charge until after the expiration of six months 
from the date of the order. It is to be observed 
that ‘stock and shares’ does not include deben- 
tures: as was pointed out by the Court of Appeal 
in Sellar v. Charles Bright & Co Lid ([1904] 
2 K.B. 446), a debenture-holder is not a member 
but a creditor of a company. 
£ By Section 15 of the Act the order is in the 
first place to be an order nisi, but unless the 
debtor, within a time to be mentioned in the order 
shows. cause to the contrary, the order is, after 
notice to the debtor (or his attorney or agent), to 
be made absolute. Then follows a proviso that 
the judge shall, upon application by the debtor 
or any person interested, have full power to dis- 
charge or vary. the order. 


‘In His Own Right’ 


The meaning of the words ‘in his own right’ 
with reference to shares in a company was con- 
~sidered in Pulbrook v. Richmond Consolidated 
Mining Co ((1878) 9 Ch.D. 6i0). In that case 
Sir George ‘Jessel, M.R.,. held that where the 
articles of association of a company required that 
a director should hold shares ‘as registered 
member in his own right’, beneficial ownership 
of shares was not necessary in order that a director 
might be duly qualified. It is to be observed, 
however, that the learned Master of the Rolls 
founded his judgment on the words ‘as registered 
member’, words which do not appear in Sec- 
tion 14 of the Judgments Act. Pulbrook v. Rich- 
mond Consolidated Mining Co was discussed in 
Cooper v. Griffin ([1892] 1 Q.B. 740), where 
{Lord Coleridge, C.J., said in the Divisional 
Court of the Queen’s Bench Division: 

“The intention of the Legislature is, I think, 
clearly shown to charge that only which is the 
debtor’s real and true property, and not to charge 
shares which, though they may stand in the name 


Sa 14 of the Judgments Act, 1838, 


of the debtor, are not his real and true property.” 


(At pp. 743, 744.) 


Clearly an order is illusory and of no effect unless 
the shares stand in the name of the debtor in his 
own right, in the sense of beneficially as well as 
legally, or in the name of some person in trust 
for him. 
The Basic Principle 
The principle had, indeed, been recognized: in 
Gill v. Continental Union Gas Co ‘((1872), L.R. 
7 Ex. 332). In that case, where a mortgage had 
been created by a deposit of share certificates 
together with a blank transfer, it-was held that 
the judgment debtor in whose name the shares 
stood had no beneficial interest in them; conse- 
quently, the company was not precluded from 
permitting the transfer of the shares after notice 
of a Charging order mist and before the making of 
it absolute. Referring to Gill v. Continental Union 
Gas Co, Vaisey, J., said in the recent case of 
Hawks v. McArthur and Others (fos d 1 Ali E. R: 
22, 25): `, $ 
“There is, undoubtedly, a basic principle bat d 
charging order only operates to charge the. bene: 
ficial interest of the person against whom thé 
order is made, and that it is not possible, for 
instance, to obtain an effective charging order 
over shares where the person against whom the 
` order is made holds them as a bare trustee, The 
charging’ order affects only such interest, and so 
much of the property affected, as the person whose 
property is purported to be affected could himself 
validly charge.’ 


Failure to Comply with Articles > ' 
M., the first defendant in Hawks v. McArthur, 
held 500 ordinary shares in a private comipany, 
of which he was the managing director. He agreed 
to resign from his office as director, and it. was 
agreed that the company should find a purchaser 
for his shares. The company’s articles of associa- 
tion contained stringent provisions restricting 
the transfer of shares, but these provisions were 
ignored arid two transfers of the shares’ were 
executed, one, on September 16th, 1949, in 
respect of 200 shares in favour of R., the com- 
pany’s manager, and the other, on September 
21st, 1949, in respect of 300 shares in favour of 
F., the chairman of the board of directors. Each 
transferee, when agreeing to purchase shares 
belonging to M., further agreed to hold the- 
shares which he took as beneficial owner if no: 
other member of the company wished to purchase’ 
them, or, if any other member or members 
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wished to exercise the right of pre-emption given 
to members by the articles, to hold the shares as 
trustee for such member or members. R. and F: 
paid to M. the full purchase price for the shares 
which they took, but they remained registered in 
M.’s name. 
_ On October 4th, 1949, the plaintiff recovered 
_ judgment and costs in an action against M., and 
was granted leave to proceed under the judgment. 
On the same day he obtained a charging order 
on the shares in the company standing in the name 
of M., and this charging order was made absolute 
on October 17th. The plaintiff contended that, 
as the provisions in the company’s articles regard- 
ing the transfer of shares had not been complied 
with, the purported transfers to R. and F. were 
completely void, so that the whole property in 
‘the shares — that is, the property both legal and 
equitable — remained in M. 

The plaintiff accordingly sought to show that 
the charging order operated effectively upon the 
shares. R. and F., the second and third defend- 
ants, contended that by October 4th, the date 
of (he order nisi, the beneficial interest in. the 
‘shares was already vested in them, and: ‘that 
M. had no interest in the shares on which the 

` charging order could operate. i 


The Real Question 


It appeared from the evidence that there had 
been agreements between R. and the company 
and F. and the company, by which R. and F. 
agreed to relieve the company of its obligation 
to find purchasers for M.’s shares, but the 
arrangement necessarily implied further agree- 
ments between R. and M. and F. and M., and, 
as Vaisey, J., pointed out, the real question 
which he had to decide was whether those latter 
agreements operated so as to amount in equity 
to a transfer of the shares held by M., as to 200 
of them to R., and as to 300 of them to F., or 
whether the failure to comply with the procedure 
for the transfer of shares laid down in the articles 
of the company completely vitiated the whole 
transaction, so that the transfers were worthless 
and there had been a total failure of consideration 
for the moneys paid over to M. by R. and F. 

For the plaintiff it was contended that the 
matter was governed by Hunter v. Hunter and 
Others ([1936] A.C. 222) which was said to be 
authority for the proposition that R. and F. got 
nothing for their money or from the transfers 
executed in their favour. Hunter v. Hunter con- 
cerned a mortgagee’s power of sale over shares, 
and decided that restrictions on the right to 
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transfer may interfere with the exercise of such a 
power. ' 
Special Position of a Mortgagee 


Hunter v. Hunter received consideration by. 
Black, J., in the Court of first instance in Ireland 
in In re Hafner, Olhausen v. Powderley ([1943] 
I.R. 426), and that learned judge took the view 
that it was of the first importance that Hunter v. 
Hunter was concerned with a sale by a mortgagee, 
and that the case must be considered with that 
characteristic in mind. Vaisey, J., accepted that 
as being the basic and essential difference between 
Hunter v. Hunter and the case before. him. His 
lordship accordingly found it possible to dis- 
tinguish Hunter v. Hunter in deciding Hawks v. 
McArthur and said ([1951] 1 All E.R. 27): 

‘On general principles, in such circumstances as 
those of the present case where a man who has an 
interest in shares in a company receives something 
for the sale of those shares and executes under seal 
a transfer of those shares for that purpose, I can- 
not bring myself to suppose that Hunter v. Hunter 
constrains me to hold that everything done i in that 
transaction is a complete nullity.’ 


Jr seemed to the learned judge that the i portant 


thing about the case before him was that R. and 
F. paid M. money for the shares, and his lord- 
ship could not bring himself to suppose that they 
got nothing by their bargain and that the whole 
property in the shares remained in M., not- 
withstanding the transfers which had been 
executed and the moneys which he had received. 


A Matter of Priorities 

Once it was decided that the failure to comply, 
with the articles of the company was not enough 
to vitiate completely the transactions between 
R. and M. and F. and M., it was merely neces- 
sary to decide whose rights should prevail — the 
plaintiff’s, or those of R. and F. Since there was 
no question that M. was still the legal owner of 
the shares (his name as owner of them never 
having been removed from the share register of 
the company), there was equally no question that 
any rights which the plaintiff on the one hand 
and R. and F. on the other hand might have 
could only be equitable rights. Since the transfers 
to both R. and F. had been executed prior to the 
date on which the plaintiff obtained the charging 
order, Vaisey, J., was bound. to conclude that, 
as between the legal merits of the plaintiff and. 
R. and F., the rights of R. and F. must prevail 
over those of the plaintiff. His lordship accord- 
ingly dismissed the summons and held that the 
charging order was nothing but a charging order 
nist. 
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' THE INSPECTOR OF TAXES INTERROGATES 


TWO PEOPLE WHO WISH TO GET MARRIED 
by WILFRED TULLETT, F.S.A.A. 


The Editor informs readers that the characters and places in the following article are purely 
tmaginary and that no reference is intended to any living person or to any particular place. 


Scene: An Inspector of Taxes’ office south of the 
` Border, early in the month of March. The Inspector 
“is wearing a sprig of heather in his lapel. He ts very 
cheerful, as he is SE going on leave. The 
telephone rings. 

INSPECTOR: Yes? 

CLERK: A young lady and gentleman to see e you, 
sir. I think they are Scottish. I have told them 
that as they have no appointment you may not be 
available. 

Inspector: Oh, send them up, Jenkins. I have 
a few minutes to spare. 

, (The Inspector sits drumming his fingers on the 
“desk, There is a knock at the door, and a Scotsman 


| in a kilt enters, followed by a pretty girl in a tartan. 


skirt. They are both young. He is older than she 1s.) 
InspEcToR: Good afternoon. Do take a seat. 
Scotsman: Thank you. My name is Andrew 
MacVerycareful, and this lady is my fiancée, 
Jean McLookahead. As we have no appointment, 
it is good of you to see us. We hardly liked to 
trouble you but. . 
Inspector: Please do not worry. I am glad that 
am free to fit you in. Just what can I do for you? 
Anprew MacV.: Well, as I say, Miss McLook- 
ahead is my fiancée . . . (there ts a very long pause). 
INSPECTOR (helping): Yes? 
ANDREW MacV.: We are EES of getting 
married . . . sometime, 
INSPECTOR (encouragingly): That is not an 
unnatural thing to do, if I may say so. 
ANDREW MacV.: You see, we have been kind 
‘of talking it over. . 
Inspector: And when is the happy day to be? 
AnpREW MACH. (heavily): As I was saying, 
Inspector, we have been talking it over, but that 
is as far as we have got. It is a serious step, is 
it not? 
InspecTOR (amused): Very, but if you have 
talked the matter over, surely. ... 
AnpDREW MacV. (dolefully): It is not as easy as 
„that. 
InsrecTOoR: Well, what zs your difficulty? 
Anprew MacV.: We cannot decide on a date. 
Jean McL. (butting in): Andrew has not got it 
quite right, Inspector. He means he cannot 
decide on a date. I do hope that you can help us. 
INSPECTOR (now completely fogged): ‘This is a 


bit out of my line of country, but of course I will 
help you if I can. How long have you been 
engaged? 

Jean McL.: Nearly five years. 

Inspector: That seems a long time. 

Jean McL.: It ts a long time. Andrew says it is 
the income-tax position which keeps bothering. 
him. He does not know where we shall stand in 
the year we get married. 

ANDREW MacV.: That’s it. That is the problem, 
Inspector. That is what we have come about. 

INSPECTOR (seeing light): It does not seem much 
of a problem to me. 

Anprew MacV.: It’s like this. You will, have 
gathered that I am a Scotsman, and like a lot of 
Scotsmen I have come to England, and I do not 
intend to go back. 

“INSPECTOR (his eyes twinkling): I had gathered 
that. 

Anprew MACH: Then you will begin to 
appreciate the position. As a Scotsman, I like to 
have my money affairs on a sound basis. At the 
moment we both get a single person’s allowance, 
do we not? 

INSPECTOR: Yes. 

Anppgw MacV.: But when we get married, our 
married allowance is less than our two single 
allowances added together. That is’ a matter 
carefully to be considered, is it not? 

INSPECTOR (dryly): What you say is quite Wee 
but I would have thought. . 

ANDREW MACH. (to G fiancée): ‘There you are, 
Jean! That’s what I told you! 

Jean McL. (desperately): Surely, Inspector, 
there are two sides to it. Is there not something 
you can do to help us? 

INSPECTOR (now on the girl’s side): Of course 
there is. 

Jean McL.: Oh good! I thought there must it be 
something. 

INSPECTOR: Mr MacVerycareful i is overlooking 
at least four matters. Let us take your case. first, 
Miss McLookahead. If you are married before . 
the end of the tax year, you. will receive a full 
single woman’s allowance just as if you had been 
single all the year. 

Jean McL. (triumphantly): Do you hear that, 
Andrew? 


t 
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Anprew MacV.: Aye. 

Inspector: Now for the second point. If you, 
Mr MacVerycareful, are married before the end 
of the tax year, you will receive the full married 
man’s allowance, even if you have been married 
only for a day or two in the year. 

ANpREW MacV. (excitedly): Do you mean that 
my ...my wife . . . would receive the full single 
person ’s allowance, and that I would receive the 
full ‘married allowance’ both at the same time? 

Inspector: That is the position. It evens things 
up a bit, don’t you think? 

ANDREW Macy.: It seems a queer law to me, 
but go on, Inspector, you have got me very 
interested. 

Inspector: Have you any life assurance? - 

Anprew Mac ` No, not yet. I was waiting 
until I got married. Why do you ask? 


INSPECTOR: It is not long now until the end of 


the tax year. So do it now. ` 

Anprew MacV.: Now! Why? 

Inspector: Because if you can get it settled 
before the end of the tax year, you will get a full 
year’s. allowance on the premiums, even if the 
policy has run only for a few days. 

- ANDREW MacV.: Well . . . the Scots would not 
have managed it like that if it had been left to 
them. However, you: said. that: there were four 
matters. What is the fourth one? ` 

' Inspector: The fourth one depends on whether 
or not you have paid tax in-the year. With all your 
allowances you may be entitled to a repayment of 
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tax, perhaps (slyly) sufficient to pay for the | 
wedding. . 

Anprew MACH, (completely flabbergasted): Well, 
can you beat that! > - 

Jean McL. (coming in again quickly): So there 
is nothing now to wait for, is there, Andrew? 
The Inspector has cleared it all up! 

Anprew MacV. (thoughtfully): No, it all seems 
in order . . . but (as a thought strikes him) do you 
not think that people will say that we have rather 
rushed it to avoid the income-tax, Jean? 

- Jean McL.: I'don’t mind what ‘they think! = 

ANDREW MacV.: You have indeed been very 
helpful, Inspector, but tell me, just as a point of 
interest, on what date were you married? 

INSPECTOR (laughing): As a matter of fact, and 
between ourselves, I was married on the fourth ot 
Aprill 

ANDREW MacV. (really roused): Well, T m 
blest! What do you think of that, Jean? 

Jean McL. (lightly): That clinches it for us, 
dear, doesn’t it? The Inspector ought to know. 
Thank you a lot, Inspector. We will make’ our 
date the fourth of April. I will send you a piece 
of cake, What do you say, Andrew?’ 
~ ANDREW MacV.: The fourth of-April it will 
have to be. Every Budget day will be a reminder. 
You see, Inspector, we just had to come to see 
you. It’s better to be certain than sorry, don’t you 
think? 

- INSPECTOR: I would not like to tell you what 
I ES Good luck to both of youl 


"Ca SOME REFLECTIONS 
ON INDUSTRIAL PROFITS—IT 


Taxation of Profits 


ITHERTO I hope we have been fairly suc- 
` cessful in keeping both feet firmly on the 


J ground, ‘but in dealing very briefly with tax- 
ation of profits. I would like to venture upon a short 
flight’ into the realmis of speculation. 

“There has always been an element of ës 
about the taxation of profits in that it is impossible to 
foresee what may lie ahead in the shape of future tax 
tates ot new taxes. One may congratulate oneself on 
a-seriés of fortunate chances which have resulted in a 
wn low taxable profit for a certain year, perhaps 
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by H. P. FINN, A.C.A. 


when tax rates were high, only tò find later that this 
particular year becomes a standard year for an excess 
profits tax so that the low profit operates disadvan- 
tageously. In the same way the fact that one was able 
to secure only a moderate rate of wear and tear for 
certain. assets may prove later to be a blessing in dis- 
guise, if tax rates begin to rise sharply. 

-That being so I have always been a trifle surprised 
at the great care with which most of us (including the 
Inland Revenue) strongly argue for this or that 
temporary advantage and insist upon methods’ of 
exhaustive detail and meticulous accuracy in making 
calculations — say of capital allowances and so forth ~ 
when in the long run either it matters not whether 
great care was or was not exercised or the painstaking 
effort to secure the maximum legitimate advantage 
proves to have produced the minimum. 

For instance the ‘advantages claimed for. initial 
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allowances have always seemed to me to be rather 
J illusory. It was said that these represented an interest- 
- free loan to assist industry to finance urgent re- 


equipment. In many cases, however, they seem to ` 


have acted in a rather odd fashion. For instance a 
company which needed a piece of plant in January 
1948 costing £1,000 had first of all to find the money 
itself. In its tax computations based on the year 1948 
it received an initial allowance of 20 percentof £1,000, 
or £200, so that its tax assessment for 1949-50 was 
reduced by £200 making a cash reduction in the tax 
liability due on January rst, 1950, of gs Im Zon £200, 
~ or £90. Tax of course has since risen to gs 6d in £ so 
that, in effect, it is £95 which will have to be ‘repaid’ 
by reduced annual allowances if the rate of tax con- 
tinues as at present. It does not strike me as a par- 
ticularly generous gesture, after telling a man you are 
going to give him a tax-free loan to help him find the 
` £1,000 he needs in January, 1948, to offer him Zoo 
in January, 1950, and then expect him to repay £95. 
Then again, in computing wear and tear, there were 
all those complications. of additional fourths and 
fifths; and even now there is the absurd anomaly that 
annual allowances are expressed to be five-fourths of 
what is just and reasonable — so that by definition the 
allowances given are unjust and unreasonablel 
, ` One cannot help wondering whether any ill con- 
sequences would follow if the Inland Revenue 
announced that industrial concerns which wished to 
do so could write off all capital expenditure on assets 
liable to wear and tear as and when the expenditure 
was ‘incurred. The enormous number of individual 
transactions would, I believe, allow the law of averages 
full play so that the effect on taxation receipts by the 
Exchequer should almost immediately become 
negligible; at the same time the complications of 
detailed capital allowance computations would be 
ntirely avoided. Assets not subject to wear and tear 
like land would no ‘doubt still have to be capitalized 
and possibly exceptional-treatment might have to be 
accorded to assets, like buildings, which become 
critically worn and torn only after a long period has 
elapsed since their construction. 
Such a practice, however, would not satisfy those 
_ who take the view, rejected by the Millard Tucker 
; Committee, that taxable profits should take proper 
account of changes in the value of money. Ultimately, 
- of course, the Chancellor of the Exchequer takes from 
“industry in the form of taxation what he requires to 
' budget; and arguments that profits for taxation pur- 
poses ought to be computed on principles which 
produce less taxable profits are really, in the final 
analysis, pleas for lower taxation. If ‘profits’, which 
the directors are convinced ought to be kept in hand 
to provide for the maintenance and replacement of the 
fixed assets and working capital of the company, are 
to be in great part snatched away by the Chancellor 
then there is the risk ~in some cases amounting to 
certainty ~ that sooner or later the company will be 
unable to continue in business, at its existing scale of 
activity, without new capital. 
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The problem is essentially a political one — and*as 
accountants we can do little more than point out the 
inevitable effect. Certainly this is a matter on which 
we and the économists ought to agree whole-heartedly, 
I see from paragraph (131) of the Tucker Report that 
some witnesses suggested that industry should be 
relieved from tax altogether on undistributed profits, 
At first sight this seems rather an extreme suggestion, 
but I am not at all sure that ultimately it is not the 
logical solution. After all industry in this, country 
today is largely owned by numerous small share- 
holders; and the tendency for the private owner and 
the large shareholder to disappear is increasingly 
stimulated by the high levels of taxation and estate 
duty. The only profits of a company which are 
‘enjoyed’, so to speak, are those distributed in divi- 
dends. The profits retained are, in times of inflation, 
increasingly required to keep the company in being 
at its existing scale of activity and therefore, in many 
cases, they are essential to ensure employment to the 
workpeople and a source of supply to the consumers 
of the goods it deals in. Of course the ploughing back 
of profits must also be of benefit to the shareholder, 
by keeping up the value of his shares; and it is often 
objected, to the proposal that industrial profits 
should be given preferential tax treatment, that this 
would be unfair to those whose savings are invested 
otherwise — say in their own houses or in gilt-edged 


-securities. Nevertheless it is so much in the interests 


of the country that money should be readily available 
for industrial maintenance and development that we 
ought not to shrink from making use of taxation as an 
instrument in achieving that result. We cannot 
pursue the matter further now, but I see no reason 
why some equitable arrangement could not be 
worked out; for example it might be necessary to 
provide that any persons who bought or. subscribed 
for shares in an industrial concern could have the 
cost of them allowed as an expense against his per- 
sonal taxable income, but that tax would be payable 
on the proceeds of sale of any industrial shares by the 
person who sold them. Increases in the value of 
shares attributable to the ‘ploughing-back’ of profits 
would then be taxed when realized and subject to 
estate duty on death. 

The fact that a Royal Commission is now sitting 
on taxation is, I hope, a sign that old methods and ` 
principles are being reviewed in the light of today’s 
conditions. After all, income-tax has been established 
for over 150 years and its general principles have 
altered surprisingly little since they were crystallized 
in the Act of 1842. 

It is hardly necessary here to mention the labyrin- 
thine complexities of our existing tax laws; we know, 
all of us, to our cost, the enormous expenditure = or 
wastage — of time and effort which they involve on 
the part of industry, the Inland Revenue, the Courts 
and the legal and accountancy professions. Certainly 
the time is more than ripe for a concentrated study to, 
work out the best system of taxation to replace the 
existing system with all its defects; and'I would enter 
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a strong plea in favour of simplicity and of boldness 
in putting forward quite new proposals if these would 
cut the Gordian knot of fiscal entanglements. 


Conclusion 


As accountants, we of course appreciate that when 
costs are rising, profits cannot be ‘enjoyed’ in full 
without impairing the undertaking; and we of course 
appreciate that the taxation of profits which are 
needed to finance stocks and equipment at rising 
prices must either impair the undertaking or reduce 
the share of profit which the shareholders can ‘enjoy’. 

In the first case we must forgo ‘enjoyment’ of 
part of the profits and in the second case attempt to 
bring home to our legislators the evil consequences 
of excessive taxation. We must make it clear beyond 
doubt that if Parliament intends to tax only profits 
which are available for the ‘enjoyment’ of share- 
holders, then it will fail in its object if it taxes profits 
required to renew stocks and depreciating assets. 

We must also, I think, condemn the practice of 
asserting that particular profits are either ‘reasonable’ 
or ‘excessive’ if the assertion is based only on a com- 
parison of published profits with capital, or even net 
assets, shown by published balance sheets. Indeed, I 
think we should go further and refuse to regard any 
comparisons as valid or useful unless they are made 
on a basis which would give an equitable result under 
varying conditions for different concerns; and one 
important pre-requisite of equity is that fixed assets 
should be included in capital employed at replacement 
values undiminished by depreciation. 

I cannot think that these views conflict in any way 
with the presentation of profit and loss accounts to 
shareholders under the Companies Act in their 
established form prepared in accordance with long- 
settled principles of our profession. It does not in the 
least surprise me that the profit shown by a profit and 
loss account prepared in accordance with these 
principles is an unsuitable figure on which to compute 
taxability, to found or refute accusations of profiteer- 
ing or to measure the national product. I conclude 
from this not that there is anything amiss with most 
published profit and loss accounts, but simply that 
their nature and purpose is widely misunderstood.’ 

Every effort should be made to remove the mis- 
understanding; but this should be done by emphasiz- 
ing the nature, true purpose and limitation of profit 
and loss accounts, not by so altering their nature that 
they subserve objects quite different from and even 
irrelevant to their true purpose. 


Appendix A 


NOTE ON THE PRACTICE OF RELATING PROFITS TO 
EMPLOYED CAPITAL AS A CRITERION OF THEIR 
REASONABLENESS 
The Select Committee of the House of Commons on 
National Expenditure which was appointed on the 
outbreak of the war, in their fourth report (1940-41 
session), dealt in great detail with the contract procedure 
followed by the various services and Government 
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Departments when ordering warlike and other stores. 
In Section IV of this report the committee discussed 
profits and emphasized the general determination to 
prevent a recurrence of the ‘profiteering’ experienced 
during the First World War. The report continued: 


‘Although on general grounds it is most important to 
prevent either employers or employees making personal 
capital out of the nation’s misfortunes, it is needful to 
preserve a sense of proportion. Even if profits are at a 
level as high as zo per cent of total costs, they represent 
only a relatively small proportion, 1/11th, of the ‘full 
price to be paid.’ (Fourth Report, 1940-41 Session of 
Select Committee of the House of Commons on National 
Expenditure, page 20, paragraph 55.) 


After discussing the effect on contractors of 100 per- 
cent excess profits tax, the report continued: 


‘Much time and effort have been spent on negotiations 
over the rates of profit to be allowed on Government 
contracts. The frequently difficult and protracted char- 
acter of these discussions may be attributed in part to 
lack of agreement on the meaning of the term “rate of 
profit”. The custom of many business men of measuring 
profit on a particular undertaking by reference to its 
total cost leads them to interpret this term as “profit 
expressed as a percentage of the costs of production”. 
The acceptance of this meaning makes impracticable the 
attempt to establish a uniform fixed profit on Govern- 
ment contracts generally, since a profit so understood? 
will give an inordinately high return on capital if turn- 
over is increased. The Select Committee on National 
Expenditure of the last war, the Treasury Inter-Service 
Committee, the Treasury Committee on Contract 
Procedure, and the Committee of Public Accounts, have 
stressed the importance of considering the return on the 
contractor’s capital employed in assessing a fair profit, 
and it is only in this way that the term "fair profit” can 
be given a precise meaning which remains applicable to 
a number of different contracts.’ (Ibid, page 21, para- 
graph 58.) 

The report went on to discuss whether it was 
possible to prescribe a single profit rate, based on 
capital employed, for all Government contracts — a 
proposal which had been under discussion during the 
1914-18 War. At the time: 


‘...it was recognized that rates could not be fixed 
without considering all branches of industry and that 
this could hardly be done by any department other than 
the Treasury but neither the Inchcape Committee nor 
the Colwyn Committee would undertake to lay down 
any scales of profit for departmental guidance; and at the 
date of the Armistice no conclusion-had been reached.’ 
(ibid., page 22, paragraph 59.) 
After saying that there were strong arguments in 
favour of retaining to some extent the method of 
bargaining so as to encourage enterprise the report 
continued: 

‘But the elimination of unnecessary bargaining on 
each individual contract offers such important advan- 
tages that every effort should be made to arrive at stan- 
dard rates calculated with reference to a fair return on 
capital employed.’ (Ibid., page 22, paragraph 61.) ` 

At the end of its report the Committee appended its 
recommendations and, in relation to profits, these wer 
as follows: 8 

‘That rates of profit should be related to capital em- 
ployed; and that some degree of uniformity is highly 
desirable; but, since a simple fixed rate is hardly feasible, 
agreements to cover particular industries should be 
encouraged, though some flexibility should be retained 
to offer special incentives for special efforts.’ (Ibid., page 
36, paragraph 112.) 
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As is customary following the publication of reports of 
the Select Committee, comments by the various 
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on National Expenditure under. the heading “The 
Technique of Settling “Right Prices” ’, Reporting in 


` Government departments concerned were made and, November, 1943, the Committee says: 


published; and the comment of the Treasury concludes 
as follows: 

a number of important factors... operate to 
ae the possibility of there being any single rate of 
scale of profit which can be uniformly applied. The 
profit element must therefore remain one of the important 
subjects for negotiation. Nevertheless the Treasury agree 
that the present volume of contracting is such as to 
necessitate all possible simplification of procedure and 
they agree with the Committee that wherever possible 
‘agreements to cover particular industries should be 
encouraged. Some progress has already been made in 

~. this direction.’ (Appendix 4 of Eighteenth Report, 1940- 
` 41 Session of Select Committee on National Expenditure, 
page 11, paragraph 4 (c).) 
The Select Committee returned to this matter two 
years later in their Seventy-fifth Report (Fourteenth 
Report of the 1942-43 Session) where they referred to 
the Treasury comment quoted above and then con- 
tinued: 
‘Since that date your Committee are glad to record 
that considerable progress has been made, and that a 
uniform general principle has been accepted by all the 
; Supply Departments. This is that a standard percentage 
rate on capital should be allowed as a normal expectation 
for the reasonably efficient manufacturer, and that there 
should be a flexible “additional margin” to take account 
of special risks and efforts.’ (Fourteenth Report of Select 
Committee, 1942-43 Session, page 63, paragraph 167.) 
While the ‘standard’ percentage rate was 7% per cent, 
the report went on to say that it had been clearly stated 
by the Treasury that all relevant circumstances were 
taken into account and there was no absolute maximum 
laid down. In practice there was established for each 
separate contractor a ratio between his total annual 
turnover at cost price and the value of all the capital 
employed in his business, and this ratio was used in 
order to establish appropriate profit margins for that 
particular contractor. This was done in the following 
-manner. It was assumed that for all ordinary cases a 
~ reasonable profit to any contractor would be 7} per 
- cent on his capital employed. If a particular contractor 
turned his capital over, in sales at cost value, once per 
annum (i.e. had a ‘capital/turnover ratio’ of 1 : 1) then 
he would normally be entitled to 74 per cent for profit 
margin on the cost incurred on any individual contract. 
On the other hand if he turned his capital over twice 
in a year (i.e. had a capital/tutnover ratio of 1 : 2) 
then he would only be entitled for profit to half of 
7% per cent on the cost of any individual contract, i.e. 
32 per cent. That is to say, the standard 7$ per cent on 
cost, for profit margin, was scaled down proportion- 


-y 


ately to the particular contractor’s capital/turnover. 


ratio. A small addition might be made, to the ultimate 
` percentage so arrived at, for exceptional efficiency or 
risk by the contractor. At one time it was argued on be- 
half of some of the Government departments that this 
use of a capital/turnover ratio only worked one way, 
and that if a contractor had a ratio of greater than 1:1 
be could not get more than 74 per cent as a profit 
““margin on his costs of production. It was claimed, in 
some quarters, that a ratio of more than 1: tr must 
involve a presumption of inefficiency on the part of the 
contractor, 
An interesting statement appears in the Fourteenth 
Report for the 1942-43 Session of the Select Committee 


“The main conclusion, which in a broad way sums up 
all that can be said on this extremely complex matter, is 
that there has not yet been evolved a technique which 
solves satisfactorily the essential problem of how, in the 
absence of free competition, to settle the “right price” to 
be paid for a particular article. It is not easy to frame a 
definition of this expression which completely fits all 
aspects of every possible case. As a preface to. Your 
Committee’ s observations it is sufficient to say that they 
interpret a “right price” as one which in normal con- 
ditions would be composed of two elements: 

(i) Cost representing what cost ought to be with the 

maximum practicable efficiency; and 

(ii) Profit margin so adjusted from time to time as to be" 

adequate, and no more than adéquate, to ensure the 
necessary financial strength of the industry concerned 
and to provide an incentive, not only to achieve the 
highest standard of efficiency which is immediately 
practicable, but also to strive constantly for increasing 
efficiency.’ 

(Select Committee, Fourteenth Report, 1942-43 Session, 

page 15, paragraph 29.) 

It is not only in connexion with wartime contracts 
that the notion arises that profits should be at fair and 
reasonable rates measured in relation to capital em- 
ployed. In the Report dated December 31st, 1946, of 
the Committee appointed by the Ministry of Works 
to review the price structure of the cement industry, 
one of the conclusions of the Committee was that: 

/We find that the profits earned by the industry in the 
past have, not, by reference to capital employed, been 
excessive.’ 

Similarly, the following comment appears in the 
Interim Report published in May 1947, of the, Com- 
mittee of Investigation into the Cotton Textile Machi- 
nery Industry appointed by the Minister of Supply: 

... we are satisfied that for the two years which we 

chose for the detailed investigations the profits ‘earned 

were not abnormal or excessive in relation to the capital 
employed.’ 
Clearly these two Committees regarded the relating of 
profits to what they called ‘capital employed’'as an 
established means of testing the reasonableness of the 
profits. Indeed, in the Cement Costs Report the Com- 
mittee plainly implied that there were accepted bases 
tor the calculation of capital employed. 
. with a full appreciation of the fact that any basis 

Es can be adopted must be in some sense artificial, they 

(the Committee members) felt it right to call for a computa- 

tion of capital employed which should be correct within 

broad limits and compiled on a basis generally the same as 
that usually adopted by Government departments for the 
calculation of employed capital.’ (Cement Costs Report, 

1947, page 11, paragraph 59.) e, 

The computation of employed capital was See time 
to time discussed by the Committee of Public Accounts, 
and the published proceedings of that Committee give 
some indication of the official view, as the following 
relevant extracts show: 

Chairman: ` 

‘What is the Treasury view on this?’ (Mr Speed ‘of the 
Treasury.) ‘I take it you refer to the question of the relation 
of profit to capital employed. The last. words of ;para- 
graph 5 suggest that the Treasury regard that as the only 
means of assessing a profit. That is hardly true. We have 
always taken the view that the amount of capital employed 
is a useful check upon a profit rate ascertained possibly. 
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by other methods. We have never said that it was seriously 
practicable to fix a profit rate solely upon the amount of 
capital employed in production....’(Committee of 
SE Accounts, First and Second Reports, 1940, page 
187 

Chairman: 


‘On paragraph 46 (b), it is rather difficult to follow Sir 
Gilbert’s (the Auditor General’s) comment with regard to 
the advisory accountant. He says: “In calculating the 
relation of profits to capital employed, the advisory 
accountant has accepted book figures of capital and these 
may sometimes be lower than the value which would be 
used when profits on Government contracts are fixed.” 
Could you explain a little bit what the arrangement is?’ 

(Mr Shone of the Iron and Steel Control) ‘In general the 
advisory accountant has taken as the capital figures the fig- 
ures of written-down capital. The normal practice of the 
companies has been to write off more depreciation than 
the Inland Revenue rate would allow over a-long period. 
This has brought the capital figures down to a lower basis 
than that normally adopted for determining the rate of 
profit on a costed contract. In the latter case one takes the 
original cost of the asset less the rate of depreciation 
‘allowed for income-tax purposes.’ (Ibid., Minutes of 
Evidence, 1943, page 412.) 


Sir John Mellor: 
‘When you used the expression “capital’’, did you mean 
the book value of the assets or the share and loan capital 
of the company? How do you assess capital for this 
purpose?’ (Sir Archibald Rowlands of Ministry of Aircraft 
- Production.) ‘In the Excess Profits T'ax sense, broadly 
speaking.’ (Ibid,, Minutes of Evidence, 1943, page 440.) 


Sir Lindsay Scott (of Ministry of Aircraft Production) é 


‘The Committee will appreciate that we make no estimate . 


of the capital employed. It is not our job to do that. We 
‘simply take the figures ~as laid down in the Finance 
(No. 2) Act, 1939- which are worked out for excess 
profits tax purposes, and which, therefore, we can get 
from the firm’s books. We only want to get a rough idea 
of the turnover capital ratio and to find out whether there 
is a relatively high ratio of turnover to capital.’ (Ibid., 
Minutes of Evidence, 1944, page 330.) 


Sir Irving Albery: 


‘I want to ask the Treasury if they can explain this to me. 
I am a little puzzled. It has just been explained to us that 
the estimate or the percentage of profit is based on the 
Eesen profits tax standard?’ (Mr Blunt of the Treasury) 
es. 
” Sir Irving Albery: 

"On former occasions when we have been going into a 
similar kind of contract, the question has arisen in this 
Committee: How have you estimated the working capital 
percentage? The answer we have always got has been: 
“Oh, the excess profits štandard.” That, before this Com- 
mittee in the past, has been regarded as the final answer, 

. I think, that that is. the standard, and we have ceased 

asking any other questions. Now it rather appears, from 

what we have just heard, that the excess: profits tax 
standard is in fact no particularly- reliable guide.’ (Mr 
` Blunt) ‘I am rather glad in a way that that point. has come 
up, because we at the Treasury have been rather disturbed 
about this. We- get the Associations of Chambers of 
Commerce, the Federation of British Industries and 

„others coming along and girding at our principle of 
capital employed. They do not understand it and they do 
not like it. What they like is a figure of profit based on 
cost. We tell thern that this is the established principle, 
that we have run it during the war and we are going to 

- run it for the remainder of the war, and that is that. But, 

` nevertheless, when we look at it ourselves and see some 
of the curious results that arise in individual cases because 

+ of the peculiar capital structute of a particular firm — it 
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may be a very old- fashioned firm and it may have bought 
in the slump or it may have bought dear ~ we do feel that 
it is by no means an infallible rule at all. It is a rule of 
thumb thing which we think has given us good service 
during the war... .’ (Ibid., Minutes of Evidence, 1944, 
page 331.) f 
Mr Benson: 

‘Can Mr Blunt give us any indication as to how they 
calculate capital employed?’ (Mr Blunt) ‘I would much 
rather Mr Cotton gave it. I can only give the broadest of 
pictures.’ (Mr Cotton) ‘If you read the Finance (No. 2) 
Act of 1939 that gives you complete detail, I have not them 
at my fingers’ ends.’ (Sir Lindsay Scott) Tei is calculated 
on book values, broadly.’ 


Chairman: « 
‘It is the Inland Revenue value, is it not? (Mr Cotton) 
‘Yes.’ (Chairman) ‘It is very complicated.’ (Ibid., Minutes 
of Evidence, 1944, page 332.) 


Treasury Comment: 

‘A further consideration affecting both forms of contract 
(i.e. fixed price and maximum price contracts) is the rate-of 
the contractor’s turnover. While it is agreed that the 
capital employed is the primary criterion by reference to 
which to judge profit returns, it must be remembered 
that the contractor invariably thinks of profit as per- 
centage of his costs, not of his capital, and that the rate of 
turnover is to a large extent the measure both of the scope 
for the contractor’s resource and efficiency and of the: 
risk, in cases where there is risk, which he runs. It 
follows that the added margins which are allowed. for 
efficiency and risk are based on turnover and therefore 
tend to result in high profit margins where the ratio of 
turnover to capital is high with more marked effect on the 
fixed price contract than on the maximum price contract.’ 
(Ibid., Minutes of Evidence, 1944, page 454.) ` 


Report of Committee of Public Accounts: 

‘Your Committee recognize that, where the turnover is 
high in relation to the capital employed, a small reduction 

` in the actual cost as compared with the estimated cost on 
which the (fixed) price was based may result in an 
appreciable increase in the rate of profit realized. They 
consider it unsatisfactory, however, that, in spite of an 
experience spreading over a number of years, the con- 
tracts placed with the aircraft industry have resulted, . 
owing apparently to insufficient regard being.paid to the 
effect of expansion of production and increased turnover, 
in average rates of profit on capital so much in excess of. 
the rate which Government policy envisaged.’ (Ibid., 
First Report, 1945-46, page vi.) 

Asked if he could produce a schedule showing, for the 

twenty main aircraft construction firms, the capital 

employed in each on a comparable basis, Mr Cotton. of 

the Treasury replied: 

‘It is a question for the Chief Accountant. He says he 
could if he is allowed to give his own definition of 
“Capital Employed’’.’ (Sir Harold Scott) ‘I think that is the 
trouble we are in. We have no agreed definition.’ (Mr 
Blunt) ‘This is not an exact science.’ (Ibid., Minutes of 
Evidence, 1944, page 340. H 


Chairman: 
‘What sort of figure is the capital employed upon which 
these percentages have been calculated?’ (Mr McKenzte 
of Ministry of Supply) ‘I do not know the answer to that 
question off-hand.’ ({bid., Fourth Report and Minutes,_ 
1945-46, page 342.) 
In many cases figures prepared for excess ‘profits tax- 
purposes were used by Government cost investigators 
during the war for want of anything better as a rapid 
means of seeing how slowly or quickly capital was 
turned over in a particular business. As Sir Lindsay 
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Scott said to the Public Dees Committee (page 330 
y of 1944 Minutes): 

‘You appreciate that Ges working capital which is 
calculated for excess profits tax purposes is affected to a 
considerable degree by the dates at which taxation is 
‘respectively due and paid and by many things which are 
entirely extraneous to a scientific calculation of what the 
true capital employed is.’ 

A more recent example of the use of a comparison 
between profits and employed capital appears in the 
report of the working party for the jute industry, based 
on an investigation made on behalf of the working 
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party by a firm of chartered accountants. Table 32 on 
page 62 of the working party’s report shows for each 
of the five years ending 1938 the aggregate profit, 
capital employed and percentage of profit on capital 
for 38 producers -— spinners, weavers and spinner 
weavers. A note states that the capital employed figurés 
shown represent the ‘average of the capital at the 
beginning and end of the year as appearing in the 
balance sheets of the individual producers’, and on 
page 64 the report states that ‘in calculating the figures 
of capital employed, fixed assets have been included at 
book values’. The Report then points out that ‘because 
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JIYPOTHETICAL CASES 











COMPANY Y. 


PARTICULARS i Company X. Company Z. 
1. Nature of business .. Company manufactures | Company manufactures | Company manufactures 
articles which it delivers | articles which it sells to | articles which jit sells 


on manufacture to an 
associated retail com- 


pany 


independent retailers. 
Itmaintainssmallstocks 
of finished goods 


direct to the public in, 
its own retail shops 


Own factory built 1950 
and retail shops bought 
and modernized in 1950 


2. Premises _Rented factory Own factory built 1860 


Mainly acquired between 
1920 and 1930 


ët 3. Plant and machinery Rented Installed new in 1950 





4. Office furniture Bought 1930 ` Bought 1920-1930 Bought 1950 


CAPITAL EMPLOYED £ 
. At written-down tax values: A 
Factory and shop premises A" FC 


























































Plant and machinery Be we = 
Office furniture - ! er Jl 1,000 5,000 
2. Finished stocks oe Si rae | - 2,500 7,500 
3. Debtors o? SA ER 1,000 5,000 - 
4. Cash at bank 1,000 1,500 5,000 
5. Investments in government stocks excluded excluded excluded’ 
TOTAL CAPITAL EMPLOYED £3,000 £16,000 £85,000 
SALES FOR YEAR 
Quantity 300,000 300,000 300,000, 
Value £28,000° £32,000 £42,000 
COST OF SALES ut Ae £ £.: 
1, Factory cost: , Kë 
‘Rent of premises and plant 2,000 - — 
Depreciation š 100 1,100 3,100 . 
` Other costs 15,900 15,900 15,900 
TOE S 18,000 17,000 19,000 : 
2. Selling expenses 1,000 4,500 11,000 
3. Administrative expenses 7,000 7,000 7,000 
£26,000 £28,500 £37,006 
NET PROFIT BEFORE TAX £2,000 £3,500 £5,000 
PERCENTAGE OF PROFIT TO CAPITAL EMPLOYED 662% 6% 
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different producers have used varying rates of depre- 
ciation it has been thought desirable to recalculate the 
capital employed substituting written-down income- 
tax values for plant and machinery and in the case of 
buildings a notional depreciated figure arrived at by 
deducting 1 per cent per annum for each year since 
the building was constructed from an assumed original 
cost equivalent to twenty times the gross annual value. 
The working party, after recording the average 
annual percentage of profit to capital employed at book 
value as being 3-21 per cent, makes the comment, ‘it 
may be of interest to record that the average yield on 
gilt-edged stocks . . . as measured by the return on 
2% per cent Consols was approximately 3-1 per cent’. 
Finally reference may be made to the first two re- 
ports issued by the Monopolies Commission — the 
first on the supply of dental goods, dated December 
Ist, 1950, and the second on the supply of cast-iron 
rain-water goods dated March Lab, 1951. Appendix 
29 of the Dental Goods report is entitled ‘Definition of 
Accounting Terms’ and it contains the following 
paragraph. 
‘EMPLOYED CAPITAL 
‘Net assets, comprising fixed and current assets used in 
the business (but not goodwill), less current liabilities 
and provisions. The amount of employed capital has 
been computed by taking the average of the net assets at 
the beginning and end of the period concerned, at the 
values shown by the balance sheets, 
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‘If the reference is to capital employed in part only of a 
business, or is confined to. certain products, net assets 
have been allocated in a similar manner to that adopted 
by the manufacturer or, where the manufacturer had 
made no allocation, on such bases as seemed reasonable. 

‘(The computations of capital employed have been 
agreed with the manufacturers concerned, except where 
noted to the contrary.)’ 

In the course of the report it is mentioned that one 
manufacturer considered that goodwill should be 
treated as part of their capital and another that, because 
it received from‘an associated concern material already 
partly processed by a process requiring elaborate 
plant, the rate of profit expressed as a percentage of its 
own capital would be less than that quoted in the 
report. The Commission did not regard the latter 
point as having great weight. 

In the cast-iron rain-water goods report, the Mono- 
polies Commission expressed profits as a percentage of 
sales and the only reference to employed capital was 
the following taken from page 38: 

‘We understand from the Ministry of Supply that in 
their view the ratio of turnover to capital employed in 
this industry is not less than 2:1, though the British 
Ironfounders’ Association has represented to them that 
it should be taken as 1 : 3 : 1 (sic). We have not thought it 
necessary for our purposes to make an exact calculatiom 
ourselves but we have formed the view that the total- 
profit of the industry is not high in relation to the total 
capital employed.’ (Concluded.) 


WEEKLY NOTES 


Higher Loan Charges 


Trade and industry have not had long to wait for the 
first step towards tighter credit conditions recently 
announced as imminent by the London Clearing 
Banks, and dealt with in our notes last week. The banks 
are taking immediate steps to bring about a gradual 
change in the structure of loan rates on advances. It 
seems probable that the ultimate level aimed at will 
be around 44 to 5 per cent. That is to say there will 
be a gradual increase in the price of accommodation 
of about } per cent. This could not be called drastic - 
but it takes its place in the general movement to apply 
monetary sanctions slowly but inexorably to induce 
a measure of disinflation. 

The 
incentive to raise their rates apart altogether from the 
request of the Government to them to pursue a 
tougher policy on their terms for advances, Liquidity 
ratios are moving downward. They dropped between 
October and November from 39 per cent to 32°1 per 
cent on the average. The main single cause of this 
big change has been the large switch from liquid 
assets to investments following the reduction of the 
Government’s short-term debt and the issue of the 
£1,000 million series funding issue recently. It would 
. be unwise to say that the ratio (this being the pro- 
portion of cash, call-money and bills to total deposits) 
has been reduced to a level where the banks are bound 
to start reviewing the position of their long-term 
assets, which means looking again at their investment 
portfolios and the amount of their outstanding loans, 


banks themselves are not without some ` 


for ratios have often been lower than they are now. 
But all forces are conspiring to bring a general pres- 
sure to bear on banks and their customers to be 
increasingly sensitive about the price of financial 
accommodation. 


Increased Freight Rates 


It was expected that the recommendation of the: 
Transport Tribunal for an increase in freight rates 
for the railways would be accepted by the Minister 
of Transport. In the event, the increase is to be an 
average of ro per cent for railway freight rates, dock 
and canal dues as from December 31st. 

The anticipated deficit for 1952 in the operations 
of the Transport Commission is expected to be of the 
order of £40 million. Against this it may be able to 
set an increase in passenger fares for which it has 
applied and the proceeds of the new rise in freight 
rates which may yield £21 million a year. The hoped- 
for increase in passenger fares is expected to bring in 
an extra £23 million which with the freight increases 
granted last week should allow of the creation of a 
small reserve ~ something of the order of £3 million 
or perhaps a little more. 

This technique of belated upward adjustment of, 
rail charges leaves very much to be desired. From the 
point of view of the railways it is exceedingly cumber- 
some, inflexible and slow. From the public’s view- 
point it seems merely to postpone and in no way 
alleviate the inevitable upward movement of the cost 
of travel and the movement of goods — provided that 
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| Large Industriaiist 
with an | ma N 


IGG 
ENVELOPE- SEALING 
MACHINE 


Your mail gets away on wings when 
-you use an ICC machine. Write for 
-full details of these inexpensive hand 
and power-operated models — the 

. . finest obtainable — or let us arrange 
a demonstration in your office. 
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-one of the leading building | or professional basis, the advantages 
societies, provides a sound and | offered by the Society’s services 
profitable medium of investment | provide a ready answer, giving 
for everyone. assurance of security, a good interest 
To those responsible for sien yield and easy withdrawal facilities. 
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‘Don’t stop now, 
those letters are urgent! 


ana Pl dictate this on an Emidicta!’ 


With the “Emidicta” Dictation 
Machine you can dictate immediately—you are no 
longer dependent upon the availability of a Secretary 
or a Shorthand-Typist. And of course, as your Secre- 


tary need not spend hours taking down shorthand, you 
get correspondence back more promptly, and she gets 
more time to be an efficient Secretary. In fact the 
“ Emidicta” makes office life easier and more produc- 
tive all round. 


ke. 
The EMiDICTA is made by 
` E.M.L. (His Master's” Voice, 
Marconiphone, Columbia, etc.) 


ing and sound reproduction, 


Es 


Emidicta 
ELECTRONIC DICTATION. SYSTEM 


Send for Free Brochure giving full details of the unique advantages 
of the EMIDICTA ; or let us arrange an, office demonstration. 


EMI 

_(Emidicta Division, Dept. 22) 
363/367 OXFORD STREET, LONDON, W. 1 
Telephone: Mayfair 8597,. Grosvenor. 7127/8 
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COMPLETE AUDIT 
PROGRESS 


NEW SYSTEM DESIGNED FOR 
) ACCOUNTANTS 


EVERY CLIENT COVERED AT 
LITTLE COST F 





Nowadays, Accountants want facts always before their eyes’ 
They don't want to SEARCH for them, Indeed, the demand 
is for salient facts to OBTRUDE themselves upon the attention. 
A special system has been created especially for Accountants 
and their clients. It visually controls Audit Progress, Time 
Ledgers, Overdue Accounts, Hire-Purchase, Costing Records, 
Depreciation Records, Stores Ledgers, etc. 


Each record is visibly separate, the overlapping edge sum- 
marizing the story on the record. This edge tells you all you 
want to know at a glance. And if you wish to pin-point special 
items, coloured signals do just this ~ pointing out urgent 
returns, tax rebates, etc. 

There are standard .Shannoleaf records to meet all needs, 
Equally, records can be designed specially to your instructions. 
Whichever you have, you have a STREAMLINED system ~ 
the speediest for reference, the fastest for entry. One clerk can 
handle thousands of such records. Why? Because the binders 
are streamlined to slide instead of lift; the mechanism is so 
‘simple it permits a record to be taken out or put in at a second’s 
notice. And the whole system is designed to save space, time 
and clerical labour - whether the records number hundreds or 
tens of thousands. 


Just write ‘Shannoleaf’ for Accountants. on your letter- 
heading and full. details will be sent you by return, 


STANDARD. RECORDS INCLUDE 


PURCHASE ` HIRE-PURCHASE * SALES 

SALES & PURCHASE ` STORES & STOCK 

CONTROL ` PLANT A MACHINERY * CASE 
` ES CONTAINER ` PERSONNEL 


CCS) 


FIRST IN FILING 
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The Shannon Ltd, 13 Shannon Corner, New Malden, Surrey 
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wage demands and other costs are to be met always 
by higher charges. It is time that this basic underlying 
assumption was taken out and looked at again. 


Steel Supplies Outlook 
There was a sharp reminder at the beginning of this 
month that the steel industry is finding it exceedingly 
difficult to obtain sufficient raw materials to maintain 
production, and that forecasts of a decline to some- 
what below peak levels in 1952 are likely to be ful- 
filled. It has been reported that twenty-seven open- 
hearth furnaces have been closed temporarily owing 
. to a shortage of pig-iron. The immediate problem 
in South Wales, where the furnaces are situated, 
is to be overcome by the importation of pig-iron 
from the Continent. 


The Chancellor of the Exchequer recently stated 


that there would be a gap of some 1} million tons of 
finished steel next year -say two million tons of 
crude steel. The Minister of Supply’ has now said 
that he hopes this gap will be narrowed by about 
,;§00,000 tons by higher production and imports. 
\ Britain has been allocated 25,000 tons of finished steel 
2 in the United States under the steel-for-aluminium 
plan discussed in a note recently. In addition, it is 
to be allowed to bid for high-priced ingots — the 
‘latest amount reported two weeks ago was for a ton- 
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nage up to 93,000. Further, there is the better bar- 
gaining position which the British industry has in 
Germany now that the Americans have agreed to 
stand down as part of the steel-atuminium agreement. 


This is not yet translated into scrap however — it is 


merely a higher probability of getting a useful tonnage. 


German Debt Settlement 


Subject to a satisfactory settlement of Germany’s 
pre-war debts, Britain, along with France and the 
United States, has agreed to accept as payment for 
post-war economic assistance to Germany only a 
comparatively small proportion of the sums advanced. 
The concessions are in fact exceedingly generous. 

The United States is much the largest creditor. 
Out of a claim of $3,200 million, it has agreed to take 
only $1,200 million. France will settle for $12 million 
out of $16 million. This country will ask for only 
£150 million out of claims amounting to £201 million. 
In the case of the United States there will be an 
interest payment of 2} per cent, but not in the other 
two cases. 

An international debt conference is to be held in 
the new year following the successful outcome of this 
series of discussions between the Tripartite Com- 
mission on German Debts and the German delegation 
on External Debts. 


FINANCE AND COMMERCE 


Moves by the banks to maintain cash liquidity 
positions, further instructions on credit restrictions 


to the banks and the Capital Issues Committee, and 


“the failure of new issue operations, have combined to 
depress the gilt-edged market still further. Dullness 
continues in other sections where raw material and 
taxation uncertainties also make for anxiety. 


Express Success 


This week’s reprint gives the accounts of the London 
Express Newspaper Ltd for the year to June 3oth, 
1951. In the original, it forms part of a 30-odd page 
pictorial booklet which, in Lord Beaverbrook’s words 
at the opening, places on record the success of the 
newspaper and publications group he founded. The 
group includes the Daily Express, the Sunday Express, 
the Evening Standard, and the Glasgow Evening 
Citizen, also Lane Publications (which produces such 
books as the Rupert Annual), and Joseph Batchelor & 
Sons, producers of flong for the stereo matrices. 

It is a great undertaking with over 7,000 em- 
ployees, 151 8-page printing units, and 171 type- 
setting machines. It uses over 274,000 gallons of 

+ ink per annum, more than 1,100,000 semi-circular 
metal plates for the printing process, 46,000 pencils 
for the staff and 11} miles of ribbon (typewriter) for 
the typists. Last year’s telephone bill was £74,213. 

The main theme in this story of success is told in 
tables showing the growth of circulation and advertis- 
ing revenue over 33 years to 1951. In 1919 the Daily 


Express average net sale was 478,563 and advertise- 
ment revenue £155,742. For many years each paper 
sold was matched, or more, by £1 of advertising 
revenue. For 1951 under rationing, net sale, however, 
was 4,168,694 and advertising revenue £1,913,861. 


Where the Money Goes 


In the statistical material included in the Express 
success story, ‘Where the money comes from’ and 
“Where the money goes’ are two particularly’ interest- 
ing analyses. Two-thirds of gross income, it is shown, 
came from the hundreds of millions of pence paid by 
the public for their newspapers; more than twice as 
much as was paid by the advertisers. Distribution 
costs absorb substantial amounts, over £3 million 
going to newsagents and £855,000 in actual distribu- 
tion, including road and rail carriage. 

Looking at this coming and going of the money 
that keeps the wheels turning, one cannot help but 
wonder why the information thus given is not woven 
into the.regular accounts. The same could be said, 
of course, of the many other companies which provide 
similar information. Admittedly the provision of 
figures: of turnover and its application is of com- 
paratively recent origin — a sort of overweight tacked 
on to the standard accounts to show what good 
measure of information the directors are providing — 
but we look forward to seeing the turnover detail 
within the accounts and not as an extra. 
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THE LONDON EXPRESS NEWSPAPER LIMITED, AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the Year ended June 30th, 1951 
June 30th, 1950 R ` June 30th, 1950 . : . . ; 
£ £ E £ £ "E £ £ 
. Prodyetion, Distribution, Establish- ` n Sales ` of Newspapers and other 
bee Ag sata and General 5,323,987 Publications (net).. A is 6,005,044 
3 xpenses {including frectors’ x 
7,983,042 émoluments) a a 8,910,732 3,348,042 Advertising Revenue (net) va ws 3,594,542 
Depreciation of Buildings, Plant, 180,604 Miscellaneous Revenue oe DI 226,356 
101,512 Machinery, etc. 100,264 8,852,633 S 9,825,942 
` Amount set aside to Sinking Fund Policy - 
10,375 Reserve Ss _ 4,230 Dividends on Trade Investments .. ` 4,755 
+ 6,359 Interest on Te SEN Lë 544 236 Dividends on other Investments .. ; 315 
Taxation on Year’s Profits: 
161,950 Profits Tax oe a . 208,650 . 
i 279,184 Income Tax Se dé .. 317,074 
441,104 —-~ 525,724 
314,707 Balance carried down 293,748 
€8,857,099 £9,831,012 | £8,857,099 , £9,831,012 
£ £ £ £ £ £ Š i € 
Proportion of profits of Subsidiaries 314,707 Balance brought down 293,748 
attributable to Minority Share- e 
177 holders’ Interests therein 1,395 Balance brought forward from fast f 
Transfer to Reserve for SS Account 
930 cles . š 14,606 ; The Tondon Express Newspaper, 
Dividends paid ‘and Se by The 90,312 GC 134,465 
London Express Newspaper Led: ` Capitalized aad applied in 
Preference and Ordinary Divi- paylng up 195,840 ‘A’ Ordinary 
e dends for the year (less Income 48,960 Shares of 5s each D -» 48,960 
216,625 Tax} kä e D Sie 219,658 —— R 
41,352 . 85,505 
Palanen carried forward per Balance 25,898 Subsidiaries 29,760 
eet: vi H Ze si . 
The London „Express Newspaper 67,250 115,265 
134,465 Ltd 139,708 
29,760 Subsidiaries DÉI sä +. 33,646 
_ 164,225 —— —— 173,354 
£381,957 £409,013 | £381,957 £409,013 


Accounting Date 

‘For the purpose of clarification, all the above trans- 
actions have been incorporated in the balance sheet 
at August 4th, 1951, although the stockholders’ 
meetings were not held until after that date.’ This 
entry in the notes on the accounts of Tube Invest- 
ments Ltd was interesting for we remembered the 
battle that was fought in our correspondence columns 
on the strict observance of accounting date in the 
early days of ‘modern’ accounts. ‘Provision for 
proposed dividends’ is now a standard entry. 

What prompts this particular anticipation of a 
coming event is the vesting in the Iron & Steel 
Corporation on February 15th, 1951, of the capital 
of Stewarts & Lloyds Ltd. Between the two com- 
panies was a.liaison which was expressed in special 
rights attaching to the shares of the other which each 
company held. 

The arrangement came to an end with the nation- 
alization of Stewarts & Lloyds and the special rights 
were cancelled by a cash payment of £650,000 to 
that company from Tube Investments, the payment 
being arranged through a share-placing operation. 


J. A. P. Accounts 


The first accounts of J. A. Prestwich Industries Ltd 


have now been issued. It is a name famous in 
motoring history. Many of our middle-aged readers 
probably began their motoring on J.A.P.-engined 


motor cycles. Its engine production is now mainly 
for industrial purposes; the group also has a pencil- 
making offshoot. 

The ‘Industries’ company was incorporated on 
April 23rd, 1951, but bad no revenue,. income or 
expenditure until the subsidiaries were acquired on 
June 18th, 1951.-The accounts have been made up 
on that basis as at July 31st, 1951. Mr J. A. Prestwich, 
in his review, says the accounts have been presented 
covering only six weeks’ operations to enable the 
tying up of all loose ends in connexion with the 
company’s formation and so that the next accounts 
would cover a level twelve months. 

While the company’s accounts are for the short 
period, however, the figures presented give the result 
of the full year to July 31st, 1951, against the result 
of the previous full year. These two years’ figures 
are in red to distinguish them from the figures in 
black for the new company” s accounting period. 
The greater part of the year’s profit becomes pre- 
acquisition surplus in the consolidated balance sheet. 


Money Market d 


Tey bill applications totalled. £225,255,000 on 
December 7th, and bidding at £99 15s 2d the market 
received 73 per cent of requirements. The average 
rate was 198 3:26d per cent against 19s 6-54d per 
cent the previous week. This week’s offer is £170 
million. - 
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| - CORRESPONDENCE. 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Balance Sheets in the Future 
Sir, - Mr Angus MacBeath (The Accountant, Dec- 
ember 1st) does not go far enough. I’ think that 
balance sheets of today should, and balance sheets in 
the future will, be drawn up in this way — as set out 
in the attached sketch. 
This method of presentation has, inter alia, the 
following advantages: : 
It shows the effect on savings and investment 
exercised by the company; f 
It solves the problem of how to deal with replace- 
ment costs of fixed assets by distinguishing 
between the savings made for their replacement 
(which in some cases might only be simple 


depreciation), and the savings that are required 
for replacement at current prices; 

It describes what are called ‘reserves’ by their 
proper title of savings and thus dispenses with 
general reserve, contingencies reserve, balance 
of profit and loss account and so forth, which are 
merely the names given to ledger accounts; 

It describes what, if any, inventory gains have’ 
occurred. (There is considerable confusion of 
thought on inventory gains but space does not 
permit of a fuller analysis.) 

It shows the cumulative effect on the company of 
changes in prices; 

It demonstrates how the business is being financed. 


LIMITED 


(whose Authorized Capital is £2,000,000 Ordinary Shares of £1 each) 
” STATEMENT OF POSITION, December 31st, 1950 
(000’s omitted) 





December 3ist, 
1949 


Source 


1. Savings 
by the Shareholders 
,000,000 Shares sublerived in March 
1938 at £1 per share . 
500,000 Shares subscribed in “January 
1950 at £2 per share .. H DN 


by the Company 
required to replace Fixed Assets $ 
made for replacement of Fixed Assets 
made for General Purposes S 
as Refund of Excess Profits Tax S 
(Note. — The Directors consider that 
none of these savings Is at present 
available for distribution as dividend.) 


Total Savings x ` 
(Excess of Savings over Investment in 
the year £875,000.) 


11. Changes in Money Values of Assets 
since date of acquisition 

Cost of Assets employed financed by 

Savings .. eg on Sé 


Value of Assets employed frances by 
Savings.. See we ` vi 


Ill. Short-term Borrowing 
From Bankers .. 
Creditors for Trade Accounts etc. 
Shareholders for Dividends not 
yet paid.. DÉI a. 
as Taxation not yet paid ` ‘a 


Less Lending 
to Debtors for Trade Accounts etc. .. 
as British Government Securities .. 


Net Short-term Borrowing a 


December 31st, 
1950 










December 31st, December 3st, 
1949 1950 




















At Price At Disposal At 
lof Acqui-| 1949 1950 
sition | Prices Prices 
£ £ ia: £ 
IV, Investment 
1,320 2,27! in Fixed Assets .. 1,361 2,420 
2,210 2,3 n Stock and Work in pro- 
gress .. 2,539 2,616 
117 529 » Other Companies as 
Trade Investments .. 117 50i 
5,116 Total Investment 5,537 
— V. Bank penne and Cash 
n Hand ee 300 
£3,647 | £5,116 £5,837 
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The statement of position (I have dispensed with , 


` the title ‘balance sheet’) would be drawn up only to 

. the practicable limits of accuracy ~ in the example 
given, to the nearest {ooo. For clarity the columns 
headed ‘At 1950 (or 1949) prices’ are better printed 
in red. 
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It is, of course, SE to fit a E State, 
ment of position into the framework of the Companies 
Act, 1948. 
Yours faithfully, 
W. S. HAYES. 

. Dartford, Kent. 


THE INSTITUTE OF CHARTERED 
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At special and ordinary meetings of the Council, held 
on Wednesday, December 5th, 1951, at the Hall of 
the Institute, Moorgate Place, London, ECz, there 
were present: 

Mr C. W. Boyce, c.8.£., President, in the chair, Mr T. B. 
Robson, M.B.E., Vice-President, Messrs Graham Adam, 
M.C., H. Garton Ash, 0.B.E., M.C., Sir Harold Barton, Messrs 
"T. Hamilton Baynes, B. H. Binder, T. Fleming Birch, 
J. Blakey, W. G. Campbell, P. F. Carpenter, W. S. 

¿ Carrington, S. W. Cornwell, A. S. DH Dicker, M.B.E., G, R. 
Freeman, S. H. Gillett, m.c., P. F. Granger, D. V. House, 
H. Crewdson Howard, Sir Harold Howitt, G.B.£., D.S.0., 

M.C., Sir Russell Kettle, Messrs W. H. Lawson, C.B.E., 

W. R. MacGregor, J. S. Mackenzie, P. Morgan-Jones, 
S. J. Pears, C. U. Peat, M.C., P. M. Rees, M.C., L. W. 
Robson, G. F. Saunders, Gilbert D. Shepherd, M.B.E., 
‘K. G. Shuttleworth, B. Smallpeice, E. E. Spicer, E. D. 
Taylor, T. A. Lacy Thompson, D.S.O., M.C, G. L. C. 
Touche, E. G. Turner, M.C., A. D. Walker, mm. Walton, 
Sir Nicholas Waterhouse, K.B.E., Mr H. B. T. Wilde, with 
the Secretary and an Assistant Secretary. 


Reduction in Period of Service under Articles 


Three applications under bye-law 61 for a reduction in 
_ the period of service under articles were acceded to. 
Three applications under bye-law 63 (c) for a 
- reduction in the period of service under articles 
were acceded to and one application was not 
acceded to. 


Exemption from the Preliminary Examination 


One application under bye-law 63 (a) for exemption 
from the Preliminary examination was acceded to and 
one application was not acceded to. 


Exemption from the Intermediate Examination 


Two applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to 
and one application was not acceded to. 


General Purposes Sub-Committee 
(Non-practising Members) 


The Council approved a recommendation by the 
General Purposes Committee that there shall be 
constituted a sub-committee of the General Purposes 
~ Committee to be known as the General Purposes Sub- 
Committee (non-practising members), whose function 
shall be to advise on matters relating to the interests 
of non-practising members of the Institute. The 
Sub-Committee will consist of the four (later to be 
five) non-practising members of the Council, together 
with three members of the Council in practice, two of 
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whom shall be the Chairman and Vice-Chairman of l 

the General Purposes Committee. 
Change of Name ' 

It was resolved that the name of Mr Donald Solomon 

Woolf, opp, A.C.A., be changed in the Institute 

records to Donald Solomon Gorer. 


Appointment while Serving under Articles 


One application under bye-law 57 from an articled 
clerk for permission to accept an appointment while 
serving under articles was acceded to. 


Institut der Wirtschaftsprüfer 


The Council received the report of Mr E. Bartholomew, 

A.c.A., and Mr W. Rendell, M.A., A.C.A., on their visit 

as representatives of the Institute to the Conference 

held by the Institut der Wirtschaftspriifer in Diissel- , 
dorf on October 3rd to 5th, 1951r. A unanimous vote 

of thanks was passed to Mr Bartholomew and Mr 

Rendell for visiting Diisseldorf on E of the - 
Institute. 

Registration of Articles 


The Secretary reported that 194 articles of clerkship 
were registered during the month of November, making 
a total of xr :299 since January Ist, I95I, as compared 
with 13380 in the previous year. 


The late Sir Henry Thomas McAuliffe 


The Council received with very great regret the 
Secretary’s report of the death of Sir Henry Thomas 
McAuliffe, ¥.c.a., a member of the Council from 1926 
to 1938 and Chairman of the Parliamentary and Law 
Committee from 1932 to 1936. 


Resignations 


The Secretary reported the resignation of: 
Mr Harold Redvers Michael, F.c.a., London. 
» Harold Percy Moller, ¥.c.a., Felsted. 
» Hubert Branson Smith, A.C.A., Parkstone. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr Harry Alfred Lavender Bayley, a.c.a., Wellington, 
Shropshire. 
» David Ernest Garnett, A.c.a., Cagnes-sur-Mer. 
» Eric Wallace McCracken, a.c.a., London. 
», Erik Taylor, A.C.A., London. 
John Seeley Tropman, F.c.A., Birmingham. 
Cyril Watts, F.c.a., London. 


Hi 
Di 
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LIVERPOOL 
SOCIETY OF CHARTERED ACCOUNTANTS 


ANNUAL 


The Liverpool Society of Chartered Accountants held 
a dinner at The Adelphi Hotel, Liverpool, on Friday, 
December 7th, with Mr K. G. M. Harding, B.A., J.P., 
F.C.A., President of the Society, in the chair. Over 190 
members and guests attended and were received by 
Mr Harding, Mr C. W. Boyce, c.n.z., F.c.A., President 
of The Institute of Chartered Accountants in England 
and Wales, and Alderman Vere E. Cotton, C.B.&., T.D., 
Lord Mayor of Liverpool. 

Among the guests were Mr J. D.R. T. Tilney, J-P., 

M.P., Sir Leonard Holmes, LL.M., and: 
Messia John Ainsworth, M.B.E., F.S.A.A., F.LM.T.A. (Ciy 
Treasurer, Liverpool); T. Fleming Birch, F.c.a. (President, 
Leicestershire and Northamptonshire Society of Chartered 
Accountants); Harold Bolton, F.C.A. (President, Leeds, 
Bradford and District Society of Chartered Accountants); 
E. P. Broome, F.cC.A. (President, Nottingham Society of 
Chartered Accountants), Lieut.-Col. P. G. R. Burford, 
T.D., M.A. (Secretary, Incorporated Chamber of Commerce 
of Liverpool); Messrs H. Clow, F.c.1.s. (Chairman, Char- 
tered Institute of Secretaries, Liverpool and District Branch); 
S. W. Cornwell, F.c.a. (President, Bristol and West of England 
Society of Chartered Ee Derek du Pré (Editor, 
‘The Accountant’ dc? . K. Ferguson, A.C.A. (Official Receiver 
in Bankruptcy); W. B. Gowers, F.C.A. (President, Sheffield 
and District Society of Chartered Accountants). 

Messrs D. J. Hadley, F.cC.A. (President, Birmingham and 
District Society of Chartered Accountants), E. W. Hall, 
F.c.w.A. (President, Institute of Cost and Works Accountants, 
Liverpool Branch); S. W. Hanscombe M.B.E.,. A.S.A.A. 
(President, Incorporated Accountants’ District Society of 
Liverpool); J. A. Hinks, J.P., F.R.1.c.8. (Chairman, Royal 
Institution of Chartered Surveyors, Lancashire and Cheshire 
and Isle of Man Branch); J. W. T. Holland, M.A. (President, 
Incorporated Law Society of Liverpool); T. W. H. 
Humphreys, J.P. (President, Insurance Institute of Liver- 
pool); Professor F. E. Hyde, M.A., PH.D.(ECON.), F.R.HIST.S. 
(Dean of the Faculty of Arts, University of Liverpool); 
Messrs Arthur Jolly, J.P., F.c.a. (President, South-Eastern 
Society of Chartered Accountants); M. Wheatley Jones, 
B.COM., F.C.A. (President, Manchester Society of Chartered 
Accountants); T. E. A. Killip, F.a.c.c.a., F.C.I.S. (President, 
Association of Certified and Corporate ‘Accountants, ‘Liver- 
pool and District Society), A. S. MacIver, M.C. (Secretary 
of the Institute). 

Messrs W. Owen, J.P., F.A.I. (Chairman, Chartered 
Auctioneers’ and Estate Agents’ Institute, Liverpool and 
District and North Wales Branch); G. B. Robins, F.c.a. 
(President, Hull, East Yorkshire and Lincolnshire Society of 
Chartered Accountants); C. C. Taylor, F.c.a. (President, 
Liverpool Chartered ` Accountant Students’ Association): 
F. M. Wilmot (H.M. Principal Inspector of. Taxes). - 


Example of Public Spirit 
Proposing the toast of “The City and Trade of 
Liverpool’; Mr J. D. R. T. Tilney, J.P., M.P., said, 

‘There is no doubt that the. heaviness of taxation in this 
country is in danger of making us a nation of gamblers and 
of wanglers.’ (Hear, hear.) 

‘We can only meet taxation and Government expenditure 
if the wheels of trade move more easily and more quickly, 
therefore members of managements, accountants and all 
who make up the great trade of this city must help in the 
iob to speed up our trade and to guarantee the maximum 
amount of commerce.’ (Applause.) 


The Lord Mayor of Liverpool, Alderman Veré E. 
Cotton, C.B.E., T.D., in responding said that accountants 
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had done more than their share in the past in contri- 
buting to the success of trade and commerce of the 
city — their present chairman had set them a fine 
example of public spirit and public work (hear, hear) -- 
it meant sacrifice of time and money, but it was that 
type of public spirit which had been shown in Liver- 
pool for the last forty years which had made the city 
what it was today. a 

Sir Leonard Holmes, LL.M., proposing the toast of 
“The Institute of Chartered Accountants in England 
and Wales’, said it was appropriate that a member of 
the legal profession should propose this toast because 
‘your profession and ours have so much in common’, 
He continued: 

‘Our work is tied up in all sorts of responsibilities and we 
are very largely dependent upon one another ~ here I 
would particularly stress the close co-operation. which 
exists between your Institute and the Council of the Law 
Society. 

Mr C. W. Boyce, C.B.E., F.C.A., President of The 
Institute of Chartered Accountants in England and ` 
Wales, in the course of his reply referred to what he « 
termed the ‘vicious inflationary spiral and high tax- 
ation’ and the effects of these conditions on ‘what was 
known as the “middle classes” ’. He then turned to the 
work of chartered accountants in industry and said: 


Non-practising Members on the Council 
‘As you all know, the Council now has a number of non- 
practising chartered accountants among its members. At 
present there are four such members but ultimately the 
number will be raised to five. 

‘The Council has recently had under consideration’ a 
proposal that a committee should be formed to consider 
matters relating to the interests of non-practising members 
of the Institute, not only those engaged in industry and 
commerce but also those employed within the profession. 

“The Council has now approved the setting up of a sub- 
committee of the General Purposes Committee, whose 
functions shall be to advise on matters relating to the 
interest of non-practising members of the Institute! The 
sub-committee will consist at the outset of the four non- 
practising members of the Council and three members of 
the Council in practice. The number of non-practising 
members will subsequently be increased to five. 

‘The Council considers that the establishment of euch a 
sub-committee will enable the General Purposes Com- 
mittee to refer matters relating to non-practising members 
to it for detailed examination and advice, and on the other 
hand the non-practising members of the Council could raise 
through this sub-committee any matters which they con- 
sider should receive attention from the Council. 

‘The Council view the setting up of this sub-committee 
as an extension of its policy of maintaining closer contact 
with non-practising members.’ (Applause.) 

The toast of ‘Our Guests’ was proposed by Mr G. N: 
Fullagar, F.c.a., Vice-President of the Society, and 
Mr Derek du Pré, Editor of The Accountant, responded. 

Mr A. D. Walker, a member of the Council of the A 
Institute, then proposed a vote of thanks to the 
President. Mr Harding replied, expressing his appre- 
ciation of the work of the dinner committee and of the 
Hon. Secretary, Mr T. A. Macfarlane, B A., A.C.A. 


1 See the leading article and the repart of the meeting sr 
the Council, in this issue. 
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DINNER IN EXETER 


Exeter and District Branch of the Bristol and West of England: 
Society of Chartered Accountants 


The Exeter and District Branch of the Bristol and 
West of England Society of Chartered Accountants 
held its third annual dinner at The Imperial Hotel, 
Exeter, on’ Friday, December 7th. The company of 
some’ seventy members and guests was received by 
Mr R. S. Frost, F.c.A., Chairman of the Branch, and 
by Mr H. Garton Ash, 0.B.E., M.C., F.c.A., Immediate 
Past President of The Institute of Chartered Account- 
ants in England and Wales. , 

Among the guests were Mr G. C. Hayter-Hames, 
C.B.E.,"J.P., Vice-Chairman, Devon County Council; 
Alderman W. H. C. Bishop, Sheriff of Exeter; the 
Very Rev A. R. Wallace, Dean of Exeter; Mr C. E. 
Ainley, H.M. Principal’ Inspector of Taxes, Bristol 
Head Office; and : 


Messrs W. P. Bodman (President, Exeter and District Local 


Centre of the Institute of Bankers), K. E. C. Budge, F.5.a.a. 
(President, Incorporated Accountants’ District Society of 
Devon and Cornwall); D. P. ‘Clarke (Secretary, Insurance 
Institute of Exeter); S. A. Copp (President, Devon and 
Exeter Incorporated Law Society); C. Croxton-Smith, 
M.A., LL.B., A.C.A. (Hon. Secretary, Bristol and West of 
England Society); E. R. Gale, F.A.C.c.A. (Secretary, Plymouth 
and: District Centre, Association of Certified and Corporate 
Accountants); A. D. Lake (H.M. Inspector of Taxes); 
C. H. S. Loveday, A.C.A. (Assistant Secretary, Institute of 
Chartered Accountants in England and Wales); N. Mutton, 
J.P., F.A.I. (President, Western Counties Branch, Chartered 
‘Auctioneers and Estate Agents Institute). 

. Messrs F. Olford (H.M. Inspector of Taxes); P. D. 
Pascho, F.S.A.A. (Secretary, Incorporated Accountants’ District 
Society of Devon and Cornwall), S. G. Pope (Secretary, 
‘Devon and Exeter Incorporated Law Society); C. Radley 
(President, Insurance Institute of Exeter); E. S. Reynolds 
(H.M. Inspector of Taxes); P. V. Roberts, A.C.A., and 
H. A. Snell, r.c.. (Vice-Presidents of the Bristol and West 
of England Society); G. E. Tomlinson (Secretary, Western 
Counties Branch, Chartered Auctioneers and Estate Agents 
Institute); Arthur E. Webb (Assistant Editor, ‘The Account- 
ant’); B. E. F. Whitehead (Hon. Secretary, Exeter and 
District Local Centre, Institute of Bankers). 


Doctors of Industry 


` Mr P. V. Roberts, A.C.A., a Vice-President of the 
Bristol and West of England Society of Chartered 
Accountants, proposed the toast of “The City and 
County of the City of Exeter’, and in responding the 
Sheriff of Exeter, Alderman W. H. C. Bishop, said 
that chartered accountants were the ‘doctors of in- 
dustry’ and that their difficult times were to come. 

“You are the profession which holds the pulse of com- 
merce and which will guide commerce,’ he said. 

Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, Mr C. E. Ainley, 
H.M. Principal Inspector of Taxes, Bristol Head 
Office, said chartered accountants had an increasingly 
important part to play and spoke of the mutual respect 
between his profession and theirs. 

Responding, Mr H. Garton Ash, ong, M.C., F.C.A., 
‘Immediate Past President of the Institute, said: 

“The toast of the Institute is one to which during my 
year of office I was called upon to reply to some twenty or 
more times and it therefore becomes a little difficult to find 


something new to say on each occasion. May I say at once 
how much I appreciate the kindly terms in which Mr 
Ainley has submitted the toast to you. It is particularly 
pleasing to. hear these remarks from a Chief Inspector of 
Taxes. A spirit of mutual trust and confidence between 
the Inland Revenue and our profession is essential in the 
interests of our clients.’ 


The Institute’s Task 


Referring to the work of the Council of the Institute 
and its committees, Mr Garton Ash said: 


‘Looking back over recent months I find that the General 
Purposes Committee had 44 items on one agenda and never 
less than 20 items. The Investigation Committee is also a 
very active one; under the Supplemental. Charter the duty 
of advising members has been added to its functions. Here 
there were as many as 38 items at one meeting and never 


-less than 18. I should not like anyone to think that this 


indicates that many members are at fault — it is rather that 
the additional advisory duties laid on this committee are 
most helpful to members. 

` ‘Another committee that involves much work is the 
Parliamentary and Law. Here the number of items on an 
agenda has varied from 9 to 18. Although it does not have 
so many individual items as the other two committees I 
have mentioned, many of them involve the most detailed 
consideration of documents of great’ length and.importance. 
As examples I need only mention submissions of evidence 
to the Tucker Committees, and the Royal Commission on 
Taxation of Profits and Income, matters connected with 
the Companies Act, 1948, the Institute’s Recommenda- 
tions, and consideration of reports for submission to the 
Council with a view to publication. In this latter work the 
main Taxation and Research Committee, assisted by those 
of the district societies, plays an important role.’ 

Mr Garton Ash went on to refer to the Examination 
Committee and its problems, particularly in regard to 
the abolition of the School and Higher Certificates, 
which have now been replaced.by the General Certifi- 
cate of Education. This has entailed the formulation 
of new conditions for the purpose of exemption from 
the Preliminary examination. SEN 

Speaking of his recent visit to South and East 
Africa, Mr Garton Ash said it was encouraging to 
meet members of the Institute there, and to learn of 
the high regard in which they are held.: ' 

The toast of “The Exeter and District Branch of 
the Bristol and West of England Society of Chartered 
Accountants’ was proposed by Mr G. C. Hayter- > 
Hames, C.B.E., J-P., Vice-Chairman of the Devon 
County Council. Speaking as chairman of the County 
Council Finance Committee and as a banker by 
profession, he said that it seemed to him that there 
was a very great need for the help that accountants 
can give the community in these days. ee 

The toast was responded to by Mr R. S. Frost, 
F.c.A., Chairman of the Branch, who expressed the 


‘appreciation and indebtedness of his committee and 


fellow members to the honorary branch secretary, 
Mr John G. Simpkins, A.C.A., for the immense amount 
of work which he performed on their behalf. 

‘Our guests’ was proposed by Mr S. R. Perratt, 
F.C.A., a member of the committee of the branch and 
the responder was Mr Norman Mutton, J.P., F.A.I. 
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BIRMINGHAM CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY 


ANNUAL 


The annual dinner of the Birmingham Chartered 
Accountant Students’ Society was held at The Grand 
Hotel, Birmingham, on Friday, December 7th, 1951, 
with 336 members and guests present — the largest 
attendance in the seventy years’ history of the Society. 
Mr W. L. Barrows, J.P., F.c.A., President of the Society, 
presided. 

Among those present were the Rt. Hon. The Earl of 
Dudley, M.C., T.D., D.L., IP: Sir Harold G. Howitt, 
G.B.E., D.S.O., M.C., D.L., J.P., F.C.A., Past President, The 
Institute of Chartered Accountants in England and 
Wales; Sir Percy H. Mills, K.B.E., Past President, 
Birmingham Chamber of Commerce; Mr H. B. T. 
Wilde, F.c.a., Member of the Council of The Institute 
of Chartered Accountants; Mr Sydney Vernon, 
LL,.B.(LOND.), LL.M.(B’HAM.), Pro-Chancellor of Birm- 
ingham University; and 
Messrs L. H. Beare, B.COM., A.C.A; C. W. Blasdale (H.M. 
Principal Inspector of Taxes, Birmingham First District); 
S. F. Burman, M.B.E. (Past President, Birmingham Chamber 
of Commerce); D. N. Byrne, F.A.1. (Past Chairman, Birming- 
ham and West Midlands Branch, Chartered Auctioneers and 
Estate Agents Institute); T. J. Cottrell; Professor D. Cousins, 
B.COM., A.C.A. (Professor of Accountancy, Birmingham 
University); Messrs E..J. Dodd, c.8.E. (Chief Constable of 
the City of Birmingham); W. Raymond Doherty, T.D., 
A.C.A. (Chairman of the Committee of the Society); J. P. 
Eames, 0.B.E., F.I.M.T.A., F.S.A.A. (City Treasurer of Birming- 
ham); T. M. Elias (Clerk to the Birmingham Fustices);. 

Messrs H. James Gittoes, J.P., F.C.A. (Vice-President, 
Birmingham and District Society of Chartered Accountants); 
Eric Hemsoll, m.c. (Clerk to the Committee of the Society); 
Captain Sir H. Maurice Huntington-Whiteley, Bart., RN: 
Messrs T. E. Hurst (District Manager, Lloyds Bank Ltd); 
C. N. B. Jones; B. C. Kirk, Sea (Vice-President of the 
Society); A. A. Miller, wc, F.c.ag K. Milliken-Smith 
(President, Council of £ Associated Stock ‘Exchanges; Chairman, 
Birmingham Stock Exchange), A. Morley; E. J. Newman, 
M.A., F.C.A. (Hon. Secretary, Birmingham Chartered Ac- 
countants Joint Committee). 

Messrs W. H. Newton, M.A., F.C.A.; James C. Parsons, 
¥.c.a.;. H. G. Pearsall (Hon. Secretary, Birmingham and 
District Incorporated Accountants’ Students’ Society); M. P. 
Pugh, D.S.O., M.C. (Prosecuting Solicitor, Birmingham); 
W. Robinson (Hon. Secretary, Birmingham and District 
Students’ Society, Association of Certifid and Corporate 
Accountants); W. G. A. Russell, F.s.a.a. (Member of the 
Council, Society of Incorporated Accountants and Auditors); 
Dr Harold Thwaite, M.B., B.S.(LOND.), M.R.C.S., L.R.C.P. 
(President, Warwickshire County Cricket Club); Messrs 
Douglas W. Turner, J.P. (Director, Midland Bank Ltd); 
E. C.. Turner, T.D., M.COM., F.c.A. (Hon. Secretary, Birming- 
ham and District Society of Chartered Accountants). 


Superman of Finance 


Proposing the toast of “The Institute of Chartered 
Accountants’, the Rt. Hon. The Earl of Dudley, M.C., 
T.D., D.L., J.P., said that those, like himself, who had 
been long in business, realized to the full the immense 
importance of company secretaries, accountants and 
auditors in modern commerce. The ramifications and 
the importance of accountants in these days was so 
immense and diverse that the modern accountant 
could no longer be an ordinary human being; he must 
be ‘a sort of superman of finance’. 
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Sit Harold Howitt, G.B.E., D.S.O., M.C., D.L., J.P., 
F.C.A., in his response, began by thanking Lord Dudley 
for his delightful tribute to their profession. He spoke 
of his many pleasant memories of Birmingham in the 
days before the First World War when, as a young 
man in Nottingham, he often’ came to the city to play ` 
Rugby football. 

He considered that probably the biggest problem ~ 
facing the profession at the moment was the question 
of rising prices; he urged students, despite examination 
commitments which might sometimes seem to be all 
that mattered, to take an interest in the important 
issues of the day, such as rising prices and ‘what to do 
with the various levels of the pound’, and continued: 

“We have got to be very, very careful to keep abreast of 
the times and move with the times, and at the same time to ` 
be sure that we are living up to the great traditions of the 


past and the duty we are responsible for — namely, to show., 


things in the proper form and give a true and fair view. 


One is not mixing metaphors — "ro stick in the mud” is not À 


the same as "ro keep your feet firmly on the ground”. As 
a profession we have got to be very careful not to be swayed 
too much by these political and other issues, which — if we 
are not careful — will sweep away all that we stand for in 
the way of putting forward true and fair accounts.’ 


First Students’ Society, 347 B.C. 


The toast of “The Students’ Society’ was proposed 
by Mr Stephen F. Burman, M.B.E., Past President of 
Birmingham Chamber of Commerce, who recalled 
that the first students’ society was formed in 347 B.c. 
by Plato, ‘whose work should be a compulsory study 
for chartered accountants’. Under Plato’s system, the " 
course took a little longer than today: the young man 


l 


` 
{ 


was articled at the age of ro and passed his Final “ 


examinations at 5o! (Laughter.) 

Replying to the toast, Mr J. M. Rae, honorary 
secretary of the Society, referred to the tremendous 
amount of new case law and the spate of new legislation 
which had appeared in recent years, and which contri- 
buted to the interest-and the tribulation—of the 
student. Many students did interest themselves in wider 
issues of accountancy outside the examination svilabus. 

The toast of “The Guests’ was proposed by Mr H. B. 
Huntington-Whiteley, Hon, Assistant Secretary of the 
Society, with response by Mr M. P. Pugh, pso, M.C. 

Proposing a toast to “The President’, Mr G. N 
Salisbury, Hon. Treasurer of the Society, said that Mr 
Barrows had been actively associated with the running 


_ of the Society for well over twenty-five years, and ' 


members much appreciated his excellent work and his 
warm personal interest in their activities. 

Mr W. L. Barrows, J.P., F.C.A., in his reply, said that 
this was an important year in the history of the Society, 


for three main reasons ~ because the membership had: ~ 


reached the 1,000 mark; because of the formation of a 
Wolverhampton branch; and because, during the 
coming week, he was to be privileged to welcome to 
Birmingham delegates to the meeting of the Union of 
Chartered Accountant Students’ Societies. 

A programme of music was provided during the 
dinner by the Maurice Udloff ‘Artistrio’. 


December 15th, 1951 


Capital Issues Committee: New 
Economic Policy 


Mr Maune asked the Chancellor of the Exchequer 
what fresh instructions he has issued to the Capital 
Issues Committee. 

-Mr R. A. Butter: I have addressed a letter to 
Lord Kennet, Chairman of the Capital Issues Com- 
mittee, the text of which is given below. At the same 

ptime, as on previous occasions, the banks are being 
-asked to ensure that the credit policy of the banking 
system should operate in conformity with the same 
general principles as those set out in my letter to the 
Chairman of the Capital Issues Committee. I am 
confident that, in their operations, the banks will 
have full regard as heretofore to the Government’s 
economic policy. I regard it as most important that 
the banks and accepting houses should continue to 
intensify their efforts to restrict credit to essential 
purposes and, in particular, to ensure the highest 
\ priority for our defence programme and for our 
~exports. I am also asking that banking facilities should 
not be given for the speculative buying or holding of 
securities, real property or stocks of commodities; 
that finance for hire-purchase should be limited; 
and that notwithstanding the statutory exemptions 
of borrowings made in the ordinary course of 
“business, bank advances should not in general be 
made for capital expenditure. 


« Text of the letter to the Chairman of the Capital Issues 
Committee 
December 4th, 1951. 
DEAR KENNET, 
I have been considering how far the principles on which 
; the Capital Issues Committee operate may need fresh 
- emphasis in the light of the new economic policy which is 
being developed by the Government. 


It is clear that the Committee must scrutinize all applica- - 


tions by reference primarily to the contribution which they 
can make to the surmounting of our present difficulties. 
I would ask the Committee to accept this test as their 
basic criterion, and to apply it in a vigorously critical 
spirit. Clear priority should be given to projects which are 
essentially and positively related to the rearmament pro- 
gramme, to the stimulation of exports to desirable markets, 
to the saving of imports, particularly from dollar sources, 
and to the relief of basic deficiencies, especially of raw 
materials. Other projects which, in the Committee’s view, 
can contribute definitely to the general health of the 
economy by the technical development of industrial pro- 
ductions, and the more efficient and economical use of 
resources, should also receive favourable consideration. 

~ But for the rest, the Committee should submit all applica- 
tions to a very strict and searching scrutiny, with a view to 
eliminating any project which is not likely to produce 
positive results commensurate with the demands which it 
will make on the limited available resources. In particular, 

<they should discourage all applications in respect of pro- 
jects for the production of inessential goods, especially 
where these are intended mainly for the home market and 
consist largely of metal using projects. 

I must ask also that the same strict tests should be 
applied in the case of applications relating to those borrow- 
ings from banks, which in accordance with existing prac- 
tice under the Control of Borrowing Order, are referred to 
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the Committee. In particular, the Committee will wish, in 
appropriate cases, to consider what stipulations they should 
make about the period of such borrowing and ultimate 
arrangements for repayment or for the provision of per- 
manent finance, in conformity with the general credit 
policy which I have announced to Parliament.'Moreover, 
where applications are made for consent to long-term 
borrowings to refund bank advances already taken up, the 
fact that the money has already been borrowed should not 
weigh with the Committee, who should concern them- 
selves mainly with the eligibility of the purposes which have 
been financed by the advances or will in due course be made 
possible through the refunding operation. 

It is important that the Committee should be able to 
reply on clear and realistic advice from departments. I 
am therefore taking steps to ensure that the departments 
concerned will consider in a critical spirit all applications 
which are referred to them, and will have full regard to the 
same criteria as those which the Committee themselves are 
asked to observe. e : 

I hope that you will tell your Committee that I am very 
conscious of the valuable work which they do. They have 
an essential function to fulfil. I am greatly reassured to 
know that so competent and informed a judgment as yours 
will be brought to bear on the question of the direction of . 
capital finance, which is an integral part in the new attempt 
by the present Government to grapple with the very 
serious economic problems which confront our country. 

S Yours sincerely, 

: (Sgd.) R. A. BUTLER. 
The Rt. Hon. Lorp KENNET, 
P.C., G.B.E., D.S.0., D.S.C. : 


Hansard, Dec. 7th, 1951. Written Answers, Col. 328. 


Pound Sterling: Purchasing Power 
Mr Ossorne asked the Chancellor of the Exchequer 
what is the internal purchasing power of the pound 
sterling to the nearest convenient date, as compared 
with 20s in July 1945. 2 
Mr R. A. Butter: About 14s 3d in October 1951, 
as compared with an average of 20s in 1945. 


Hansard, Dec. 4th, 1951. Written Answers, Col. 209. 


National Savings Certificates, 1945: Value 


Mr Oszorne asked the Chancellor of the Exchequer 
how much interest has accrued to the nearest con- 
venient date on a national savings certificate pur- 
chased for 15s in July 1945; and how much is both 
capital and interest worth allowing for the subse- 
quent fall in the purchasing power of the £. 

Mr R. A. BUTLER: 3s 2d and 13s od respectively. 

Hansard, Dec. 4th, 1951. Written Answers, Col. 209. 


Income Tax: Allowances 


Mr Douc tas Houcuton asked the Chancellor of the 
Exchequer whether, in his search for effective checks 
upon inflationary expenditure, he will take steps to 
disallow all expenditure on entertainment as a charge 
against taxable profits; to disallow depreciation and 
maintenance charges on private motor-cars' as a 
deduction from taxable profits except those bearing 
the name and business of the owner in a prominent 
place; and to remove the abuses of claims under 
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Section 34 of the Income Tax Act, 1918, especially 
tax relief on farming losses. 

Mr R. A. BUTLER: As at present advised, I cannot 
agree that-a case is made out for the sweeping pro- 
posals in the question. In any event, I could not 
anticipate my Budget statement. 

Mr Parrick Mag: Would my right hon. 
friend investigate cases where inspectors of farmers’ 
books have not been found to be suitably equipped 
for the task, and would he investigate a particular 
case where one of them was a bookie’s clerk and 
another was an accountant who had failed to pass his 
exams.? 

Mr Butter; If my hon. friend makes statements of 
that sort I would be very grateful if he would send 
me particulars so that I may examine them, 


, Hansard, Dec. 4th, 1951. Oral Answers, Col. 2234. 


Double Taxation Agreement; India 
and Pakistan 


Mr REMNANT asked the Financial Secretary to the 
Treasury what progress has been made towards a 
reciprocal tax agreement with India and Pakistan. 
Mr BoyD-CARPENTER: Discussions with repre- 
sentatives of India during the summer failed to 
producė agreement on certain outstanding points. 
It is our desire in the United Kingdom to conclude a 
double taxation de ere and the first opportunity 
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will be taken that offers scope for a resumption of the 
discussions. So far as Pakistan is concerned’ there 
have, as yet, been no negotiations. 


Hansard, Dec. 4th, 1951; Written Answers, Col. 216. 


Private Members’ Bills ` 
COMPANIES BILL 


‘to amend the Companies Act, 1948, so as to permit 
the issue of stock and shares of no par value and to 


„permit ‘the conversion of authorized stock and shares 


into shares of no-par value,’ presented by Sir John 
Barlow; supported by Mr John Arbuthnot, Mr Erroll, 
Mr Odey, Mr Maudling and Sir Patrick Spens;- 
read the first time; to be read a second time upon 
Friday, February 29th, and to be printed. [Bill 29.] 


DIRECTORS, ETC., BURDEN OF PRoor BILL 
‘to modify certain enactments relating to the burden 
of proof in criminal proceedings against directors 
and certain officers of bodies corporate’, presented by 
Mr Erroll; supported by Mr Geoffrey Hutchinson, 
Mr Renton, Mr Walker-Smith, Mr Ronald Bell; 
Mr Maudling, Sir John Barlow, Lord John Hope: 
Mr Spence, Dr Reginald Bennett and Sir William 
Darling; read the first time; to be read a second time 
upon Friday, Februaty-zgth, and to be ia 
[Bill 36.] 
` Hansard, Dec. 5th, 1951. Cols. 2402 and 2404. 
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Messrs Percy Mason & Co, Chartered Account- 
ants, announce that as from December 2oth, 1951, 
their offices will be at 32 Queen Anne Street, 
Cavendish Square, London, W1.Telephone: Langham 
7616 (three lines). 


Official Receiver Appointed 


The Board of Trade have appointed Mr Douglas 
Atkinson, to be Official Receiver for the Bankruptcy 
District of the County Courts of Carlisle, Working- 
ton, Cockermouth, Whitehaven, Millom, Barrow-in- 
Furness, Ulverston and Kendal. This appointment 
takes effect from November 25th, 1951. b 


Obituary 
SAMUEL SUTCLIFFE, F.C.A. 


It is with regret that we record the death, on 
December 6th, in his eighty-first year, of Mr Samuel 
Sutcliffe, Senr., F.C.A., senior partner in the firm of 
Sutcliffe & Riley, Chartered Accountants, of F ountain 
Chambers, Fountain Street, Halifax. 

Mr Sutcliffe served under articles with Mr John 
Freeman Dyson of Huddersfield, and was admitted 
an Associate of the Institute in 1902 and elected a 


Fellow in 1923. In the same year he began to practise 
in Black Swan Passage, and later in Harrison Road, 
Halifax. 

Early in his career he was one of the auditors of : 
the Halifax Equitable Building Society and remained 
an auditor of the Halifax Building Society-up to the 
time of his death. He was a prominent Freemason 
and during his long period of practice was associated 
with many charitable and local institutions. 


- London and District Society of Chartered 
Accountants _ 


A lecture on ‘A prospectus: the lawyer’s approach’ 
will be given by Sir Sam Brown on Wednesday next, 
December "ob, at 6 p.m., in the Hall of the 
Chartered Insurance Institute, Aldermanbury, EC2. 


` Overseas Economic Surveys 
Surveys of economic and commercial conditions in 


“Nicaragua and El Salvador are the latest volumes in” 


the series of Overseas Economic Surveys being issued 
by the Commercial Relations and Export Department- 
of the Board of Trade. The surveys priced 1s 3d and 
1s 6d net respectively are published by His MATS s 
Stationery Office. 


December 15th, 1951 


The Institute of Cost and Works Accountants 
LONDON REGIONAL CONFERENCE 


The second London Regional Conference to be 
arranged by the South of England branches of the- 


Institute of Cost and Works Accountants was 
attended be. nearly 200 members and students at The 
Waldorf Hotel, London, last Saturday, December 8th. 

During the day three papers dealing with “The 
sroblems of the expanding business’, were presented. 
Jne on the personnel problem by Mr A. F. Stewart, 
nanager, Personnel Division, British Institute of 
Management; a second on the production problem, 
oy Mr F. G. S. English, M.1.PROD.E., general manager, 
Powers-Samas Accounting Machines Ltd (Produc- 
tion Division); and a third paper by Mr W. Coutts 
Donald, C.A., F.C.W.A., dealt with the financial and 
accounting problem. 

The guests at the luncheon included the Right Hon. 
Lord Piercey, c.p.z., Mr J. B. Kinross, general 
manager, Industrial and Commercial Finance Cor- 
poration Ltd, Mr A.. W. Muse, -F.C.W.A., F.A.C.C.A,, 
President of ‘the Institute, and Mr W. T. Baxter, 
B.COM., C.A., Professor of Accounting, University of 
London. 

Proposing the toast of the Institute, Mr Kinross 
spoke of the problems of the expanding business in 
terms of finance, and commented on the- means of 
raising new money for expansion now that the best 
orinciple of all. for finding this money — ploughing 
yack profits — was restricted by penal taxation. 

Mr A. W. Muse, replying ‘to the toast, referred to 


che part played by the accountant’as a member of the 


management team and mentioned the Institute’s 
sroposed Fellowship in Management Accountancy. 


The Institute of Taxation 
‘TWENTY-FIRST ANNIVERSARY DINNER 


The Institute of Taxation held its twenty-first anni- 
versary dinner at The Savoy Hotel, London, on 
Tuesday, December 4th, 1951; Mr Stanley A. 
Spofforth, F.c.a., F.S.A.A., A.C.I.S., President of the 
(Institute, presiding over a company of more than two 
aundred members and their guests. 

‘Among the guests were the Rt. Hon. Lord Justice 
Jenkins; Mr C. W. Boyce, C.B.E., F.C.A., President, The 
Institute of Chartered Accountants i in England and Wales, 
ind Mrs Boyce; Mr C. P. Barrowcliff, v.s.a.a., President of 
she Society of Incorporated Accountants and Auditors, and 
Mrs Barrowcliff; The Rt. Hon. Lord Latham, J.P., President 
of the Association of Certified and Corporate Accountants; 
Sir Eric St John Bamford, K.C.B., K.B.E., C.M.G., Chairman 
of the Board of Inland Revenue, and Lady Bamford; Mr 
I. Millard Tucker, K.C., and Mrs Millard Tucker. 


The toast of “The Institute of Taxation’ was proposed 
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by the Rt. Hon. Lord Justice Jenkins, who said in the 
course of his speech: 

‘When, many years ago, I filled in my first income-tax 
form, I inserted in the spaces allowed for that purpose the 
words “nil, nil, nil”. (Laughter.) ‘I hoped for the best. . . . 

“You will be anxious to learn. what advantages I derived 
for my own personal tax affairs from the arrival of this 
Institute — the answer is “none”. You see, I am a bachelor, 
I have no wife, child or pedigree herd of Jersey calves, and 
therefore, I still mark the columns ‘ ‘nil, nil, nil”.’ (Renewed 
laughter. j 

In his reply to the toast, t, Mr. Spofforth quoted from 
the address? by Mr E. G. Turner, M.C., E.C.A., entitled 
‘The effect of taxation upon industry and the indi- 
vidual’, delivered at the recent autumnal meeting of 
The Institute of Chartered Accountants in England 
and Wales; he continued: 

“Tax evasion by means of omitted sales, cash transactions 
and so on, may be worse on the Continent, but is still very 
substantial in this country. The harmful effect is not so 
much the money that is lost as the sense of injustice which 
is created in the minds of those people who have tax 
deducted from their incomes at source, and have no similar 
means of evasion open to them, and I am not referring to 
legal avoidance, where all the cards are put on the table. ` 

“I accept implicitly what Mr Turner says, that our first 
duty is to our clients, but I do put out this thought: Is not 
there the possibility as a corollary, of Mr Butler’s appeal 
to industry and business of some “get-together” between 
the professional bodies concerned with taxation and the 
Board of Inland Revenue, to close some of the outlets 
through which the illegal evasion moneys flow?’ (Applause.) 
` The toast of “The Inland Revenue’ was proposed by 
Mr F. Heyworth Talbot, K.c., and Sir Eric St John 
Bamford, K.C.B., K.B.E., C.M.G., Chairman of the Board 
of Inland Revenue, replied. 

The toast of “The Guests’ was proposed by Mr 
Victor Walton, F.c.A., a member of the Council of the 
Institute of Taxation, and responded to by Mr.C, W. 
Boyce, C.B-E., F.C.A., President of The Institute of 
Chartered Accountants in England and Wales, . and 
by Mr J. Millard Tucker, x.c. 


-Accountants Seeking Appointments 


According to a recent issue of The Ministry of Labour 
Gazette, there were 1,148 accountant registrants on 
the books of appointments offices of the Ministry of 
Labour and National Service at. September 17th last. 
Of this number 178 were unemployed, and 970 
employed but wishing to change their positions; at 
the same time there were 287 vacancies. The co- 
existence on the register of vacancies and available 
applicants is explained by the inability of many to 
take posts away from their homes, and the difference 
between the qualifications and experience sought by 
employers and the qualifications and experience 
possessed by applicants. 


1 Reproduced, with part of the following discussion, i in The 
Accountant dated November 24th, 1951. 





Telephone: Victoria 2002 (3 lines) 
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Industrial Assurance 


The latest statistical summary! on industrial assur- 
ance to be compiled by the Industrial Assurance 
Commissioner, covers the period 1940-50 and tabu- 
lates the number of industrial assurance companies 
and collecting societies, with their business, income, 
expenditure, and total funds in each of the years 
during the period. A further section gives detailed 
figures of assurances taken up and discontinued 
during the years 1949 and 1950. 

In 1950 there were fourteen industrial assurance 
companies with 75,371,000 paying and 15,096,000 
free assurances, drawing an income from premiums 
and interest of over {£130 million and with an 
expenditure of just over £99 million. Thus the total 
a of the companies again increased. and amounted 


o £703 million at the end of the year, as against 


£488. <¢8,000 at the end of 1940. 


British Life Assurance 


A summary of British life assurance statistics for 1950 
has been compiled by the Life Offices’ Association 
and the Associated Scottish Life Offices from returns 
made by sixty-four companies established within the 
United Kingdom, and from the United Kingdom 
business of eleven oversea companies. 

The summary shows that. more than 7,100,000 


people are covered under collective and group life. 


policies, while 1,200,000 people participate in schemes 
with pension benefits. 

New life business in 1950 totalled £593 million, 
an increase of 11 per cent over the corresponding 
figure in 1949. The life and annuity funds, repre- 
senting mainly liabilities under policies,” increased by 
£104 million, and totalled £1,779 million at the end 
of 1950. 


Recent Publications 


HosprraL ACCOUNTANCY AND Financg, by Geoffrey A. 

© Robinson, A.C.A. xvi+-408 pp. 9X54. 40s net. Sir Isaac 
Pitman & Sons Ltd, London. 

ABSTRACT oF Accounts for the Year ended March 31st, 
1951, of the Metropolitan Borough of Hackney. 47 pp. 
10x8. Town Hall, Mare Street, London, E. 

ABSTRACT OF ACCOUNTS for the Year ended March 31st, 
1951, of the County Council of Northumberland. 
200 pp. 94X44. County Hall, Newcastle upon Tyne. 

Facts FROM Figures, by M, j. Moroney. viii+472 pp. 
4x'44. 5s net. Penguin Books, Harmondsworth, Middle- 

SOX. 

J's TECHNIQUE AND PRINCIPLES OF AUDITING, by Andrew 
Binnie, F.c.a., GA, and Brian Manning, D.L., J.P., F.C.A. 
Second Edition by Brian Manning, D.L., J.P., F.C.A. 
xvii+381 pp. 10 X 64. 35s net. Sir Isaac Pitman & Sons 
Ltd, London. 





1 Industrial Assurance: 


H.M.S.O. 6d net. 


Statistical Summary, 1940-50. 


THE ACCOUNTANT 


D 


December 15th, 1951 


Ranpom REMINISCENCES, by Sir Arthur Cutforth, c.3.£., 
F.C.A. 55 pp. 84X 54. 5s net. gr 6d post free. Gee & Co 
(Publishers) Ltd, London. 

THE ELEMENTS OF Income Tax Law, by C. N. Beattie, 
LL.B:, Barrister-at-Law. evt 190 pp. 8} x 5%. 30s net. 
„Stevens & Sons Ltd, London. 


„EXAMINATION NOTE BooK FOR ACCOUNTANCY EXAMINEES, 


by the ‘B.C.A.’ Tutors. xiii+198 pp. 84x54. ras net. 
Textbooks Ltd, London. 

CANADIAN Tax Papers No. 3, THe GENERAL MANUFAC- 
TURERS SALES TAx IN CANADA, by John F. Due, PH.D., 
Professor of Economics, University of Illinois. xi-++-202 
pp. 9x6. $2. Canadian Tax Foundation, Toronto. ` 

CANADIAN Tax Papers No. 4, THe Proposep OLD AGE 
Pension, by D. C. MacGregor, Associate Professor in 
the Department of Political Economy, University of 
Toronto. 32 pp. 6 X9. 50 cents. Canadian Tax Founda- 
tion, Toronto. - 

CENTRAL AND LOCAL GOVERNMENT, by D. N. Chester. 
ix+421 pp. 9x54. 30s net. Macmillan & Co Ltd, 
London. ` 

COMMERCIAL GOODWILL, by A. Keith Sangster, LL.B., A.F.I.A., 
A.C.I.S. A research lecture sponsored by the Federal 
Institute of Accountancy, Adelaide, 

Tue MunicrpaL Orrick M&CHANIZED, First Edition, by 
J. H. Burton, ¥.1.M.1.A., F.S.A.A., F.C.C.S., F:R.ECON.S. 
127 pp. 84X54. 12s 6d net, 12s 11d post free. Gee & Co 
(Publishers) Ltd, London. 

AssTRACT OF ACCOUNTS OF THE Crry CoUNCIL op MAN- 
CHESTER FOR THE ‘TWELVE YEARS ENDING MARCH 3IST, 
1951, TOGETHER WITH FINANCIAL STATEMENTS. 67 pp. 
93x 6. City Treasurer’s Office, Manchester. 


"ABSTRACT OF ACCOUNTS OF THE CITY OF MANCHESTER FOR 


THE YEAR ENDING MARCH 31ST, 1951. xxvi+727-+xxvii 
pp. 94X6. City Treasurer’s Office, Manchester. `. 

WHAT IS THE Law? No. 2. ADVANTAGES OF TRADING AS A 
Limirep Company, by Thos. A. Herbert, LL.B. (HONS.), 
of the Middle Temple, Barrister-at-Law. 24 pp. 7X5. 
1s 6d net. Anglo-French Press Agency Ltd, London. 


SEVENTY-FIVE YEARS AGO 
From The Accountant or DECEMBER 16TH, 1876 
Concluding paragraph of a letter to the Editor, entitled: 
Touting. 

The only way to do away with touting, in my opinion, 
is to induce creditors, even when they have given 
proxies, to attend meetings in person. By so doing they 
supersede their proxies, and are competent to judge for 
themselves; but until creditors will take this trouble: 
I am afraid that the outcry against touting, which is 
frequently but too well justified, will continue. I 
would, however, suggest to the various Societies of 
Accountants, that the Law Society should, so far as 
solicitors are concerned, define what is fair and what 
is unfair canvassing, in order that members of the 
legal profession may be brought to book when they 
offend; and that the various Societies of Accountants, 
following such a good example, should adopt a 
similar course. It must not be forgotten that a fair 
amount of push is justifiable in every business, but 
the line should be drawn somewhere. 
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CHRISTMAS AND INCOME TAX 


T is a curious fact that although so much of the activity of the 
[incomes year is concentrated round Christmas, an overt 

reference to this great festival is nowhere to be found in tax 
laws and rules. The tax office programme is nicely arranged so 
that we receive our notice of assessment when we are busily 
engaged with our Christmas shopping. And what a forbidding- 
looking document it is, heavily edged with funereal black 
and couched in no cordial strain. Hardly are the Christmas 
festivities over before the day of reckoning, or rather payment, 
has arrived. And woe betide the incautious tenant who hastens 
to pay the Christmas quarter’s rent to his landlord before 
Christmas Day, without taking care to pay his Schedule A 
tax first. For he will find on January rst that he has to pay his 
landlord’s tax without hope of recovering it until the next 
quarter. 

There is indeed one small instance where the Inland Revenue 
relaxes and recognizes the existence of Christmas, but even then 
it is only by way of concession. We refer to the practice of not 
taxing the gifts in kind which subordinate employees receive at 
Christmas from their masters. This immunity has even been 
extended to gifts of savings certificates and the like where the war 
has made the usual gifts in kind no longer practicable. 

It is pleasant to think of a modern Bob Cratchit hurrying home 
with his turkey — or somewhat less exciting savings certificates — 


_ without any disturbing thoughts about the effect which the gift is 


going to have on his P.A.Y.E. code number. Nevertheless, we feel 
that if this were all it would hardly be enough. We like to think 
rather that in a much wider and more general sense the whole 
conception of income-tax carries within itself some measure of the 
spirit of Christmas; that somewhere amid the weltér of Royal 
Commissions, Committees of Ways and Means, Finance Acts, 
and all the complicated machinery for relieving the more fortunate 
of some part of their wealth and redistributing it in social services, 


-there is surely present that outlook of benevolence and charity 


whose very symbol is Christmas. Scrooge’s nephew said it was 
‘the only time I know of, in the long calendar of the year, when 
men and women seem by one consent to open their shut-up hearts 
freely, and to think of people below them as if they really were 
fellow-passengers to the grave, and not another race of creatures 
bound on other journeys’. 
Perhaps then it is not so inappropriate after all that we are 
called upon to pay our tax at Christmas time. 
The spirit, at least, of magnanimity and goodwill is ever exempt; 
in full measure therefore we wish our readers a right merry 
Christmas and a new year of good hope, peace and prosperity. 
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RECOLLECTED IN TRANQUILLITY | 


OWEVER articulate accountants may be 
H: writing about the various aspects of 
their profession, they have always shown 
a marked reluctance to embark on the wider sea 
of general literature. Several explanations may 
be proffered for this reticence. One is that the 
‘accountant’s work is so continuous and exacting 
that his creative talent has dried up through 
disuse. Another is that the accountant must be 
the soul of discretion and tact in all that he does 
and, inevitably, several important clients would 
be sure to recognize themselves as the villain of 
his play or novel. A third is that so casually do 
accountants regard the arts that they would rather 
strive in their spare time to reduce their golf 
‘handicap than to add to the sum total of the 
world’s literary masterpieces. 
But whatever the real explanation is — for the 
above three should not be taken too seriously — 
this lack of productivity is to be regretted. 
‘Accountants in the course of their work see quite 
as generous and varied a cross-section of life 
from which to derive inspiration as many of the 
doctors, lawyers and teachers who have set down 
successfully, in some creative form or another, 
the experiences of their daily routine. Indeed, 
every office is a microcosm of human history 
containing enough material for almost every con- 
ceivable kind of literary essay from the anthropo- 
logical study to romantic and social comedy and 
even, on occasion, stark melodrama. The form of 


literature, however, in which the accountant . 


might most reasonably be expected to excel would 
` be something more subjective than any of these: 
in fact, a reflective volume of personal remin- 
iscences. In the course of one man’s lifetime a 
long succession of people pass before him and 
the accountant’s training is such that he should 
be an expert observer of men and delineator of 
‘character. New-comers to an office must often 
have been impressed in varying degrees by the 
tales of bygone principals and clerks, retailed to 
them by older members in a patronizing way 
which seemed to suggest that all the great office 
‘worthies’ were of the past and that he (the new- 
comer) was unlucky in having. somehow just 
missed living in the Golden Age of his new firm. 
“They are all gone into the world of light, and I 


alone sit lingering here,’ he may have murmured 
if he were sensitive and knew his Vaughan. If he 
were insensitive — which is more likely — he prob- 
ably countered the tales of the ancients with some 
reminiscences of his own past heroes of other 
offices. 

So seldom do these reminiscences find their 
way into the security of print, that a special 
welcome must be given to a small volume of 
memoirs by SIR ARTHUR CUTFORTH, C.B.E., 
F.C.A., which has just been published. The indi- 
vidual chapters were written on lazy summer 
afternoons in the Lake District — an ideal setting 
for tranquil remembrance -and two of them, 
entitled ‘Presidents—are they human?’ and 
‘The expert witness’ — have already appeared in 
these pages. The others contain interesting 
accounts of the five happy and profitable years — 
‘profitable in the shape of experience, of course’ — 
spent by the author as an articled clerk, and of his 
subsequent experiences as a principal. Although 
casually pieced together, as the title implies, two 
remarkably clear -pictures emerge from these 
récollections. One is of Dm ARTHUR himself, 
extremely able yet modest withal, and endowed 
with an impish sense of humour bordering on the 
irreverent and never quite under complete con- 
trol. In whatever scrapes it landed him, it had 
the merit, in retrospect, of providing him with 
some amusing anecdotes for his book. The other 
picture is of the City in the early years of the 
century, a leisurely and civilized place compared 
with the maelstrom we know today. Sir ARTHUR 
describes admirably the atmosphere of those 
halcyon days as far beyond recall as the sovereigns 
and half-sovereigns with which the senior part- 
ners themselves paid the staff salaries each Friday. 
The interest taken by these august gentlemen in 
the progress of their pupils seemed altogether to 
be much more personal than the delegated control 
which is exercised over clerks today: 

It is to be hoped that other accountants with 
‘world enough and time’ will be inspired by this 
happy little book to recollect in tranquillity their 
own stories and to record them for a wider 
audience than their own intimate circle. 





1 Random Reminiscences by- Sir Arthur Cutforth, C.B.E., 
F.C.A. (Gee & Co (Publishers) Ltd, London. 5s.) 
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_ PROFIT AND LOSS ACCOUNTS 
IN THE FUTURE ` 


by ANGUS MACBEATH, C.A., A.C.W.A. 


In his article entitled ‘Balance sheets in the future’ published in ‘The Accountant’ 
dated December 1st, 1951, Mr MacBeath suggested that fixed assets and all current 
assets may in the future be valued for balance sheet purposes at the replacement 
value current at the balance sheet date: The repercussions of this treatment upon ». 





profit and loss accounts, and other possible developments in and affecting those 
accounts, are considered in this article. 


give scant attention to the balance sheet 
and to concentrate the main consideration 
upon the profit and loss account. 

The reasons for this preference appear to be 
firstly, that the usual balance sheet does not 
reflect the true value of a business but is merely 
a record of book figures some of which may bear 
very little relation to current values and secondly, 
that a business which is earhing a satisfactory rate 
of profits is in a healthy state,.while a business 
whose profit and loss account shows a small profit 
or a negative result is in a less healthy condition. 


"Tere is a growing tendency today to 


Main ée 


The main requirement which.is expected from 
the profit and loss account is that it will reveal 
the trend of profits. 

The Companies Act, 1948, sets out quite 
deliberately to make illegal the non-disclosure of 
any matters which might prejudice the revelation 
of the true trend of profits in the profit and loss 
accounts of limited companies. 

Thus, any changes which have been made in 
the accounting procedure between the profit and 
loss account of one year and of the next year 
must be disclosed, and details must be given of 
the movements in reserves and of any usings of 
‘provisions for purposes other than those for 
which they were set up. It is also necessary to 
disclose any exceptional or non-recurrent trans- 
actions and any which are of an ‘unusual nature. 

The Companies Act, therefore, by a process of 
the elimination of the exception, attempts to make 
profit and loss accounts show true comparable 
profits from which the trend of the earnings of 
the companies may be ascertained. 

This trend is a significant feature in the 
struggle between the balance sheet and the profit 
and loss account for predominance since it is a 
feature which the balance sheet is unable to 
emulate. The great advantage which the profit and 
loss account has over the balance sheet is that its 
transactions are confined to a short space of time 


while the balance sheet is endless in containing 
items which. may have been there since the 
business began. 


Form of Profit and Loss Account 

A noticeable feature of present-day accounting 
is that the form of the profit and loss account in 
published -accounts -is rapidly: changing over 
from the two-sided to the vertical: form of set- 
out which lends itself to a neat and logical 
presentation of the profits or losses position each 
year, whereds the balance sheet has been main- 
tained primarily in the two-sided form which has 
been in use since the beginning of double-entry 
book-keeping. Some published balance sheets are 
now given in vertical form, but this method of 
presentation is still in the experimental stage so 
far as balance sheets are concerned. 


Contents of Profit and Loss Account 


Since the main requirement of the profit and loss 
account is to show the true trend of profits, it is 
usual to keep income of an exceptional nature, 
or capital receipts, out of the account itself and 
to show such itéms either in the appropriation 
account or in the balance sheet. 

On the other hand, capital losses may be 
written off in the profit and loss account itself; 
for example, obsolescence incurred, for which 
no reserve had been made or was available, would 
probably be written off direct to profit and loss 
account. The charge for depreciation is also a 
provision for an anticipated loss of capital. 

In the article which considered balance sheets 
in the future, the suggestion was made that fixed 
assets and stock-in-trade may eventually be 
recorded in the balance sheet at current cost of 
replacement. This treatment in balance sheets 
would have repercussions upon the usual contents 
of the profit and loss account, and it is suggested 
that the profit and loss account would either 
become divided into three sections comprising: 
realized profits and losses; exceptional realized 
profits and losses; unrealized profits and losses; 
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or, alternatively, the profit and loss account 
would be maintained in its present form and be 
accompanied by a separate statement showing the 
unrealized profits and losses or the movements in 
the balances of unrealized profits and losses 
from the previous year. (The charge for depre- 
ciation (renewal) would continue to be treated 
as a realized loss.) 

It is probable that the latter procedure would 
be the better one to adopt, because the object to 
be achieved is to have the profit and loss account 
record the realized profits or losses for the year 
and to keep separate all movements in reserves 
and provisions which have not yet been realized. 

The new considerations which arise are in the 
introduction of replacement cost values for fixed 
assets and for stock-in-trade. Fluctuations up- 
wards or downwards in either of those values are 
not realized differences so long as the assets or 
the stocks are still held. It would be injudicious, 
therefore, to include increases in value as profits 
available for distribution, and unnecessary to 
write off decreases as losses since changes in 
market conditions may result in those apparent 
losses never being suffered. The fluctuations 
should therefore be recorded separately and 
adjusted as necessary each year. 


Vertical or Two-sided Form ? 


It seems certain that the vertical form for the 
set-out of the profit and loss account will con- 
tinue to be more widely used and to supplant the 
two-sided form. The adoption of the above 
points would therefore probably result in the 
profit and loss account being continued in the 
vertical form, starting off with the trading profit 
for the year and working through to the balance 
carried to the balance sheet, after showing the 
movements in the realized reserves. 

The latter suggestion regarding movements in 
reserves is made because the number of schedules 
which accompanies the normal set of accounts 
should be kept to the minimum to avoid con- 
fusing the shareholder or other recipient of the 
accounts. It seems to be quite sufficient to havea 
profit and loss account and a statement of 
specific allocations without adding further state- 
ments or schedules. 

The profit and loss account would include, 
therefore, all the changes which have taken place 

between the reserves and surplus total in the 
’ balance sheet of one year and in that of the next 
year. 

This position may involve a transfer between 
the specific allocations statement and the profit 
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and loss account as, for example, when invest- 
ments are sold or allocations of profits are made. 
These transfers can be stated and described quite 
simply. . 
Specific Allocations 
Now we come to the statement of specific alloca- 
tions and this statement would probably include 
amounts which represent unrealized acretions in 
value over cost of assets; amounts which have 
been specifically appropriated for anticipated 
expenditure or to meet anticipated losses (ex- 
amples are, cost of replacement, or loss on 
realization (obsolescence) of fixed assets), and 
amounts set aside for future taxation. 
The simple way to set forth this statement is 
as follows: f 
Statement of Specific Allocations 
Total at December 31st, 19 
Add Allocations from profit and loss 
account for: 
(a) replacement of fixed assets £ 
(b) obsolescence of fixed assets.. £ 
(c) diminution in value of stock £ 
(d) future taxation Eh 


£ 
Add Increases in replacement cost of: 
(a) fixed assets over original cost £ 
(b) stock-in-trade S . 
== 
Less: 
Obsolescence on fixed assets sold £ 
Decrease in market value of 
investments .. 
Loss on realization of invest- 
ments 
Future taxation “at December 
31st, 19.., transferred to pro- 
vision for taxation accrued... £ : 
amar 
Total at December 31st, 19 £ 
‘Made up thus: 
Replacement of fixed assets ff 
Obsolescence of fixed assets vi 
Diminution in value of stock Ge 
Diminution in value of investments -£ 
Future taxation EC 
S © £ 





Alternatively, if space is available, the state- 
ment can be shown in tabular form with one 
column to each specific allocation, and the 
narrative on the left-hand side, commencing with 
the balance at the previous year and closing 
with the balance shown in the balance sheet. 
How are the amounts included each year in the 
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statement of specific allocations to be ascertained? 
Do the replacement calculations place’ too great 
a burden upon a company? 

The calculation of the replacement’ cost of 
fixed assets has already received wide discussion 
and will not be re-examined here. The basis of 
valuation of investments was discussed in the 
article on balance sheets in the future. 


Stock-in-trade 
The valuation of stock-in-trade raises separate 
issues, as it is to be hoped that little, if any, of the 
stock held at one year-end will still be held at the 
next year-end, and there must be a charge in 
the trading account for the value of materials 


consumed which will make the trading profit . 


figure the true realized profit for the year. 

The replacement cost of stock will usually be 
the last or current price for purchase of materials 
and in the stock of a manufacturing business the 
current rates of wages and overheads will be the 
appropriate costs for those elements of the total 
cost. Finished stock would be valued at the 
current selling price, less delivery costs where the 
selling price included those costs. 

The original cost values of stocks at the 
beginning of the year, purchases and manufac- 
tures, and stocks at the end of the year will be 


taken into the manufacturing or trading account ` 


in the usual way. The difference between the 
original cost of stocks and the replacement cost 
will be a balance sheet adjustment, the amount 
appearing on both sides — as a debit in the stock 
figure itself and as a credit among the specific 
allocations. Increases and decreases in the differ- 
ence each year would be shown through the 
statement of specific allocations. 

The procedure outlined would not appear to 
be in any way difficult and there can be little 
doubt that knowledge of the current ‘cushion’ 
(or deficiency) between the original cost and the 
replacement cost of its stock-in-trade would be 
of value to any business. Some businesses, how- 
ever, carry stocks which do not lend themselves 
to such a simple method of treatment. 


Special Stocks 

Contractors, for example, may find their year- 
end coming at a time when there are several large 
contracts partially completed. Can we apply 
replacement cost to a contract? Can we ever say 
accurately how much has been realized up to date? 

There are several methods of calculating the 
value to be placed on a partially finished con- 
tract, each method involving some estimate 
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whose fulfilment . depends upon the circum- 
stances attaching to the completion of the 
contract. f 
Such special work-in-progress items cannot be 
treated in the same way as a manufacturing or 
trading stock and the circumstances attaching 
to loss are quite different. The treatment which 
could be applied in those special cases would 
appear to be: 

(a) Value stocks of materials not appropriated 
to any job or contract at replacement cost 
and adjust the difference each year with 
original cost in the balance sheet. 

(b) Value work in progress at the estimated 
value of work done to date and set up a 
specific allocation to meet any loss on that 
value which may arise when the job or 
contract is completed. 


Deficiencies 
The next point to consider is the position which 
arises when any one of the specific allocations is 
insufficient to meet the amount required, that is, 
when the difference between the current value 
and the original cost has become so wide that it 
has exhausted the whole of the amount of the 
previous credit differences and also all the alloca- 
tions made from the profit and loss account. 

This situation would arise where there had been 
a very sharp fall in the replacement cost of fixed 
assets, or stock, or the market value of invest- 
ments had fallen to a low level. 

It may be found, for example, that the amount 
included in specific allocations for the cost of 
replacement of fixed assets stands at £500,000 
and that the totals under fixed assets in the 
balance sheet are: 


£ 
Original cost 8,478,546 
Approximate replacement cost 7,841,128 
Difference £637,418 


The recalculation of the renewal provisions 
deducted from the approximate replacement cost 
shows an excess of £112,418, so that there is a 
net shortage of £25,000. 

Since this is a position which is liable to con- 
stant fluctuation, and which may therefore be 
more than reversed at the next balance sheet date, 
it does not seem necessary to write off the 
deficiency. 

The simple way to cover this deficiency is to 
show the total of the items in deficiency as a 
deduction from the total of reserves and surplus, 
before the latter total is added to the ordinary 
share capital. 
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H ENJOY MY JOB © 


A CHARTERED ACCOUNTANT’S CONTENTED REFLECTION S 
by F. G. AUTOLYCUS 


HOPE my old housemaster will read this: 
IE always wanted me to be a journalist. 

Indeed, he arranged that I should meet 
an eminent literary critic to discuss ways, means 
and prospects. The critic was very kind and gave 
me excellent advice and I decided to become a 
chartered ` accountant. My . housemaster was 
grieved and gave me to understand that he con- 
sidered the time and trouble he had spent on my 
education had been wasted: I have never been 
able to persuade him that I have chosen an 
enjoyable, interesting and useful job, indeed, he 
has always avoided the subject. If he sees it in 
print he may believe me at last, and I shall be 
glad, for he is characteristic of many of my friends 
and acquaintances who barely disguise their 
disappointment, and even distaste; when they. 
learn that I am an accountant. 


Not unwillingly to School 


At the safe distance of fifteen years, and in the 
knowledge that few, if any, articled clerks will 
stop to read an article with a title so lacking in 
le haut sérieux, I am prepared to assert that I 
enjoyed the job from the start. Casting was, ‘of 
course, a blow to my pride and an exercise in 
humility. The very: first column I tackled, on 
the very first day, failed to agree (even after three 
attempts) with the book-keeper’s total. As each 
of my answers differed from the others, I suggested 
to my senior that.the book-keeper, having had 
more experience than I, was probably right. It 
was not a particularly clever or amusing remark, 
and was not well received, but it gave me a certain 
pleasure. I was given ample practice and before 
long found, with real pride, that I could cast 
(and ‘cast accurately) and plan my summer 
holidays ať one and the same time. 

I enjoyed the out-of-town jobs- the com- 
panionship of the long train journey, the satisfac- 
tion of the solid detail, the petty triumph of finding 
a mistake. And it was a new experience to meet the 
‘characters’ at thé factory; faithful old George, for 
example, who after long service was asked what 
inscription he would like in the presentation, gold 
watch and chose: 


.. “To George, after fifty years gee SE SE 
` he was late once — the day the dog bit him. 


Salad Days 


Memory gives us rose-coloured spectacles but 
at this distance I seem to recollect that the 
examination work was not too bad. We were 
lucky in our senior, now a most important 
person, who managed to combine real friendliness 
and concern for our well-being with an iron 
discipline. Out of town he had a rule. ‘No bridge 
till ten o’clock, or until you’ve finished a full- 
scale T.B. — whichever is the later’. He made us 
keep our personal accounts in the most meticulous 
detail, even down to providing for depreciation 
on our clothes. The test papers were given 
interest by combining the results into a mass of 
statistics - moving averages and the like — which 
kept the spirit of competition alive. ` 

- I took snobbish pleasure when. the examiner 
gave me nought out of ten for one of the best 
answers I ever wrote. The question was, “What is 
the excise? and my answer, “The excise, as 
defined by the Great Lexicographer, is a black- 
guardly imposition levied by a pack of the King’s 
ruffians’, 

Financial incentives were not unimportant. In 
a moment of insight my father gave me some 
money to invest for myself on the Stock Ex- 
change. In the first year I made {100 and gained 
an enormous amount of G.C.K. In the second year 
I lost {100 and learned wisdom without price! 

There were half-yearly celebrations, with rare 
gaps, to encourage us on our way. The examina- 
tion results invariably came out when we were 
working out of town; the proprietress of our 
hotel always gave us one bottle of champagne 
and we bought another. The fear of our col- 
leagues’ disappointment should we fail acted as 
an important spur. In short, we decked out our 
three- or five-year term of hard labour with a 
variety of trappings to make it interesting, exciting 
and even amusing and.in due course emerged as 
qualified chartered ‘accountants. ` 


Loan oft loses Both Itself and Friend 


The first few years as an A.C.A. are probably the 
most difficult of an accountant’s life for it is then 
that the course is really set. I was lucky, for mine 
coincided with a period of receiverships and there 
is surely no better way of learning about accounts, 
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business methods, and human nature than on a 
receivership. 

The first day.of taking over was always a 
glorious adventure. Once, at a garage, I remember 


finding a dozen or more coal lorries filling up ` 
with petrol as hard as they could go in order to- 


build up a contra account. And on another occa- 
sion I had all the insurance agents in to examine 
the company’s policies to see if all conceivable 
risks were covered. They confirmed that they 
were, but half an hour later I burned my own 
trousers on an electric fire and was speedily dis-. 
illusioned. The fire -policy did not cover it, 
because apparently it was not a fire. The public 
liability policy did not, for I was not a member of 
the public. The employer’s liability policy was no 
use, for I was not an employee. Apparently, 
they said, I was a licensed trespasser, and no 
policy existed covering risks to such a person! 
Receiverships, I found, abounded in snags and 
excitements. On one job the typist was a fifth- 
columnist for some of the creditors; on another 
the managing director had a loaded revolver in 
his desk, whilst on a third the secretary had 
forged great numbers of cheques. And the public 
S large pity the monotony of the accountant’s 
ife! i f : 


“Wise Saws and Modern Instances 


Many in the profession deplore the vast amount 
of literature which has to be consumed if one is 
to keep up to date. It is, I grant, rather terrifying, 
but much of it is far from dull. Take the tax cases: 
they are often of absorbing general interest and 
give an unrivalled insight into the private side 
of commercial and financial methods. The 
Smith’s Potato Crisps case, for example, is a most 


interesting description of business organization, 


whilst that of Eagles v. Rose is a saga of fire- 
watching in the East End of London during the 
blitz which deserves a wider audience. The latter 
case, incidentally, makes hilarious reading and 
in the end the decision turned on the fact that a 
certain envelope was alleged to have contained 
two rashers of bacon and not onel 

The actual outcome of the cases does not seem 
to me to matter very much: all that is necessary 
is to get an idea of the type of thinking which 
determines the issue and to fix in one’s mind the 
fact that a case exists on the subject. It can then 
be readily traced when it is needed. Hansard, 
too, has its big moments, particularly about 
Budget time. Who could fail to enjoy, for in- 
stance, the episode when a member pontificated 
at length on the evils of the avoidance of tax by 
the Hall v. Marians arrangement. ‘So you ‘seé’, 
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he concluded, ‘it is quite easy. All you have to do 
is to ship your overdraft- overseas.” The House 
rose to the occasion and as from a single throat 
came the response ‘Tell us more? ` 


But at my back . 


The greatest bugbear today is lack of time to do 
the things one wants, or ought, to do. It can 
become a fatal impediment to the enjoyment of 
one’s work and three observations may be worth 
making: in the first place it is fatal to allow one’s 
desk to become overloaded — to take on more 
than one can reasonably handle leads to muddle, 
anxiety and worry. Secondly, there should be a 
reasonable division between time spent doing 
work, and time spent telling other people how to 
do it. In this I speak for myself but my experi- 
ence is that I am happiest when advisory or super- 
visory work is leavened by preparing a computa- 
tion or drafting an account on my own. And 
thirdly, it is important that direct, chargeable 
time should not become such an obsession that 
any time which cannot be booked to a ES 
seems to be time wasted. 

I had an experience of this point last year: 
on the final evening at Oxford, in the five minutes 
before Hall, I picked up a morsel of recondite 
information which I tucked away in the hope I 
might one day make use of it. It was relevant to 
the first matter which came to my attention when 
I returned to the office the next morning and that 
short informal conversation had saved me several. 
hours of research and inquiry. 


Cakes and Ales 


It seems to me that it is not difficult for a prac- 
tising accountant to enjoy his job if only he is 


prepared to allow that it is more than just a way ` 8 


of earning a living. Many of us, lecturers and’ 
students alike, must be grateful to the post-war 
refresher courses for teaching us this. The per- 
sonal contacts which began on those courses 
have gradually expanded and have breathed life 
into the district societies, Oxford summer schools, 
private discussion groups, district taxation and 
research meetings, dining clubs and autumnal 


conferences which provide the opportunity for 


the rich exchange of ideas, debate’ and con- 
troversy which today makes the profession so 
live and dynamic. 

If any stand shyly aside they must be assured 
that the doors are wide open to all and that if 
they are prepared to let their work spill over 
just a little into their private lives they will find 
a rich reward. 
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WHAT I THINK OF INSPECTORS OF TAXES 


H 


N one occasion I shared a music-stand 

with an inspector of taxes. It was not a 

very successful partnership, as, although 
we were playing the same part, he was playing 
it on a ’cello and I on a double bass; he was 
sitting and I was standing, a relationship which 
suggests the humble approach to which account- 
ants have become accustomed when introduced 
into the august presence of the inspector. As a 
rule we accountants go hat in hand (as there is 
nowhere else to put it) and are astonished at the 
bleak surroundings in which such important 
officials are compelled to work. 


Mastery of Accounts 

What of the inspector himself? The accountant is 
always impressed at his mastery of complicated 
sets of accounts and his detailed knowledge of 
different industries; but life in the Civil Service is 
supposed not to encourage initiative and it is 
surprising how little attempt the inspector makes 
to show any individual personality in his own 
office. Perhaps he feels that he is never long 
enough in one district to make it worth while. 


A Frustrating Lite 

It must be a frustrating life to see how easily 
some people earn a comfortable income even if 
it is equally painful to have to certify a claim 
under Section 34. Some inspectors doubtless 
dream of the successful business they could run, 
leading them to feel quite annoyed at the falling- 
off ot profits and to demand explanations as to 
the reason for the failure last year. One company 
was so exasperated at the inspector’s disbelief 
in the alleged results of the Catering and Wages 
Act that they offered him the post of managing 
director of the hotel if he would guarantee better 
profits! The offer was refused on the grounds that 
‘the benefits in kind’ (of living-in) would be 
taxable. 


The Fair, Fearless and Friendly Inspector 
Accountants are fortunate that the raising of 
the major part of the national income is in the 
hands of a body of men who do their difficult 
work with fairness, fearlessness and friendliness. 
If we are sometimes surprised at the trivial 
corrections some make in our computations, we 
are equally grateful when we are reminded of a 
claim we have overlooked. 


By an Accountant 


To get to know the inspector is a_privilege 
accorded to many accountants; behind the cold 
exterior we often find the proud father, the plus- 
four golfer or the churchwarden. 

It was a kindly thought of the inspector’ who 
warned me in good time that my daughter should 
be born before April 6th. In co-operation with 
what is now another government department, the 
national health service, this should be easier to 
arrange in future. 


The Absent-minded Professor 

It was also a real feeling for the absent- 
mindedness of professors which prompted the 
inspector to call in person on an academic friend 
of mine at Oxford. He happened to be holding 
a tutorial to four young men when the inspector 
knocked. ‘Come in and sit down’, said the 
professor impatiently, continuing to pace the 
room and deliver his notes on Greek mythology. 
Pausing, he felt a slight rise of temperature. 
Almost bursting with indignation, the inspector 
said, ‘I have called about your income-tax return’. 
The professor returned to earth and paled. 
Feeling in his pocket he fumbled for some 
money. ‘I must beg your pardon’, he said. 
“You will find all your communications in the 
top drawer—I regret to say unopened. How 
much do I owe you?’ 

There are, however, two minor complaints I 
should like the inspector to note. The first is 
that he should ask the tea-girl not to bring in 
one cup of tea during an interview; the second is 
to suggest that when, as sometimes happens, he 
is wrong, he should express his regrets, even if 
he does it on a form No. 145B. This is a very 
small form but it need only be a very small 
apology and no one need know, as apparently no 
copy is necessary for the file. 


Accountants the First with Goodwill Wishes 


Inspectors, like us, have a domestic life, and 
at this season when our thoughts are guided 


` to the opening chapters of a book written by the 


patron saint of tax gatherers—St Matthew — 
accountants will want to be the first to wish 
inspectors and their families an enjoyable 
Christmas free from all Christmas gift worries 
(are they taxable?) and a prosperous New Year 
free from any associations of ‘First instalment 
due .. .” Oh! the. blessings of P.A.Y.E.! 
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WHAT I THINK OF ACCOUNTANTS 


By an Inspector of Taxes 


with the accountant have been almost 
entirely official and I must frankly admit 
that I have thought very little about him: for as 
long as I can remember he has been an integral 
part of my particular world — he has been there, 
and he has been accepted. This may sound a 
little offhand and ungracious, but when you 
reflect that I and my like are accustomed to 
accepting virtually nothing without question, the 
profundity and sincerity of the compliment will 
become apparent. 
I recall the first I encountered as a new recruit. 
Greatly daring, I had settled an appeal and sent 
out an amended notice of assessment. A couple 


Va from the odd lunch, my contacts 


of days later the accountant called and asked. 


for me. Grateful for the counter between us, 
I faced a huge mountain of a man, wondering 
what crass stupidity of mine had caused him to 
heave his vast bulk up the office stairs. To my 
great relief he drew my attention, in a high 
piping treble, to a small error in his client’s 
favour in the life assurance relief. From that 
day I have never been afraid of the accountant, 
though I admit to having cold feet at the prospect 
of certain interviews. 


Kindly Teachers 

I think of those kindly men who taught me 
the meaning of the technical terms used in in- 
numerable industries; of the impressive patience 
of the Manchester accountant who explained the 
-mysteries of ‘cotton buying, ‘hedging’ and 
‘futures’; of the even greater patience of his 
City confrére who led me through the menagerie 
of Stock Exchange jargon; of the avuncular 
amusement of the country accountant who found 
it necessary to explain to a town-bred city- 
trained know-all, in charge of his -first district, 
the facts of life affecting milk production. 

I think of the accountant as a type, my mind 
conjuring up a composite picture, perhaps not 
truly representative since my recollections of the 
professional men in provincial cities and country 
towns are a little dimmed — though I seem to 
remember that North Country accountants are 
inclined to be shorter and sharper in argument, 
but more ready to settle than their London 
brethren. 


Picture of the Average Accountant 
My picture is of a man slightly above average 


height, with regular features, well-nourished but 
not given to fat, with the air of contentment 


and well-being of the average sur-tax payer. His 


taste in suitings is impeccable, quiet, chaste, 
but not drab, his hand-oversewn lapels an indica- 
tion that he has at least one good tailor for a 
client. His neckwear excites my admiration, 
whilst his neat, and often natty, shirtings put 
my CC41’s to shame. I always see him crowned 
with a bowler hat. In this I may be a little out of 
date, but I must insist on the bowler for, as one 
philosopher has argued, it is not so much head- 
gear as a state of mind. Prominent in my picture 
is a bulging brief-case of the best leather. 


The Accountant’s Manner 

In manner, my accountant is confident but 
courteous, pertinacious but not provocative, 
ready and resourceful in argument but not 
unduly unreasonable. By religion he is, I fancy, 
a freethinker, ever ready to question and some- 
times even to deny the divine inspiration of my 
official instructions. 

We get on well because we understand one 
another; there is no language difficulty as there ' 
can be in dealing with the legal profession. The 
lawyer does not really understand figures any- 
way, and never in any circumstances talks ‘off 
the record’. My accountant really understands 
the fascinating and elaborate game of income-tax, 
playing it with propriety and scrupulously observ- 
ing the niceties of its complicated code of rules. 


The Tactful Accountant 


I like him when he sends me accounts backed up 
with analyses and schedules, leading up to compu- 
tations that I have only to tick. I Jove him when 
he does all that but decides a doubtful point 
wrongly, agreeing with me when I point it out 
and letting me amend his figures. 

You will have gathered that I am fond of my 
accountant. He ministers to my sense of. self- 
importance in answering questions and providing 
information at my behest without demur, usually 
on stationery which I feel is just a little too ex- 
pensive for its purpose. I could not live without 
him. For years now he alone has made my life 
possible — even though in the odd case he has 
done his best to make it impossible. 

I wish him the compliments of the season. 
May his double taxation relief computations 
never have to be amended. 
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AUSTRALASIAN COMMENTARY -V 


Professional Topics in Australia and New Zealand 
by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


Management Accounting 
Tra his recent visit to Sydney, Mr 
; F. R. M. de Paula, C.B.E., F.c.a., addressed 
i a large assembly of accountants belong- 
ing to a number of different institutes. T'o this 
broad cross-section of all types of accountants 
Mr de Paula drove home with calculated care his 


main point, that for the accounting profession to 
be able to play its part in the stabilization of the 


economy through a soundly administered and ` 
economically productive commercial and indus- 


trial world, it must be prepared to produce account- 
ants without the historical-cost complex. They 
must be able to look forward instead of backward. 
They must concern themselves with costs as they 
ought to be, not with costs as they have been. 

It is not, of course, a matter of abandoning 
accounting based on historical cost, but rather 
that the profession should cultivate the avenue 
of management accounting in something like the 
way it has built up taxation practice as a special- 
ized field. Mr de Paula thought that public 
accounting firms could be staffed with experts in 
the various fields in order to maximize both the 
firm’s efficiency and the service they could render 
to the public. This is done to some extent already, 
but his main concern was that management 
accounting should be catered for. 

It is interesting to note that one Australian 
Institute has, within the last six months, changed 
its final accounting syllabus so as to set one 
complete paper on this subject. 


Company Taxation Amendments ` 
Proposed amendments to income-tax law inciude 
the abolition, as regards public companies, of 
super-tax at the rate of 1s in the £, and also un- 
distributed profits tax at 2s in the £. Substituted 
rates of tax applicable to public companies will 
be a primary. tax of 7s in the £ of taxable income 
and a special levy of 2s in the £ of taxable income. 
There is also a scheme to be implemented where- 
by public companies will be required to make an 
advance payment equal to 10 per cent of the total 
of the tax at the primary rate and the special levy. 

The proposed rates applicable to private com- 
panies are 5s in the £ on the first £5,000 of tax- 


able income and 7s in the £ on the balance. A 
private company within the meaning of our 
taxation statute is a very special creature which 
may bear little or no resemblance to a proprietary 
or private company within the meaning of the 
various Companies Acts. 


Taxation and Inflation 

Speaking of taxation, an editorial in The Chartered ` 
Accountant in Australia (October 1951) points 
out that Mr Colin Clark, one of Australia’s lead- 
ing economists, once estimated that total taxation 
could not exceed 25 per cent of the national 
income without starting an inflationary spiral. 
This was supported by the late Lord Keynes. The 
editorial adds that Sir Douglas Copland estimated 
in a national broadcast the night after the Budget 
was presented that, ‘Commonwealth taxation as 
a whole is now, approximately, 30 per cent of. 
national income’. 


Accountants and Defence 


An accounting advisory panel has been appointed 
to advise the Commonwealth Government on the 
framing and observance of its defencé contracts 
with private industry. At present the panel con- 
sists of five of Australia’s leading accountants, but 
it is hoped that two others named will consent to. ` 
act. The Minister for Supply pointed out, in 
announcing the appointment, that a particular 
matter for study by the panel is how defence con- 
tracts may be made more acceptable to industry 
at a time when larger profits are available from 
civilian contracts. 


Valuation of Shares 


Mr G. A. Lau, LL.D.(LG.), M.COMM.(N.zZ.), 
A.P.A.N.Z., recently expressed the view that in the 
valuation of unlisted shares, there is scarcely a 
case where the capitalization rate in a private 
company should be less than 8 per cent; that in 
most cases it should be somewhere between 10 per 
cent and 15 per cent; and that in the case of small 
manufacturing companies or companies running 
a risky business, the capitalization rate could be 
20 per cent or more. 

Mr Lau considered that accountants were the 
persons best qualified to value unlisted shares, 
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but it must be conceded that the profession had 
some distance to go before this assertion could be 
warranted. He remarked that in all probability the 


articles of over half the 7,000 or so private com- ` 


panies in New Zealand include in the pre- 
emption provisions a clause which leaves the 
final decision on the value of the shares to the 
auditor of the company. (The Accountants’ 
Journal, New Zealand, September 1951.) 


Break-even Analysis — 

The October and November 1951 issues of The 
Australian Accountant carry articles on the subject 
of break-even analysis by Professor Joel Dean, of 
America. For anyone interested in this subject 
these articles, specially written for the journal, are 
of the greatest possible importance. ‘There is so 
much valuable material packed into the writing 
that it is difficult to choose between one point or 
another as worthy of mention. 

We can notice, however, one thing. Professor 
Dean, after pointing out that it was not clear what 
benefits would come from expressing activity as 
a percentage of ‘capacity’, said: 

“The notion that there is some “‘safe” break-even 
percentage makes little sense, for the peril of a 
particular break-even point depends on the prob- 
ability that production will go below it. And this 
probability depends on demand, which has no 
logical relationship to capacity.’ 


Economics and Accounting 


In view of the findings of the Joint Exploratory ` 


Committee, recently published: in England, it is 
interesting to note the views of Mr D. Cantle, 
B.EC., on the correlation of economic and account- 
ing concepts. He submits that modern economists 
are not formulating their theories of capital and 
investment (or “asset formation’) in terms of cost 
and exchange values. 

In the Keynes’ schedule of the marginal 
efficiency of capital and trade cycle theory, 
capital, he pointed out, is not cost value or 


replacement value of capital—it is utility. His 


opinion being that accountancy is not yet 
equipped to measure utility, it follows that he 
concludes with the view that we must to some 
extent forgo our attempts to follow economic 
thought with accounting methodology. (The 
Australian Accountant, October 1951.) 


Commercial Goodwill 
The Arthur Capper Moore Research Lecture for 
1951, sponsored by The Federal Institute of Ac- 
countants, was given’ by Mr A. K. Sangster, LL.B., 
A.F.LA., on the subject of commercial goodwill. 
At the conclusion of a review of-the cases, he 
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found that goodwill in a legal sense appeared to 
. be largely restricted to relationship with custom- 


ers. No reference appeared in the cases as to the 
effect on goodwill of such matters as international 
affairs, general industrial difficulties, national- 
ization of industry or price control. He pointed 
out that, nevertheless, the framework of legal 
decisions within which accounting theories on 
goodwill may finally have to be examined is broad 
and elastic. This is a timely reminder, for there 


‘are too many accountants who consider that the 


lawyers have failed to do their job by not deciding 


things for accountants. ` 


After an examination of the views of a number 


‘of accountancy text writers, Mr Sangster came 


to the conclusion that the present prevailing view 
is neither to analyse goodwill nor to relate it to 
valuation, but to regard business enterprises as a 
whole and to value them as such, lumping 
together both the tangibles and the intangibles. 


Disruptive Influence 

Referring to government control and other out- 
side influences, Mr Sangster pointed out that 
there are sufficient economic, governmental and 
international forces potentially disruptive of 
normal business and beyond the control of those 
who conduct private enterprises, to constitute a 
risk of twofold relevance to a study of goodwill. 
The risk-referred to is 

‘that the present profit-making opportunities will 

either be reduced, or will be maintainable only by 

the exercise of extraordinary skill and perhaps good 

fortune’. 

Ultra Vires Doctrine 

The Victorian Companies Advisory Panel of The 
Federal Institute of Accountants thinks that 
probably the business community is not yet ready 
for the abolition-of the ultra vires doctrine as 
applied to the objects clauses in the memorandum 
of association. But they put forward the view that 
in the meantime an improvement could be made 
whereby the memorandum can be drawn so as to 
express objects only and leave powers to be 
implied by statute as is the case in South 
Australia and Western Australia. 

In those States the respective ae Acts 
provide a- detailed schedule of -twenty-three 
powers which a company is deemed to possess 
unless specifically varied, restricted or ` aug- 
mented. (The Federal Accountant, November 
1951.) S 

Season’s- Greetings 
On behalf of readers in Australia, the writer 
would like-to convey sincere Christmas Greetings 


and very best wishes for the New Year. 
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CHRISTMAS . COMPETITION 
GENERAL KNOWLEDGE QUESTIONS 


We offer three prizes of books, to the value of five guineas, three guineas and one 

guinea, to be selected from the publications of Gee & Co (Publishers) Ltd, for the 

best three sets of answers to these questions. Entries should be addressed to 

‘Christmas Competition’, ‘The Accountant’, 4 Drapers’ Gardens, Throgmorton 

Avenue, London, EC2, and must be received not later than 5 p.m. on Monday, 

December 31st, 1951. The Editor’s decision on all matters connected with the 
competition is final. 


Army and Navy 


. Who is the President of the Army Council? ` 
. What regiment has the unique distinction of 


wearing a replica of its badge on the back of 
the helmet or cap? 


. How many points are marked on a mariner’s 


compass? 


. What flag is flown by (a) an admiral of the 


Royal Navy, (5) the Royal Yacht Squadron, 
(c) the British Merchant Service? 


. What authority controls the lighthouses of the 


British Isles? 
Blood and Thunder 


. How many pints of blood does the TEA 


body contain? 


. What is the red substance in blood which is 


responsible for conveying oxygen from the 
lungs to the rest of the body? 


. What English physician made the discovery 


that blood circulates round the human body? 


. What are the components of gunpowder? 
. Who were the assistants, man and dog, of 


Sexton Blake? 


Cakes and Ale 


Who asked: ‘Dost thou think, because thou 
art virtuous, there shall be no more cakes and 
ale?’? 

What two novelists were supposed to “be 


satirized in Somerset Maugham’s novel Cakes . 


‘and Ale? 


13. 
14. 


15. 


16. 
17. 


What is, or are: (a) petits fours, (b) crêpe 
stizette, (c) charlotte russe? 
What modern poet wrote: 

‘Ale, man, ale’s the stuff to drink 

For fellows whom it hurts to think’? 
What Shaw character was ‘only a beer tee- 
totaller, not a champagne teetotaller’? 


City and Suburban 
What are the six largest cities in the world? 
Who described himself as ‘a citizen of no 
mean city’? 


18. 


19. 


20. 


ZI. 


22. 


23. 


25. 


26. 
27. 


28. 


29. 
30. 


31L 


What London bus routes run from: (a) Willes- 
den Green to Lewisham; and (b) Crystal 
Palace to Golders Green? Where do they 
intersect? 

Whose birthplace is traditionally claimed by 
seven cities? 

Who wrote: 


‘For there is good news yet to hear and fine . 


things to be seen, 


Before we go to Paradise by way of Bethnal ` 


Green’? 


Crabbed Age and Youth 
Who asked of Pip in Great Expectations: ‘You 
don’t object to an aged parent, I hope??? 
What Italian painter depicted the three ages 
of man as a sleeping infant, a shepherd with 


his flute, and an old man meditating on two 


skulls? 
Who said that poets told tales ‘which holdeth 


children from play, and old men from the 


chimney corner’? 


. What youth in a modern novel “though he 


was burned black as any native; though he 
spoke the vernacular by preference, and his 
mother-tongue in a clipped uncertain sing- 


song... was white — a poor white of the very 
poorest’? 
What poet suggested that the Child is father 


of the Man? 


Elephant and Castle 
Who was Little Toomai of the Elephants? 
What is the average expectation of life of an 
elephant? 
What is the land of the 
Elephant? 
Who was the owner of Doubting-Castle? 
Who wrote the following novels: 


Sacred White 


Finance and Commerce 
What are the functions of the National Debt 
Commissioners? 


(a) The . 
Castle, (b) Hatter’s Castle, (c) Crotchet Castle? 
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32. 


33- 


34. 
35. 


What device is used by the Treasury to check 
undue fluctuations in the value of sterling in 
terms of gold and foreign currencies? 

In which year between the wars did the famous 
Wall Street crash occur? 

What are the six Scottish note-issuing banks? 
What is (a) a jerquer, (b) barratry, (c) a Suez 
Canal clause in a marine insurance policy? 


Fur and Feather 


. To what animals do the following collective 


nouns refer: (a) a shrewdness of .. ., 
pride of . . ., (c) a clowder of .. .? 


(b) a 


. What is: (a) a goosander, (b) a kittiwake, (c)a 


capercailzie? 


. What four birds flew to England this year to 


maintain a tradition more than 250 years old? 


. What is a scut? 
40. 


Whose nightingale (a) wast not born for death, 
(b) sang nightly in a pomegranate tree, (c) cried 


to the Rose? 


50. 


51. 


52. 


Hail and Farewell 


. What play opens with the words: ‘When shall 


we three meet again’? - 


. What crocodile welcomed little fishes in ‘with 


gently smiling jaws’? 


. Whose reported last words were: (a) ‘Light, 


more light’, o I am afraid to go home in the 
dark’? 


. What is the last book of the Old Testament 


and the last word in the book? 


. What modern poet suggested that the world 


would end ‘not with a bang but a whimper’? 


Heaven and Hell 


. Who said: 


“The mind is its own place and in it self 
Can make a‘Heav’n of Hell, a Hell of 
Heav’n’? 


. What watch-dog stood at the entrance to Hades 


to prevent any of the dead from coming out 
again? 


. Who said that ‘Hell is a city much like London 


~ a populous and smoky city’? 


. What, according to William Blake, puts all 


Heaven in a rage? 
Whose idea of Heaven was eating patés de foie 
gras to the sound of trumpets? 


Law and Order 
What general rule of law was laid down in the 
case of Rylands o, Fletcher? 
For what four offences may the death penalty 
be prescribed? 
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What do the following terms signify: (a) 


` ignorantia juris haud excusat, (b) de minimisnon 


54- 
55- 


60. 


Dr. 


62. 
63. 


64. 
65. 


66. 


67. 
68. 


69. 
Ser 


71- 
72. 


73- 
74 


75 


curat lex, (c) nemo dat quod non habet? 
What are the various divisions of the Supreme 
Court of Judicature? 
How long does the copyright of a novel, 
published during the author’s lifetime, sub- 
sist? 

Noughts and Crosses 


. What national event was held on St Crispin’s 


Day this year? 


~ What is the meaning of the phrase ‘cross and 


pile’? 


. What is a saltire? 
. Of whom was it said that: 


‘On her white breast a sparkling cross she 
wore , 
Which Jews might Kiss and infidels adore’? 
Who described life as ‘a tale told by an idiot, 
full of sound and fury, signifying nothing’? 


Poet and Peasant 
Of what modern poet was it written: 
‘A young Apollo, golden-haired, 
Stands dreaming on the verge of strife, 
Magnificently unprepared 
For the long littleness of life’? 
What poet was born in: (a) Moorgate, (b) 
Cornhill, (c) Lombard Street? 
Who wrote the overture ‘Poet and Peasant’? 
When was the Peasant Revolt in this country? 
Who asked: 
“Yonder peasant, who is he? 
Where and what his dwelling’? 


Pomp and Circumstance 
What Shakespearian character bade farewell 
to the ‘pride, pomp and circumstance of war’? 
What are the heraldic names for the colours: 
(a) red, (b) white, (c) blue? 
Who, said Disraeli, was ‘a sophisticated . 
rhetorician, intoxicated with the exuberance. 
of his own verbosity’? 
What poet, in the fell clutch of circumstance, 
did not wince nor cry aloud? ` 
What is serendipity? . 


Sixes and Sevens 
What are the six counties of Northern Ireland? 
Who were the seven champions of Christen- 
dom? 
What is the term for a six-sided polygon? 
Who sent his servant out seven times to look 
for rain? 
What are the severi deadly sins? 
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Sporting and Dramatic 


76. What are the five classic races of the flat horse- 
racing season? ; 

47: Where are the following cricket grounds: (a) 
Agar’s Plough, (b) Fenner’s, (c) Broad- 
Halfpenny Down? 

48. What modern play ends with the words: ‘O 
God that madest this beautiful earth, when 
will it be ready to receive thy saints? How 
long, O Lord, how long’? 

79. What play evoked so much protest on its first 
English performance that William Archer 
gathered extracts from the notices of his 
fellow-critics into an article which he offered 
as a nucleus for a Dictionary of Abuse? 

80. Whosé death, according to Dr Johnson, 
eclipsed the gaiety of nations? 


Stars and Stripes 


81. What is the motto of the United States? 

82. When was the Declaration of Independence 
made and on which day each year is it com- 
memorated? 

83. What is the Monroe doctrine? 

84. Which three American Presidents were 
assassinated?. i 

85. Who were President Truman’s two prede- 
cessors in office? 


War and Peace 


86. Who, after Corunna, was buried darkly at 
dead of night? 


WEEKLY NOTES . 


Another Taxpayer’s Victory 
An important point has been decided in the High 
Court in favour of the taxpayer, according to a report 
in The Times of December 14th. It concerned the 
question of deducting a lump sum of £9,320 which 
Cravens Railway Carriage and Wagon Co Ltd paid 
to an insurance company to commute the liability 
to pay an annual premium of £1,402. The paying 
company had started a non-contributory staff assur- 
ance scheme in 1944, under which employees re- 
ceived an ‘endowment’ on death or earlier retire- 
ment. This was secured by a master policy taken out 
with the insurance company, all the premiums being 
paid by the employer. Owing to the age of about 
‘twenty of the employees at the scheme’s inception, 
an additional premium of £1,402 per annum had to 
ibe paid, and had duly been allowed as a deduction 
- jn “arriving at profit. The Crown contested the 
employer’s right also to deduct the lump sum of 
£9,320 which was now paid to commute this prem- 
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87. Who said that ‘peace hath her victories no less 
renowned than war’? 4 

88. What famous remark hitherto attributed to 

- the Duke of Wellington was ‘disowned’ this 

year and by whom? 

89. Who were the contestants in the battles. of 
(a) Lepanto, (b) Austerlitz, (c) Salamis? 

go. What, in peace, are the two qualities which 
best become a man, according to Shakespeare’s 
Henry V? 


Weights and Measures 

gi. What is the formula for the area of any” 
quadrilateral figure? 

92. State the number of (a) bushels in a chaldron, 
(b) quires in a ream, (c) poles in a furlong. 

93. How many cubic inches are there in a cubic 
yard? 

94. What is a Gunter’s chain? 

95. What is geodesy? 

Words and Music í 

96. For what special occasion was Verdi’s opera- 
Aida written? . R 

97. Who wrote (a) the ‘Hammerclavier Sonata’, 
(b) the ‘Wanderer Fantasia’, (c) the ‘Farewell 
Symphony’? 

98. In which operas do the following characters 
appear: (a) Papageno, (b) Sparafucile, (c) 
Escamillo? 

99. Who wrote the novel on which the opera 
La Bohème is based? , 

100. Who said that ‘our sweetest songs are those 
which tell of saddest thought’? | 


NI 


ium. The Special Commissioners held that the 
company paid this sum with three objects, as follows: 
(1) to get rid of an annual liability which might have 
been onerous if, in later years, the company were 
less prosperous; (2) to protect and retain the staff, 
particularly skilled employees of long standing; and 
(3) if possible, to obtain the benefit of the deduction 
of the lump sum against profits while excess profits 
tax was still payable. They held that the expenditure 


-was not incurred with a view to bringing into exist- 


ence an asset or advantage of an enduring character 
and that it was therefore not capital expenditure. 
Mr Justice Donovan held that the Special Commis- 
sioners had not misdirected themselves in point of 
law. The question was one of fact to which certain 
familiar principles of law had to be applied and he ' 
could not see that they had applied any principle 
other than the right one. Even if he felt that their 
decision was wrong, which he did not, be could not in- 
terfere. The Crown’s appeal was accordingly dismissed. 
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Foreign Exchange Control Eased 


Over the week-end, heralded by a spate of rather 
wild rumours about imminent freeing of the pound 
sterling, a measure of decontrol of the foreign ex- 
change market was announced. The degree of change 
is not great but there are three important conse- 
quences which may be read into it. 

First, there is the fact of decontrol itself. There 
is clearly a certain amount of thinking going on 
officially, which sees in some decontrol, a logical step 
from some freeing of the structure of interest rates. 
The trend of thinking is certainly towards greater 
freedom from monetary controls. Second, there is 
the fact that the pound is to be very tentatively and 
in a very limited way allowed to be influenced by 
market conditions. Thirdly, there is the fact that the 
foreign exchange market is now open after more than 
a decade of nominal existence and it now has a 
chance to flex its muscles against the day when 
further decontrol may be allowed. 

The control remains largely as before. Only 
authorized transactions may be covered by the banks 
band the ‘spot’ price of sterling remains unchanged, 
„except for a slight widening of the margin between 
buying and selling prices. From now on the banks 
and not the Bank of England will provide cover for 
forward transactions. Rates too. will now float free, 
subject to the steadying influence of an officially 
pegged ‘spot’ price. The immediate purpose of the 
change may be to stop speculation in the pound; 
speculation which has in the last few years on 
various occasions built up to a large and volatile 
influence on this country’s exchange position. But 
here as in other sections of the monetary structure 
controls are being relaxed with circumspection. 
Every move is tentative and no boats are being burnt 
be the monetary authorities. 


A Dollar Exports Council 


The Dollar Exports Advisory Council, which super- 
seded the Dollar Exports Board when it was wound 
up last summer, has in its turn been replaced by 
another organization. The new one is similar in 
constitution though better equipped than the advisory 
body. It is, in a way, a part return to the Board and 
is by that token a recognition that the winding up 
of the Board was a somewhat optimistic, if not hasty, 
measure. 

The new Council is supported by all the- national 
trade and industrial organizations and by the trade 
unions. Indeed, its membership is largely made up 
of diplomats from each side of industry with a draft 
of industrialists who are well known for getting things 

_done. A new feature is that business men in Canada 
-and the United States have been appointed as over- 
sea agents of the Council and provision has been 

made for the ad hoc appearance of higher civil ser- 
vants from those departments likely to be affected ~ 
especially from the Treasury, Board of Trade and 
Ministry of Supply. 

Day-to-day work is being handled by an executive 
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committee and steps are being taken to appoint a 
whole-time executive. These measures for obtaining 
the co-operation of business men oversea and of the, 
civil service will be welcomed. So will the decision 
to set up a full-time secretariat, however small. The 
dollar export.drive is an urgent matter and it cannot 
be handled satisfactorily by busy men only on the 
basis of occasional meeting ~ no matter how able the 
members of the Council may be. 


Financial Surplus for Gas 

In the year ended March 31st last, the nationalized 
gas industry made a surplus of £1,492,784: This was 
after providing £6,874,661 interest on British Gas 
Stock and £350,000 for the Central Guarantee Fund. 
This total surplus was the outcome of nine area 
boards making surpluses of £2,017,192 and three 
making losses amounting altogether to £573,166. 

One of the interesting features of the industry’s 
accounts is its attitude to provision for depreciation. 
The average rate of depreciation on the net book 
value of its assets is 5 per cent. This figure is based. 
on historical cost and several of the area boards are 
setting aside special reserves to span the apparent 
gap between historical and replacement costs. These 
total £625,000. It will be recalled that the area 
boards have a large measure of autonomy, hence 
these matters are an area decision, 

The Gas Council considers that the higher costs 
of new equipment could be met only out of higher 
gas prices or by raising new capital. To take the first 
alternative would mean consumers paying taxation 
on the higher prices. The second alternative means 
raising money at increasing interest rates. The burden 
of enhanced costs is therefore to be taken up slowly 
without violent changes in the price of gas. This may 
be neither a tidy nor very courageous decision but 
it at least recognizes the inevitability of gradualness. 
Higher gas prices will be forthcoming in any case. 
Higher transport charges for coal and an imminent 
price rise for coal itself will both force prices up- 
wards, no matter howskilfully timed price adjustments 


` may be to meet higher capital charges. 


Exports in November 


There was a slight improvement in this country’s 
trade position last month. Exports were at record 
levels — despite the fact that there was a fall in exports 
to the North American Continent. Exports rose to 
£254 million compared with £246 million in October. 
Imports on the other hand fell off from £363 million 
to £329 million. 

Measured in the usual conventional way, the 
visible trade deficit was thus reduced on the month 
from £117 million to £75 million. These provisional 
figures for last month show that there has been a 
seasonal improvement. But how changed the situa- 
tion is compared with last year at this time, can be 
seen from the cumulative deficit. At November 1950 
the conventional adverse balance was only £314 


million. This year at the same time it was £1,113 
million. 
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FINANCE AND COMMERCE 


Restoration of some measure of freedom to foreign 
exchange operations has been generally well received in 
the stock market as another step towards.more normal 
conditions. Generally markets are steadier and the 
gilt-edged tone is less uncertain. Business remains 
restricted. 
Ship Operating Cost 

For the statistically minded, we extract from the 
accounts of the London and Overseas Freighters Ltd 
the analysis of “Where the money went’. The com- 
pany’s fleet at March 31st, 1951, consisted of five dry 
cargo vessels of a total of 52,549 tons dead weight and 
two tankers of 16,325 tons dead weight each. 

Total income is shown as £1,026,133. Out of this, 
the wages, welfare, pensions, etc., of sea-going 
personnel took £146,673 or 14:29 per cent, while 
£46,728 or 4°55 per cent was the cost of their food. 
The maintenance of vessels cost £73,842 or 7:20 per 
cent, and repairs to vessels £138,022 or 13°45 per cent. 
Expenses in ports, including dues and stevedoring, 


were £79,828 or 7-78 per cent, fuel cost £88,138 or 
8-59 per cent, insurance £99,493 or 9°70 per cent, 
and £101,198 or 9°86 per cent was charged for depre- 
ciation. Brokerages and commission totalled £53,256 
or §5°Ig per cent, and administration and miscella- 
neous expenses took £42,247 or 4:12 per cent. Of the 
remainder £91,083 or 8-88 per cent was reinvested in 
the business and 165,625 or 6°39 per cent was paid 
out in dividend. These facts are given in segments 


of a ship’s steering wheel. Simple columnar form, we 


feel, would be better. 

In a short favourable comment on the form of the 
accounts, we place on record the fact that while the 
company is exempt from disclosing certain infor- 
mation relating to reserves and provisions and certain 
details of fixed assets and depreciation under the 
Companies (Shipping Companies Exemption) Order, 
1948, the directors have decided that no useful pur- 
pose can at present be served by such non-disclosure. 
The accounts have been prepared accordingly. 


_ MOCCASIN SHOEMAKERS LTD AND SUBSIDIARY COMPANIES 
Consolidated Balance Sheet as at September 30th, 1951 



































LIABILITIES 
£ £ £ 
Issued and 
1950 Authorized Fully Paid 
Share Capltal 
6 per cent Cumulative Preference Shares 
of £1 each 115,000 110,706 
Ordinary Shares of 5s each 115,000 412,849 
223,555 230,000 223,555 
Capital Reserve 
Excess of Pre-acquisition Profits and 
Reserves in Subsidiaries over prem- 
jums paid for shares as at September 
30th, 1950 š 106,036 
Less Adjustment relating to pre- 
vious years in respect of Eire and 
United Kingdom Taxation 2,500 
106,036 103,536 
Revenue Reserves 
As at September 30th, 1950 904 
Add Transfer from Profit and Less 
Account .. ` DÉI < 6,000 
904 6,904 
6,052 Profit and Loss Account D 10,682 
336,547 344,677 
Amount attributable to Outside 
Shareholders of Subsidiary Com- 
panies 
Preference Shares (with Dividend ` ` 
acerued 26,213 
Ordinary Shares (with share of Reserves 
and undistributed Profits) 498 
26,500 — 26,711 
Future Taxation ~ United Kingdom ta 
19,575 come Tax, 1952-53 ES ji 20,100 
Current Liabilities and Provisions 
48,717 Trade Creditors and accrued er 43,458 
2,675 Bank Overdraft .. ýs A 6,885 
Loans: E 
Directors aie ine. «» 35,067 
Others ex 1,059 
36,301 36,126 
56,974 Current Taxation ae aie 43,031 
Dividends: 
Proposed Ordinary 7,406 
2,172 Preference Accrued .. .- 872 
8,278 
137,778 
£529,461 £529,266 


pantas = 














ASSETS 
£ £ £ 
1950 
Fixed Assets 
Freehold Land and Buildings at net Book 
value, June 12th, 1950, plus additions 
55,691 at cost .. DÉI DÉI 66,925 
Plant at net Book value, June 
12th, 1950, plus additions at 
cost £42,759 
` Less Depreciation to date Il 700 
29,099 31,089 
—— 97,984 
1,397 Investments (nct quoted) DÉI 2,095 
Current Assets 
334,299 Stocks at Valuation of Directors 319,006 
83,563 Debtors and Payments In advance 99,609 
1,528 Bills Receivable .. 2,110 
19,450 Cash at Bank and in hand 5,419 
$ 425,844 
H 
Company Formation Peres dh 5,569 
Less Written off ee d SS 2,226 
4,434 3,343 
S. J. DAVI e 
ROLAND SUNWELL }Directors 
£529,461 £529,266 
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x COMPANIES 
e Consolidated Profit and Loss Account, Year ended 
i September 30th, 1951 
t £ g t £ 
June 12th to 
September 30th, 
1950 
23,187 Trading Profit Ss Së 77,656 
Profit on Sale of Cars .. DÉI 650 
78,306 
Deduct: i 
2,588 z _ Depreciation of Plant on ae 9,112 
191 Loan Interest (gross) os 1,806 
340 Audit Fee ` SC ` 901 S 
— 3,119 P 11,819 
> 20,068 Net Profit for year subject to Taxation 66,487 
\ Deduct Taxation thereon: 
2,818 Profits Tax . .. 16,640 
6,078 United. Kingdom Income Tax .. 19,795 
7 Eire Taxation ae i .. 5,000 
— 9,684 41,435 
10,384 Net Profit for year after Taxation 25,052 
Less: 
2,405 Profit retained in Subsidiaries . 4418 
8 Proportion of Profit to Outside 
12) Shareholders oe 1,093 
Proportion of Formadon Expenses 
4,135 written off . Se 1,276 
3,361 — 6,787 
18,265 
i Add Balance brought forward: at sep: 
tomber 30th, 1950 .. 3,947 
ame 
7,023 22,212 
Deduct: f 
Dividend pald and accrued (less In- 
- come Tax) on 110,706 6 per cent 
Cumulative Preference Shares 
from June (rh, 1950, to Sep- 
tember 30th, 1951 4,647 
Dividend recommended on 451, 396 
5s Ordinary Shares at 124 per cent 
. less tax in respect of year to 
2172 September 30th, 1951 .. .. 7,406 
en — _ 12,053 
4,851 10,159 
Less Transferred to General ep 
904 of a Subsidiary oe ` Ae 6,000 
Balance carried forward at September 
3,947 30th, 1951 si ei . ee 4,159 
Subsidiary Companies: 
Balance brought forward at September, 
30th, 1950 .. DÉI D 2,105 
Add Balance of Net Kron: for the 
year retalned . 4,418 
2,105 ` — 6,523 
me Balance carried forward at September 
30th, 1951, in <Consolidarad Balanco 
£6,052 Sheet .. ee £10,682 


Se 

Note: The emoluments of the Directors of 

Moccasin Shoemakers Led amounted to £12,975 

for the year ended September 30th, 195}, 
Including Fees of £2,100. 





Pension Emolument 


Mr William Longman,-chairman of Longmans, 
Green & Co Ltd, the publishers, gives a reminder 
that ‘the cost of provision for a director’s pension is 
technically a director’s emolument’. 

The board, he says, have decided to extend the 

tablished policy of provision for future pensions by 
KE: up a pensions scheme for directors and thus 

eet the liability as it accrues rather than wait until 
it matures. With provision for pensions, however, 
technically an emolument, it is now found that total 
emoluments have been thus raised to a point in excess 
of the amount authorized. The maximum was fixed 
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at £15,000 two years ago, which still leaves actual 
salaries within the limit, but is insufficient to cover, 
in addition, the cost of the new pension scheme. 

Shareholders were asked to increase the maximum 
remuneration to £20,000, which ‘would allow a 
certain latitude in the event of continuance of the 
inflationary trend’. 

Mr Longman, in his review of business conditions, 
goes into the question of costs, especially the cost of 
the main raw material, paper. At the beginning of the 
financial period, he points out, the price of paper was 
88d per Ib. as compared with zdi in 1939. By the end 
of the period, it was 1s gid and has further gone up 
to 1s 64d. 


Crompton Parkinson 


.A new generation of accountants has arisen since 


Crompton Parkinson Ltd, the well-known electrical 
engineers, headed the revolution in support of the 
single-column balance sheet back in the 1930s. The 
company still presents its accounts in this form. 
Capital, reserves and surplus plus minority interests 
are shown to be represented by the totals for fixed 
assets, trade investments, current assets and goodwill. 
And en the opposite page the detail of fixed assets etc. 
is given. It is a simple method which combines the 
short and the long view. 

This year further changes have been made in the 
form. The transfer of certain items to a schedule to 
the consolidated profit and loss account and of other 
information to ‘Notes on and forming part of the 
accounts’, the chairman explains, has been done to 
relieve the main accounts of detail and thus give 
emphasis to the remaining and more important 
figures. 

Moccasin Accounts 
The accounts of Moccasin Shoemakers Ltd, which 
we reprint this week, ‘will interest particularly the 
several readers who disagreed with the drafting of the 
company’s first accounts issued last year and repro- 
duced in our issue of December 3oth, 1950. 

Items which caused the auditors to state that last 
year’s profit and loss account did not necessarily give 
a true and fair view, as well as other shortcomings in 
the last accounts, have now been rectified. 


Money Market 


The new foreign exchange market developments are 


a natural consequence to the greater degree of 
flexibility infused into the discount market. In so far 
as the banks will now have to finance their own 
foreign exchange business the volume of credit in 
the discount market is further tightened. 

Treasury bill applications on December 14th were 
£234,035,000 and with the market bid at £99 15s 1d, 
the allotment basis was 60 per cent. The average rate 
was 19s 6-86d per cent and this week’s offer is main- 
tained at £170 million. There is no call against 
Treasury deposit receipts and market opinion is 
that the authorities do not intend to make further use 
of such borrowing. 
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CURRENT LAW ` 


Settlement of Patient’s Property : 


A person of unsound mind was possessed of large 
free estate and was life-tenant of two settled funds. 
There was no probability of her ever recovering. It 
was desired to give effect to a scheme by which she 
would buy the reversionary interests of her children 
in one of the settled funds with certain shares in a 
private company which formed her free estate, to be 
settled irrevocably on the children. The question was 
whether there was jurisdiction to permit the scheme. 

The Court of Appeal held that there was, under 
Section 171 of the Law of Property Act, 1925, and 
that the Court was not precluded by Section 171 (5). 
Re Greene ([1928] Ch. 528) followed. (Re C.W.M. 
(Law Journal, September 14th, 1951).) 


Advertising Contract: Duration 


In General Publicity Services Ltd v. Best’s Brewery 
Co Lid the defendants undertook to circulate or dis- 
play tariff booklets provided by the plaintiffs free of 
charge, ‘to their best advantage in the course of our 
business over a period of three years’. After eighteen 
months they sold their hotel and ceased business and 
the plaintiffs sued for damages in respect of loss of 
revenue from advertising. Jones, J., held that they 
could not recover, but the Court of Appeal held 
otherwise. Lord Oaksey said that the defendants 
knew that the plaintiffs were relying on the advertis- 
ing revenue; the contract could not be construed to 
mean that the defendants were entitled to close their 
business and so put a stop to the advertising when 
they chose. The basis of the contract was that it was 
intended to continue for three years certain and the 
plaintiffs were thus entitled to damages. (Solicitors’ 
Journal, October 2oth, 1951.) i 


Contract for Personal Services 


An actress was` engaged to appear in a cabaret at a 
club for one week. After the first performance she was 
told that she was unsuitable and that the engagement 
was terminated. She sought to recover damages for 
loss of publicity and reputation. The defence argued 
that they had engaged her as a substitute for another 
artiste and that they were bound to retain her only if 
suitable. His Honour Judge Archer, K.C., held that 
the defendants had broken their contract, which 
was to employ her for one week. She was therefore 
entitled to damages. (McLaren v. The Chalet Club 
Lid (Law Journal, October 26th, 1951).) 


Liability for Purchase Tax 


The plaintiffs in Cartledge & Son Ltd v. Parker & 
Son undertook to do certain work on a vehicle 
belonging to the defendants, the work being such as 
not to attract purchase tax. After the work was done, 
they were asked to do further work which did attract 


purchase tax. They did so and in due course rendered 
an account which did not include the tax. The 
account not being paid, they sued, with the result 
that the Revenue authorities heard of the matter and 
claimed the tax from the contractors, which the latter 
now tried to claim from the defendants. 

The Grimsby County Court ruled that they could 
not do so. Following Love v. Norman Wright (Builders) 
Ltd ([1944] 1 All E.R. 618) the Court held that the 
contract between the parties carried no implied SH 
that the defendants would reimburse the plaintiffs ip 
respect of the tax and, as Goddard, L.J., said in the 
above case, ‘if a seller offers goods for sale, it is for 
him to quote a price which includes the tax if he 
desires to pass it on to the buyer’. (Law Journal, 
October 26th, 1951.) 


Stamp Duty: Disposition inter vivos 


An author settled his copyrights for the benefit of h 
children, the instrument being chargeable with stam 
duty as a voluntary. disposition inter vivos under 
Section 74 (1) of the Finance (1909-10) Act, roro. 
Adjudication was thus necessary and the Commis- | 
sioners sought particulars of the royalties, as these 
were not given in the deed. The trustees tried to 
compel the Commissioners to adjudicate without ` 
the evidence. The Divisional Court held that the 
Commissioners were entitled under the Stamp Act, 
1891, to require such evidence as they might think 
necessary and, therefore, they could not be com- 
pelled to assess the duty unless the evidence was 
supplied. (Rex v. C.I.R., ex parte Evill and Another: 
(Law Journal, October 26th, 1951).) i 


Discharge of Ship: Indemnity 


Shipowners entered into a contract with stevedores 
by which the former indemnified the latter in respect 
of all claims relating to personal injury by accident 
to the latter’s employees arising out of and in the 
course of the work of discharging a ship, it being a 
condition that the latter were to take all reasonable 
precautions to prevent accident, to comply with all 
statutory requirements and to have all gear regularly 
and properly tested and not to use improper or 
inadequate gear. 

Rigging a tripping line a foreman of the stevedores 
negligently fixed a block and pulley to a lamp- 
holder which was inadequate to the purpose, with the 
result that the block and pulley fell and injured a 
workman. The stevedores compensated the workman 
and sued on the indemnity. J 

Devlin, J., held that improper and inadequate ge 
meant gear used by the stevedores in the course of 
their business and that the shipowners were not 
free from liability under their indemnity. (T. F. 
Maltby Ltd v. Pelton Steamship Co Ltd (Law Times,. 
November oth, 1951).) 
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2 CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for; the opinions expressed. 


Estate Duty: Joint Bank Account 


Sir, — I have been unable to obtain any authoritative 
reply to the following questions, and I shall be obliged 
if any of your readers could enlighten me.: 
Two persons (not restricted to husband and wife) 
have a joint bank account from which either of them 
draw out any amount, and one of them dies. 
(1) Will the cash remaining at the date of death be 
liable to estate duty? (2) If so, will the whole amount 
be liable or any particular proportion? (3) What is the 
duty of the banker under the circumstance? 
Yours faithfully, 


London, N1. F. ALAM, B.com.(LOND.) 


Balance Sheets in the Future 


þr, —I have read Mr MacBeath’s article (The 
"Accountant, December ist), with considerable interest 
but I find it difficult to agree with his suggestion to 
enter fixed assets in the balance sheet at current 
replacement cost. 

The present treatment of fixed assets and depreci- 
ation is surely sound enough in theory and straight- 
forward in its practical application. Expenditure on 
such assets is written off over their effective life, thus 
leaving the capital intact and again available when 
replacement becomes necessary. Charging the dimi- 
nution in value against profits is correct because ‘it 
has entered into and becomes part of the product. . 

In times of rising prices, the remedy is to set aside 
further amounts out of profits in addition to the 
depreciation charge. The profits may not permit 
adequate appropriations of this nature, or other 
factors, such as increased outlay in carrying stocks at 
inflated values depleting the cash balance, may lead 
to insufficient funds being available to meet replace- 
ment costs. In such cases, more capital must be 
introduced, by raising loans or otherwise. 

Adjusting balance sheet values each year will not 
remedy this position nor stop it arising, but will only 
tend to make the document even more difficult for the 
layman to understand. I stand to be corrected, but I 
think it would lead to unnecessarily complicated 
accounting and, as the valuations may. be often only 
a matter of opinion, the publishing of unreliable 
figures. 

Yours faithfully, 

`~ Blyth, Notts. T. S. M. GARD. 
IR, — Mr MacBeath’s article entitled ‘Balance sheets 

in the future” (issue December rst) is a timely one, 

in which he maintains his usual progressive outlook. 

I would venture a few criticisms, however, on the 
new form of balance sheet which he suggests. Mr 
MacBeath adheres to the orthodox form of presenta- 


tion of.the balance sheet, but by accompanying it 

with a balance sheet summary he admits, tacitly, 
that the vertical method of presentation is an im- 
provement. This summary could easily become the 
authorized balance sheet rendering the orthodox 
form unnecessary, and thus avoiding confusion for 
the-shareholder who has little or no knowledge of 
accounting technique. Supporting schedules would 
suffice to keep the balance sheet clear of detail. 

Turning to the balance sheet summary, I wonder 
whether the average shareholder would readily under- 
stand the terms ‘net book value of tangible assets’, 
‘book value of equity’, and ‘nominal assets’ (under 
which heading g oodwill i is included). I suggest that 
he would not Ga that the following draft balance 
sheet (accompanied by percentages) based upon the 
summary given by Mr MacBeath would be more 
helpful: 


BALANCE SHEET (OR CAPITAL STATEMENT) 


Percentage 

Schedule . of Total 

No. i £ £ Capital 
x. Goodwill, SOS and trade 

marks 20,000° 10 


2, Fixed assets 
3- Current assets. 
4. Less Current liabilities 


Sa 120,000 60 
- 140,000 
60,000 





Working capital .. . . £80,000 80,000 40 








; : 220,000 110 
5. Less Long-term liabilities .. 20,000 10 
Total capital or surplus 200,000 , 100 
6. Less Amount set aside for É 
special purposes .. Ss 30,000 ` 15 





Shareholders’ capital and 











available surplus ane 170,000 85 
Applicable to preference share- 
holders: 
7. Preference share capital 50,000 - ‘25 
p £120,000 60 
Applicable to ordinary share- 
` holders: , 
8. Ordinary share capital 100,000 50 
9. Profits retained in the business 
for general purposes , .. 23,000 
I0. Less Capital expenses 3,000 ; 
20,000 10 


£120, 000 Go 


= 





I have provided an alternative title for this state- 
ment as the term ‘balance sheet’ appears, in these 
days, to be inappropriate, and, apart from legal 
requirements, could be eliminated. Although the 
asset ‘goodwill, patents, and trade marks’ ies been 
treated in the orthodox manner, I would recom- 
mend that the asset should be written down if its 
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real value is clearly less than the book value, and 
written off if it is valueless. 

The criticisms made here do not concern the main 
conclusions reached by Mr MacBeath in his article 
and with which, substantially, I agree. I feel, how- 
ever, that an important purpose of the balance sheet, 
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namely that of presenting information clearly to the 
shareholder, is not being fully achieved, because ths 
terms used are not sufficiently plain. 
Yours faithfully, 
A. W. FRYER, A.5.4.A., A.A.C.C.A. 
Great Baddow, Essex. 


INCOME TAX 


WEAR AND TEAR ALLOWANCES FOR MACHINERY 
OR PLANT a 


Alterations to List of Percentage Rates 


The following alterations and additions are the first 
which have been made to the list of wear and tear 
percentage rates published in April 1950. Except 
where otherwise indicated, the rates shown below are 
operative as from 1949-50. 


(1) Building brick manufacture and heavy clay industry 

In addition to percentage rates for use under the normal 
(reducing balance) method, rates for the alternative (straight 
line) method have been determined for use, if the taxpayer 
so elects, in connexion with new machinery or plant. The 
rates are as follows: 


Percentage 
(to be multiplied by 
5/4ths in computing 
allowances) 
Normal Alternative 
(reducing (Straight 
balance) line) 
. method method 


Steam engines, boilers, shafting and 

piping . 5 2 
Conveyors (except ‘claypit), dust 

extraction plant, lifts and hoists, 

gas producer and electrical plant 7% 3 
Claypit conveyors, mixers and 


pumps ro A 
Diesel, petrol. and gas engines and 
water softeners .. si ro A 
Transport: 
Conveyor trucks (hand-opeřated) 
and trailers .. SH 10 4 
Tractor and conveyor trucks 
(petrol, oil and electric) 3 20 9 
Presses and making, glazing, de- 
airing and other process plant: 
(a) automatic and semi-auto- 
matie as of 10 4 
(b) hand-operated Ss 5 
Sandfacing brick and tile machines 15 6} 


Crushing and grinding plant, in- 

cluding screening and milling 

plant, pulverizers and coal, marl, 

etc. disintegrators 10 4 
Sliphouse machinery (blungers, 

arks, sifters, pumps and filter 

presses) .. 10 4 
Clayware dryers (ie. tunnel and 

chamber dryers, but excluding 

open drying buildings and sheds) Io: A 
Continuous tunnel kilns (including 

trucks or cars, tracks, travelling 

belts, propelling mechanism, fans, 

electric elements, fuel connexions 

and mechanical stokers) ae 10 4 


Percentage 
{to be multiplied by 
5/4ths in computing 

allowances) 
Normal Alternative 
(reducing (straight 
balance) tine) 
method method | 


Continuous chamber kilns (includ- 
ing fans, electric elements, fuel ; ~ 
connexions and mechanical 
stokers, but excluding chimneys 
constituting a separate structure) 10 4 

Intermittent kilns (excluding hovels 
and chimneys constituting a sepa- 


rate structure) .. ro A 
Hovels constituting a separate struc- 

ture d & Gr 5 2 
Notes. 


(a) Chimneys constituting a separate structure are 
regarded as industrial buildings and dealt with under 
Part I, Income Tax Act, 1945. 

(5) As regards continuous tunnel and continuous chamber 

- kilns, the cost of rebuilding the firing zone is treated 
as capital expenditure, but other renewals of parts 
are treated as revenue expenditure. 

Percentage 3 

(to be multiplied by 5f4ths 

in computing allowances) 
Normal (reducing 
balance) method 


(2) Crematoria 
Machinery or plant generally fin- 


cluding furnaces). . 10% (1) 
Books of remembrance 5% (2} 
(3) Flour Milling 
The 20 per cent increase above nor- 

mal rates allowed for the period 

from September 3rd, 1939, to 

April sth, 1950, is being con- 

tinued until further notice. 

(4) Furniture manufacture 
Machinery or plant generally . 10% 
(5) Furniture used in hotels, boarding 
houses and restaurants 
Furniture of a permanent and dur- 
able oni (excluding soft fur- 
nishings) SH ro% (2) 


(6) Shipping (steam trawlers) 
As for tankers (see pages 19-20 of ‘List of Percentage 
Rates’) 
(1) Operative as from 1946-47. 
(2) Operative as from 1951~-§2. 


Inland Revenue, 


Somerset House. December 1951. 
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:THE CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY OF LONDON 


THIRTY-EIGHTH ANNUAL DINNER 


The Chartered ‘Accountant Students’ Society of 
London held their thirty-eighth annual dinner at the 
Connaught Rooms, London, WC, on Wednesday, 
December rath, 1951. The President of the Society, 
Sir Harold G. Howitt, ong, D.S.0., M.C., D.L., J.P. 
2.C.A., was in the chair, and members and guests, 
aumbering more than ‘700, were réceived on arrival 
by Sir Harold and by Mr Charles W. Boyce, c.B.£., 
R.C.A., President of The Institute of Chartered Account- 
ants in England and Wales. 

Among those present were the Rt. Hon. Sir Raymond 
Evershed, Master of the Rolls; Prof. E. D. Adrian, 
3.M., President of The Royal Society, and Master of 
Trinity College, Cambridge; the Rt. Rev. the Lord 
Bishop of Peterborough; and 


r C. Percy Barrowcliff, v.s.a.a. (President, Society of 
mcorporated Accountants and Auditors); Sir Harold Barton, 
GA, (a Vice-President of the Society); Sir Henry Clay, 
ÑA., M.comM.; Messrs Leslie Cork; Derek du Pré (Editor, 
The Accountant’), Sir Edwin Herbert (Chairman, Articled 
Clerks Committee of the Council of the Law Society); Sir 
Archibald Forbes, C.A. (President, Federation of British 
Industries); Mr George R. Freeman, F.c.A. (a Vice-President 
of the Society). 

Messrs H. J. S. French, C.B.E., BGL, (Director, London 
& Yorkshire Trust Ltd); M. G. J. Harvey, A.C.A. (Accountant 
ind Appointments Officer of the Institute); Sir Hubert 
Houldsworth, K.C., p.sc. (Chairman, National Coa! Board); 
Mr C. I. R. Hutton, GA, (President, Association of Scottish 
Chartered Accountants in London); Brigadier S. O. Jones, 
».B.E., M.C. (Chief Executive Officer, Sixth International 
Congress on Accounting); Rear Admiral P. K. Kekewich, 
3B. (Master, Merchant Taylors’ Company); Rt. Hon. Lord 
Latham, J.P., F.A.C.C.A. (President, Association of Certified 
znd Corporate Accountants); Mr J. B. Leaver (Chairman, 
Education Committee of the Council of the Law Society). 

Sir Frank Lee, K.C.B., C.M.G. (Permanent Secretary, 
Board of Trade); Messrs C. H. S. Loveday, a.c.a. (an 
Assistant Secretary of the Institute); F. A. Lucraft (Clerk to 
the Special Commissioners of Income Tax); A. S. MacIver, 
v.c. (Secretary of the institute), T: R. Maguire (Member, 
Council of the Stock Exchange); F. A. A. Menzler, C.B.E., 
3.8C., F.I.A. (President, Institute of Actuaries); John Myers, 
CA. (a Vice-President of the Society); Lord Reith, P.C., 
3.C.V.0., G.B.E., C.B., T.D. (Chairman, Colonial Development 
Corporation). 

Mr T. B. Robson, M.B.E., M.A., F.C.A. (Vice-President 
of the Institute); Lord Selborne, P.C., C.H. (Chairman, 
National Provincial Bank); Mr F. C. Simon; Sir Frank 
Tribe, K.C.B., K.B.E. (Comptroller and Auditor General); 
Messrs N. C. Turner, F.1.A. (Member of the Council, Institute 
of Actuaries); L. J. Williams (Joint General Manager, 
National Provincial Bank); Sir Edward Wilshaw, K.c.M.G. 
President, Chartered Institute of Secretaries), Mr R. Bruce 
Wycherley, M.C., F.C.1.8. (Managing Director, Abbey National 
Building Society). 


Foundations of Professional Knowledge 


croposing the toast of “The Students’ Society’, the 
Bishop of Peterborough said: 


‘I do want to pay my tribute to your society, and to the 
large number of young men who, in all sorts of difficult 
kinds of professions today, are preparing themselves in a 
highly competitive world for the occupation of their choice, 


‘I know full well what it means — the long day’s work at 
the office followed up-in the evening by many hours of 
stiff and difficult private study that is absolutely necessary 
if the foundations of professional knowledge are to be 
firmly laid.’ 

Mr B. D. Barton, B.A., A.C.A., Chairman of the 
Committee of the Society, said in his response to the 
toast that the Society was now 4,000 strong. (Applause.) 
It set out to broaden the view of the articled clerk — 
and to help him rest between examinations, for while 
there was absolutely no substitute for examinations a 
man does like to remember that he has other duties. 
He continued: 

‘A society is like a joint-stock company in which each 
member invests something — but his capital must be 
accumulated in terms of toil and labour before he can expect 
to receive a dividend.’ (Hear, hear.) 


In conclusion, Mr Barton told the students that 
their acceptance of a wider responsibility was more 
important than ever. 


Accounts, and Accountant’s in Commerce 


The toast of ‘The Visitors’ was proposed by the 
Chairman, Sir Harold Howitt, who said in the course 
of his speech: 


‘I am sure we are all fully agreed in the profession that 
the clients we have the most difficulty with are those who 
started in the profession — they think they know all the 
tricks of the trade.’ (Laughter.) 

‘I always think that the next time a Companies Act comes 
up for revision a clause ought to be put in it to the effect 
that any qualified accountant who leaves the field of 
accountancy and goes in for commerce should not there- 
after be allowed to have anything to do with the accounts.’ ` 
(Loud laughter.) - 


An Influence to the Good 


Responding, the Rt. Hon. Sir Raymond Evershed, 
Master of the Rolls, said: ` 


‘No business today, whether by accident or design, can 
possibly conduct its affairs unless at some period during 
its annual transactions it has the advice and receives the 
professional services of an accountant’ — (applause) — ‘and 
I have no doubt whatever that if you bring to bear in your 
connexions with those businesses the very highest profes- 
sional standards of integrity you learn as a chartered 
accountant — and which you particularly learn in this 
society — then it will have the greatest possible influence to 
the good upon the whole community.’ (Applause.) 


Professor E. D. Adrian, ON, President of The Royal 
Society, also responding to the toast, told the students 
that they had great responsibilities for the future as 
their profession would always look after the business 
life of the world. 

Mr Charles W. Boyce, C.B.E., F.C.A., President of 
The Institute of Chartered Accountants in England 
and Wales, proposed a toast to the President of the 
Society, which was accorded musical honours. 

Sir Harold Howitt, who was warmly received, 
responded. 
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2 The solution will appear in next week's issue 
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NOTES AND NOTICES 


Personal 


Messrs Rosson, Morrow & Co announce that 
Mr Jan T. Morrow has resigned from the partner- 
ship as from December rst, 1951, and that Mr F. C. 
DE PAULA became a partner at that date. 

. Messrs Gottop, Raup & Wurtz, Chartered 
Accountants, of ro Coleman Street, London, EC2, 
announce that as from December 21st, 1951, they 
have removed their offices to 101 Hatton Garden, 
Holborn, London, EC. Telephones: Chancery 
5157-8-9. ee 

Messrs W. A. Browne & Co and Messrs FAIRBAIRN, 
WINGFIELD. & Wryxes, Chartered Accountants, an- 
nounce that as from December ist, 1951, their 
respective practices are being carried on in close 
association, for the time being from their present 
addresses in the City of London. Mr E. H. Winc- 
FIELD, F,c.A., and Mr V. D. Wes A.C.A., have 
become partners in the former firm and Mr F. R. 
Leeps, A.C.A., and Mr J. V. F. CROWTHER, A.C.A., 
have become partners in the latter firm. 

i Messrs BLAckBurns, Rosson, Corps & Co, 
Chartered Accountants, of London, Bradford, Leeds 
and Manchester, announce that Mr J. F. W. Compton, 
R.D., A.C.A., has retired from the firm on accepting an 
appointment as director and financial manager of 
Nahums Holdings Ltd, 14 Cumberland Street, 
Manchester, and that Mr R. A. DOUGLAS, B.comM., 
A.C.A., A.S.A.A., who has been with the firm for a 
number of years, has been admitted to the partnership 
as the resident partner at their Manchester office. 


Professional Notes 


Mr Bertram Nelson, F.S.A.A., Vice-President of the 
Society: of Incorporated Accountants and Auditors, 
and partner in the firm of Lithgow, Nelson’ & ‘Co, 
Incorporated Accountants, of Liverpool, has been 
elected a member of the Mersey Docks and Harbour 
Board. 

Colonel Thomas C. Squance, 0.B.E., T.D., B.A; 
F.c.A., formerly vice-chairman of the Newcastle 
Regional Hospital Board, has been appointed chair- 
man of the Board. 

E. K. Cole Ltd announce the appointment of Mr 
John Corbishley, A.c.A., as a director, Mr Corbishley 
has been associated with E. K. Cole Ltd since 1932. 
He became assistant accountant in 1941 and was 
appointed director and secretary of Ekco-Ensign 
Electric Ltd in 1947. 

Mr S. J. Pears, F.c.a., has joined the board of 
directors of the British Bank of Iran and the Middle 
East. 

Saunders-Roe Ltd announce that Mr P. D. Irons, 
B.COM., A.C.A, F.C.W.A., who has been secretary of 
the company for seven years, has been elected to the 
board of directors. Mr Irons originally joined 
Saunders-Roe in 1938 to take over responsibility fo 
their financial departments, and has since become A 
director of the two subsidiaries: Saro Laminated 
Wood Products Ltd and Saunders-Roe (Anglesey) Ltd. 

-Mr A. B. C. Denman, A.C.A., has been appointed 
managing director of Coleman & Co Ltd, of Norwich, 
as from January 1st, 1952, and continues as secretary. 


December 22nd, 1951 


7 Obituary 
d Henry FOSBROOKE HOLLOWAY, F.C.A. 


We have learned with regret of the sudden death, at 
the age of 71, of Mr Henry Fosbrooke Holloway, 
F.C.A., partner for 40 years in the firm of Derbyshire 
& Co, Chartered Accountants, of Bentinck Buildings, 
Wheeler Gate, Nottingham, and of London. . 

Mr Holloway joined the firm in 1895 as an office 
boy. He was articled to the late Mr J. N. Derbyshire 
in root, and in 1907 was admitted an Associate of 
the Institute; he was elected a Fellow in 1917. A 
past president of the Nottingham Society of Char- 
téred Accountants, he was also, from -1942-50, a 
member of the Council of the Institute. 

A prominent Freemason, Mr- Holloway held high 
rank in a number of degrees in the Province of 
Nottingham. He was, too, a member of the Chartered 
Accountants’ Lodge. 


Harry Montacu MANN, A.C.A.. 
We have learned with regret of the recent death, at 
he age of 64, of Mr Harry Montagu Mann, a.c.a. 

Articled with Messrs Dixon, Wilson, Tubbs & 
Co, now Dixon, Wilson, Tubbs & Gillett, in 1904, 
Mr Mann was admitted an Associate of the Institute 
in 1911. Shortly afterwards he travelled to China and 
joined the staff of the Shanghai Municipal Council. 
He spent many years in China and at one time was 
president of the Association of Chartered Accountants 
A SE and also commodore of the Shanghai Yacht 

ub. 

Mr Mann was repatriated to this country in 1943. 

On his return he worked as a director of Wheelock, 
Marden & Co, the firm which he had joined in the 
Far East not long before the Second World War. 
, .At the time of his death Mr Mann was chair- 
man and managing director of Whites Shipyard 
(Southampton) Ltd, a subsidiary of Wheelock, 
Marden & Co. 


Christmas Bonuses 
Las rg To Tax 


The Board of Inland Revenue has issued the follow- 
ing reminder to employers: 


Christmas bonuses paid to employees are liable to 
income-tax whether payment is made in cash or in 
something such as savings certificates which can be 
turned into cash. 

A special concession has, however, been made in 
recent years as regards cases in which an employer 
who had been in the habit of making Christmas 
presents in goods to subordinate employees decided 
to substitute gifts of equivalent value in the form of 
savings certificates, savings stamps, national savings 
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gift tokens or direct credits to savings banks accounts 
of the employees. 

In such cases, the value of these substituted gifts 
has not been treated for income-tax purposes as 
income of the recipients. 


Ministry Appointments 


The following appointments have recently been 
announced: i 

Mr C. E. Maher, to be Accountant-General at the 
Ministry of Labour and National Service, in succes- 
sion to Mr T. W. F. Dalton, c.3.£., who retires on 
December 28th. 

Mr H. C. Coleman to be Accountant-General at 
the Ministry of Pensions, in succession to Mr W. C. 
Letts, who retired on December 14th. 


Double Taxation: Finland 


A double taxation convention between the United 
Kingdom and Finland was signed in London 
on December 12th. 

Subject to ratification, the convention provides 
for avoidance of double taxation on income and 
profits and is expressed to take effect in the United 
Kingdom from April 6th, 1951. In general it is 
similar to those already made with the United States 
of America, certain Commonwealth countries, France, 
the Netherlands, Sweden, Denmark and Norway. 


Death Duties ; dei 


Tue DeatH Dores (REVOCATION OF RELIEF. 
AGAINST DOUBLE Dury) (PAKISTAN) ORDER, 1951 


The explanatory note to this Order,! made on 
December 4th, 1951, reads-as follows: i 


The Order revokes the Order in Council dated 
February 2nd, 1895, in so far as that Order applied the 
provisions of Section 20 of the Finance Act, 1894, to 
Great Britain and Pakistan. 

Section 20 of the Finance Act, 1894, provides by way 
of Order in Council for relief from double death duties 
in the case of property situate in any ‘British possession’ 
which does not levy duty on property situated in the 
United Kingdom or in which a reciprocal allowance is 
made. The section provides for revocation of an Order 
in Council made under its terms where it appears that 
the law of the ‘British possession’ has been so altered 
that it would not allow of the making of an Order. 

The reason for the revocation to which reference is 
made in the first paragraph of this note is that the 
present death duty law of Pakistan charges duty in 
certain circumstances on property in Great Britain, but 
does not provide any allowance in Pakistan in respect 
of duty paid in Great Britain on that property. 


LST. 1951 No. 2129. H.M.S.O. 2d net, 





Telephone: Victoria 2002 (3 lines} 
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London and District Society of Chartered 
Accountants 


Mr Noel Hall, wa, Principal of the ‘Adiainiatrative 
Staff College, will address members on ‘Training for 
management’ at a Society meeting on Tuesday, 
January 8th. The lecture will be at 6 p.m. in the Hall 
‘of the Chartered Insurance Institute, Aldermanbury, 
EC, 
The Finance Act, 1951 
DEFINITION OF WHOLE-TIME SERVICE DIRECTORS 


In our third article on the Finance Act, 1951, on 
page 215 of our issue of September 8th, 1951, we 
should have referred to whole-time service directors 
as being whole-time directors who do not control 
more than 5 per cent of the ordinary share capital; 
_ the word ‘not’ was inadvertently omitted. 


First Taxation Conference 


The proceedings at the first taxation conference, 
organized by our contemporary Taxation and held 
at Eastbourne from October 26th—28th, were reported 
in our issue of November 3rd, and are now published 
in book form by Taxation Publishing Co Ltd, 
98 Park Street, London, W1, at 3s post free. 


Recent Publications 


Tue INSTITUTE OF Acruariss’ Year BOOK, 1951-52. 
xv-+ 328 pp. 84 x 54. 3s net. Cambridge University Press, 
Cambridge. 

An EXAMINATION OF THE METHODS OF KEEPING RATE- 


PAYERS’ ACCOUNTS IN ENGLAND AND WALES by a research’ 


group composed of E. L. Jones, F.1.M.T.A., K. Nicholson, 
A.LM.T.A., A.C.LS., D.P.A., F. Lambert, A.1.M.T.A., C. M. 
Spenceley, A.1.M.T.A., D. B. Starke, A.I.M.T.A., A.S.A.A., 
and C, A. Stebbing, a.1.M.T.A., F.S.S. xii+-108 pp. 
84X54. 205 net. Institute of Municipal Treasurers and 
Accountants (Incorporated), London. 

LANCASHIRE COUNTY FINANCE, 1950-51. 28 pp. 8$ X 5H. 
County Hall, Preston. 

BUCKINGHAMSHIRE COUNTY COUNCIL Accounts for the 
Year ended March gist, 1951. 175 pp. 94 X 6. County 
Offices, Aylesbury. 

Locıc BEHIND THE CHARGE OF INCOME TAx, a papér read 
at the Bombay Region Chartered Accountants’ Confer- 
ence, October 1951, by R. K. Dalal, B.COM., F.s.a.A., 

E.C.A. 55 pp. 94 X Dé, 

PROCEEDINGS at the Thirty-second International Cost 
Conference, Chicago, 1951. vi + 170 pp. 9 X 6. National 
Association of Cost Accountants, New York. 

Tue A.B.C. or Income Tax RETURN Maxine, by S. C. H. 
Smith, late H.M. Senior Inspector of Taxes. 307 pp. 
8 X e, Limp cloth cover. 8s post free. Advertiser Press 
-Ltd, Huddersfield. 

INCOME TAXES IN THE COMMONWEALTH, Vol. I. iv + 426 pp. 
84 x 54. Limp cloth cover. 18s net, by post 18s od, His 
Majesty’s Stationery Office, London. 

SKINNER’S PROPERTY SHARE ANNUAL, 1951. xiv + 315 pp. 
10 X 7. 30s net. Thomas Skinner & Co (Publishers) 
Ltd, London. 
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Tue HEALTH Services, Some of their Practical Problems. . 
136 pp. 8$ X 54. 10s 6d net. Published for the Instituse, 
of Public Administration by George Allen & Unwi 
Ltd, London, 

Business Accounts. Third Edition, by L. A. Terry, 
B.COM.(HONS.) and W. T. Smith, M.com. viii + 375 pp. 
84 x 54. 12s 6d net. Sir Isaac Pitman & Sons Ltd, 
London. 

Tue STUDENT’S MACHINE ACCOUNTING Turor, by O. 
Sutton, M.S.M.A., A.C.LS. xiv + 154 pp. 84 x she 12s 6d } 
net. MacDonald. & Evans Ltd, London. 

Case Lore, by Ernest Evan Spicer, F.C.A. xvi + 294 pp. 

9 X 54. 21s net. H.F.L. (Publishers) Ltd, London, and . 
Reinhardt & Evans Ltd, London. 


SEVENTY-FIVE YEARS AGO Kä 
From The Accountant op DECEMBER 23RD, 1876 
Extract from ‘Notes in Passing’ 
The Sun-light 


During one of the recent proverbial dark days R 
Christmas, the Bankruptcy Court became so gloomy 
that the counsel were unable to read their briefs. 
Then oćcurred a colloquy that reminds one of th 
‘Circumlocution Office’ which Dickens so happil 
satirized. It appears that someone ‘appealed to t 
learned judge to use his influence to procure a sun 
light to be placed in the roof.’ Then the learne 
judge replied that ‘he should be most happy to do so; 
and directed the sitting Registrar, Mr Spring-Rice, 
to bring the matter before Mr Hazlitt, the senior 
Registrar, in order that the defect, which his lordship 
said was very detrimental to the public service, should 
be remedied.’ So far, so good; but is it not possible 
that the senior registrar will follow the example thus 
set him, and direct a junior registrar to request his 
chief clerk to ask one of his subordinates to prevail 
upon the usher to command somebody else to go 
buy a sun-light and hire a glazier? And during a 
this delay will not the ‘public service’ be reduced t 
desperation or despair? 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, ‘published by Gee & Co (Publishers) Led, In collabor- 
ation with Taxation Publishing Co Ltd, have the following advantages: 
Reports of every English case are posted to subscribers as soon as possible 1 





a 


after the transcript of his judgment has been approved by the Judge and Is 

available ye EVERY Incame-tax, E.P.T., profits tax, stamp duty and death 

duty judgment In the English and Scottish Courts is reported Ak The reports 

are accredited for citation in Court, and are prepared by Mr N. E Mustoe,_ 
M.A., LL.B., Barriscer-at-Law, and formerly of the Solicitor’s Department of 

inland Revenue Ak The reports include full reports of the judgments with 

detailed head-notes Ak A title and subject Index is provided at the end of 
the year on completion of each volume. 


Annual Subscription 30/+ post free 
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THE PROFESSION IN 1951 


HE progress of the accountancy profession down the years 
has been steady rather than spectacular, and the events of 
1951 have been in keeping with that measured rate of 
advancement. Perhaps the nearest approach to a radical change — 
constitutionally, at any rate — has been the amalgamation of the 
three Scottish societies of chartered accountants, but the fusion 
has been so designed that the new body- The Institute of 


` Chartered Accountants of Scotland — has not only preserved the 


past traditions but has also laid a secure foundation for future 
achievements. Mr ROBERT GORDON SIMPSON, M.C., C.A., of 
Edinburgh, is the first President of the Scottish Institute, and 
Mr E. H. V. McDouea tL, solicitor, has been appointed Secretary. 

Despite the complex financial and economic structure of 
present-day society, the professional bodies have continued to 
interpret the principles of accounting and to apply them with a 
consistently high standard of judgment and integrity. 

The Institute of Chartered Accountants in England and Wales 


‘held its fifth summer course at Christ Church, Oxford; and its 


twenty-second autumnal meeting at Torquay. The Society of 
Incorporated Accountants and Auditors returned for its course 
this year to Gonville and Caius College, Cambridge, where the 
first of the series was held in 1934, and its annual conference took 
place in Dublin. The Association of Certified and Corporate 
Accountants selected Buxton as the setting for its annual con- 
ference. Among the many other professional conferences held in 
1951 was one organized by our contemporary, Taxation, at East- 
bourne, in October, when about 700 guests attended to hear 
lectures by eminent speakers on various aspects of tax law and 
practice and to take part in the subsequent discussions. 

Among the important official publications of the year was a 
long statement by the Council of The Institute of Chartered 
Accountants in England and Wales containing its views, so far 
as they would affect the accountancy profession, on the Carr- 
Saunders Committee’s report on education for commerce. ‘The 
committee’s proposals; the Council concluded, were wholly 
inappropriate for persons wishing to become. members of the 
Institute and, if put into effect, would undermine the Institute’s 
whole system of training under articles. It has since been an- 
nounced by the President of the Institute that in consequence of a 
meeting with senior officials of the Ministry of Education, it is 
now clearly understood that the Minister would not consider any 
move which might affect the interests of the Institute, without full 
prior discussion with the Council. : 
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_ Three other publications during the year by 
the Council of the English Institute, which 
occasioned much interest, dealt respectively with 
the suitable presentation of statistics in company 
reports, the accounting implications of the Town 
and Country Planning Act, 1947, and the alloca- 
tion of overhead expenses. Also, this year, the 
joint exploratory committee appointed in 1945 
by The Institute of Chartered Accountants in 
England and Wales and the National Institute of 
Economic and Social Research, to define the 
‘more important terms commonly used by 
accountants and economists, and to examine the 
major accounting concepts, published its report. 
Because of differences in the objectives of the 
two groups — the accountant’s efforts are directed 
primarily to serving the companies and indi- 
viduals who are his clients, whereas the economist 
works in a more impersonal and comprehensive 
field which may embrace a complete industry or 
even the whole community — the members of the 
committee were unable to reach agreement, but 
many misunderstandings were removed and this 
should be of value in future discussions. 

Two important announcements were made 
during the year concerning the status and interests 
of the accountant in industry. The first was the 
intimation in September by the Institute of Cost 
and Works Accountants that its members were 
considering a scheme to establish the Fellowship 
grade of their Institute as a qualification in 
management accountancy. The Council of that 
Institute considers that as the training and back- 
ground of its members already go a long way 
towards providing an overall qualification in 
management accounting, the proposal is no more 
than a logical extension of its existing activities. 
The other announcement, made at the December 
meeting of the Council of The Institute of 
Chartered Accountants in England and Wales 
and dealt with in a leading article in this journal 
two weeks ago, was that a sub-committee of the 
General Purposes Committee is to be set up to 
advise the Council on matters relating to the 
interests of non-practising members of the 
Institute. Any practical step towards a better 
understanding of the ways in which the 
accountancy profession can be of help in indus- 
try is to be welcomed, for, as SIR ARCHIBALD 
Fores, C.A., said in a stirring address at the 
annual dinner in October of the Association 
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of Scottish Chartered Accountants in London, 


‘It seems to me that your profession is closer than ` 
any other to the industrial and commercial world. 
And that being so, you have an admirable oppor- 
tunity -no one better — to assess and pronounce 
upon the various problems which perplex the 
business world, and any such pronouncement by 
you people would be accepted as a balanced one, 
because it would be based not only on experience 
but on complete independence.’ 

Mr CHARLES WILLIAM BOYCE, C.B.E., F.C.A., 
was elected President of The Institute of Char- - 
tered Accountants in England and Wales in 
June, and Mr CHARLES PERCIVAL BARROWCLIFF, 
F.S.A.A.. became President of the Society of 
Incorporated Accountants and Auditors in the 
same month. It is gratifying to note that the 
Society’s hall which was seriously damaged in 
1944 has been restored. ` 

Five accountants were elected to Parliament at 
the General Election in October as compared _ 
with six at the election held in 1950. Two of these - 
have received junior Ministerial appointments, 
COMMANDER T. D. GALBRAITH, R.N.(RETD.), M.P., 
c.A., as Joint Parliamentary Under-secretary of 
State for Scotland, and Mr A. E. Marp.es, M.P., 
A.S.A.A., aS Parliamentary Secretary to the 
Ministry of Housing and Local Government. 
From the House of Lords, Tur Lord Dr L’Isiz 
AND DUDLEY, V.C., M.A., A.C.A. has joined the 
Government as Secretary of State for Air. 

The problems which face the profession in the - 
year ahead are crystallized in the five subjects ~ 
chosen for discussion at the Sixth International 
Congress on Accounting to be held in London 
next June. These are (1) fluctuating price levels 
in relation to accounts; (2) accounting require- 
ments for issues of capital; (3) the accountant in 
industry; (4) the accountant in practice and in 
public service; and (5) the incidence of taxation. 
In bulk they constitute a formidable challenge 
which, we feel confident, will be nobly met by 
the present guardians of the profession when they 
assemble for their deliberations under the presi- . 
dency of Sım Harotp Howirt, Geng, D.S.O., 
M.C., D.L., J.P., F.C.A. There is nothing more 
stimulating than the interchange of ideas, and ifs 
the events of the past year are any indication, then 
the profession in this country, which has a mental 
vigour and vigilance keener now perhaps than at 
any previous period in its history, should make a 
notable contribution to the international counsels. 
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FLOAT ING A PRIVATE COMPANY 


by B. G. ROSE, A.C.A. 


` An outline ES the considerations arising and steps to be taken when applying for 
quotation of a company’s shares on a recognized Stock Exchange. 


HE object of this article is to examine 
some of the considerations which will 
arise when a business hitherto carried on 
as a private limited company seeks a quotation 
on the Stock Exchange for part or the whole of its 
share capital. It is assumed that the. business is of 
the requisite size to justify such a step, and that its 
profit record and financial position are good enough 
to make likely the success of such an operation. 
Much will depend on whether it is intended to 
make an issue of shares to the public, i.e. look for 
new money, or merely to obtain a quotation for 
share capital which is already issued. In either 
case it will be necessary to secure specialist advice 
from an issuing house or a firm of brokers as to 
the terms on which the shares can be offered to 
the public, and the same issuing house or firm of 
brokers will usually arrange for any necessary 
underwriting and superintend the operation 
generally. 
This article deals with the case where only 
shares already iri issue are to be quoted, and there 
is no new money to be found. 


' Reorganizing the Share Capital 

The first step will be to look at the share capital, 
which in the case of many private companies 
bears no relation to the net assets, and does not 
cater for the needs of the investing public. Often 
there is a class of preference shares which was 
issued years ago for special reasons, to which 
rights are attached that are unrealistic by today’s 
standards. The ordinary shares may be few in 
number but of high denomination, or there may 
be deferred shares with exceptional voting and 
dividend rights. ~ 

In these and similar cases the share capital 
will have to be reorganized. Small issues of 
preference or deferred shares with special rights 
will need to be converted into ordinary shares. 
If the existing members wish to retain all the 
ordinary shares and to place on the market 
preference shares only, a new class of such 
preference shares may need to be created by 
“conversion of part of the ordinary shares, with 
such rights as to dividend, redemption and 
repayment of capital in a winding-up, as will 
enable such shares to be placed at or above par, 
in the market conditions of the time. Ordinary 
shares of high denomination will, if they are to 


be quoted, need to be subdivided. If the ordin- 
ary capital is small in amount, or if there exists a 
large preference capital in issue, the ordinary 
capital itself may need to be enlarged by a ponte 
issue out of free reserves. 


Procedure 
There is usually little difficulty about these 
steps, except the last-mentioned. The cancella- 
tion of special rights attaching to preference or 
deferred shares normally needs the consent of a 
separate class meeting, and a special resolution 
of the company. The creation of a new class of 
preference shares will need a special resolution of 
the company. The rights attaching to these shares 
are usually defined in the special resolution; 


‘mostly such shares are cumulative as to dividend; 


they confer voting power only in the event of the 
dividend being in arrear; they may be repayable 
at some premium in a winding-up but do not 
normally participate further in profits or assets; 
and they may be redeemable. The subdivision 
of existing ordinary shares is a simple matter. 
None of the steps so far discussed needs the 
consent of any one other than the company or 
some class of its members. But where a bonus 
issue is contemplated, consent of the Treasury is 
needed, if the amount thereof, together with 
previous issues of share or loan capital within 
the’ preceding twelve months, exceeds £50,000. 


Articles, Service Agreements and Taxation 
Position 
The articles of association will probably need 
alterations or additions in order to comply with 
the rules of the Stock Exchange. The directors 
may have been free to draw such salaries as they 
or the controlling shareholders thought fit. In 
order to protect the public and secure continuity 
of management, the directors are normally asked 
to enter into service agreements for a term of 
years at a definite remuneration. If the company 
is one which has been or continues to be subject 
to the sur-tax legislation of Section 21, Finance 


‘Act, 1922, and to estate duty under Section 46, 


Finance Act, 1940, the existing shareholders 
may have to indemnify the company against these 
contingent, and often remote, liabilities. In this 
connexion a clearance for sur-tax from the 


. Special Commissioners under Section 18, Finance 
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Act, ‘eis: up to the date of the last accounts will 
be useful. 


Legal and Stock Exchange Requirements 


Frequently, the placing of the shares itself does 
not require Treasury consent, but it may do so, 
if within the previous two years any share or loan 
capital has been issued without specific Treasury 
consent, e.g. a bonus issue of under £50,000. 
In that case Treasury consent is needed for any 
public offer for sale (S.R. & O. 1947, No. 946). 
Similarly, a prospectus within the terms of the 
Fourth Schedule to the Companies Act, 1948, is 
not normally required, but a statement in lieu 
thereof will have to be filed with the Registrar 
of Companies, together with certain documents. 
The company must also publish an advertise- 
- ment, which complies with the rules of the Stock 
Exchange, and which must contain information 
similar to that contained in a prospectus under 
the Companies Act. In some respects, the Stock 
Exchange requirements are more stringent, e.g. 
the Companies Act requires the auditor’s report 
to deal with five years’ profits and losses whereas 
the Stock Exchange prescribes a minimum of 
ten years. The relevant rules are contained in 
Appendix 34 to the Rules of the London Stock 
Exchange; the provincial Stock Exchanges have 
substantially similar requirements. 

The advertisement is usually drafted by the 
company’s solicitors, but the auditor is responsible 
for drafting his report on the profits and losses 
of the past ten or more years, and on the net 
assets of the company at the date of the last 
accounts. The report must contain a statement of 
the directors’ emoluments in the latest financial 
year, and what those emoluments would have 
amounted to under the arrangements in force at 
the date of the report. A statement is normally 
‘required as to the comparison between deprecia- 
tion written off in the accounts and capital 
allowances granted for tax purposes over the same 
period.- 

Past Profits and Losses 
The auditor must supply the Stock: Exchange 
with a statement of the adjustments he has made 
in arriving at the profits and losses shown in his 
report. This statement should be in the prescribed 
form, and begins with the increase or decrease 
in profit and loss account balance, shows the 
transfers to and from reserves, all items which. 
would have had to be shown in the profit and loss 
account if the Companies Act, 1948, had been 
in force throughout the period, and any special 
adjustments made for 
together with the reasons therefor. The resulting 
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net total is the profit or loss figure shown in the 
‘report, and while the procedure is essentially 
simple, difficult questions have to be solved 
sometimes, e.g. in deciding how deferred repairs 
are to be spread over the period, or into which years 
certain provisions for losses, say, on Government 
contracts, properly fall, or whether any profits 
are exceptional and ought to be excluded. 

So long as the minimum ten-year period covers 
some war years, this sort of question is bound to 
arise in many.cases. The report must also contain 
information as to the amount of excess profits tax, 
national defence contribution, and profits tax 
paid in respect of each financial year, although this 
information is often meaningless. Where the com- 
pany has subsidiaries, group figures are required. 


Special Points 


The above is a general outline of the procedure, 
but some points merit special consideration. For 
example, the existing shareholders may be willing 
to dispose of some of the ordinary shares but may 
wish to retain sufficient to give them control. 
So long as the Stock Exchange Committee are 
satisfied that the shares to be offered to the public 
are sufficient to constitute a market, there is no 
difficulty about this. The directors will have to 
make up their minds and indicate in the adver- 
tised statement what dividend they propose to 
recommend jn future on the reorganized ordinary 
share capital, and this will be a major factor in 
assessing the price at which the shares can be 
offered. Normally the proposed dividend should 
be rather more than twice covered by the antici- 
pated earnings, if the investment standing of the 
shares is to be a good one. 

If the company is one which deals in a well- 
known product, or has a famous name or 
numerous local connexions, the demand for the 
shares from the public is likely to be higher than 
it would otherwise be, and the placing price can 
consequently be somewhat higher. The brokers 
or issuing house who are handling the placing 
will want to know a good deal about the manage- 
ment, and its continuity; this may not figure to 


‘any extent in the advertised statement, but it 


will certainly affect the placing, price. Finally, 
difficulties in obtaining the necessary Treasury 
consent to reorganizing the existing share capital 
by bonus issues can often be got over by incor- 
porating a new company with the required- 
capitalization, to which the existing undertaking 
will be transferred, or which will hold the share 
capital of the existing company, but the taxation: 
repercussions of any such reconstruction will 
need to be watched. 
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REMINISCENCES OF A CHARTERED ACCOUNTANT 
by HERBERT A. ADAMS, A.C.A. 


T- is the time of the year when 
‘accountants look back over the past year 
to view what has taken place before certi- 
fying that the balance sheets they will shortly 
sign represent a ‘true and fair view’. 

In these reminiscences I am going back further 
than one year ~in fact, I am taking a quick look 
over the past twenty-five years to see what has 
been happening to our profession. What view 
can we take of ourselves and what sort of a 
certificate will the general public give us for our 
efforts over the last quarter of a century? 


í 


: Articled Clerks 

_ I begin with my first contact with the profession. 
_ The first day of my articles was spent in learning 

the gentle art of ‘ticking’ and adding up long 
. columns of figures in a client’s day book. A few 
' days later I excelled myself by upsetting a bottle 
' of violet ink over a ledger. Unfortunately, it was 
| no ordinary ledger, for it was none other than 
,. that belonging to a Masonic lodge, an institution 
_ to which the senior partner, with whom I was 
working, was “deeply devoted. I expected a 
, torrent of language from my bearded boss and 
to be banned for ever from entering the pro- 
fession. Imagine my surprise when he expressed 
more concern for my suit than for the ledger and, 
far from being annoyed with me, he was most 
sympathetic. That incident taught me two attri- 











In my view, the lot of the articled clerk has 


ears, but there is still room for further improve- 
ment. In my day the articled clerk had very little 
time off for his examinations and was, therefore, 
obliged to give up most of his evenings to study 
after a hard day’s work at the office. I am a great 
eliever in work, not only as a means of earning 

livelihood, but also as a means of providing 
atisfaction for the soul. In my time some of us 
ad too much work, especially those of us who 
were engaged on audits away from home. Then, 
as now, the articled clerk was sometimes used as 
a source of cheap labour, instead of one who had, 
in those days at any rate, paid to be taught the 
rudiments of the profession. 


improved considerably over the past twenty-five 


Principals are busy men, but if they are too 
busy to devote some time to training articled 
clerks, or to arrange for someone else in the office 
to do so, they should not take on articled clerks. 
I still remember returning to the office on some 
Saturday afternoons to study clients’ income-tax 
files, instead of enjoying a round of golf. 


Taxation on Saturday Afternoons 

I contend that every clerk who has passed his 
Intermediate examination should have the oppor- 
tunity, in office hours, of getting some practical 
experience of taxation. Personally, I do not regret 
that self-imposed task, for I learnt.a lot about 
taxation from a perusal of those files. Those 
Saturday afternoons put life into a subject which 
had previously been looked upon as ‘dry bones’. 
It gave the subject a human interest, and what 
qualified accountant has not later found how 
human — or rather inhuman — a subject it is! 

The articled clerk of today has a much wides 
choice when he has passed his Final, than had his 
predecessor. He can either elect to stay in the 
profession as a practising accountant, or enter the 
portals of industry, where the number of posts 
awaiting him are many and varied. Furthermore, 
his advancement is far more rapid in these days. 
However, he still has to pass his examinations 
and perhaps it may not be out of place to offer a 
few words of comfort to those articled clerks who 
feel, as I did, that a lot of knowledge acquired for 
examination purposes will not be used in later 
life. This is. just not true, for over the years I 
have been amazed how often I have made use of 
such knowledge. Furthermore, it is a great asset 
to know where to find certain information when 
one needs it in a hurty. 

So much for chartered accountants in embryo, 
now for the profession itself. ` 


Years of Advancement 
The last twenty-five years might well be called 
the years of advancement. In the late 1920s the 
general public knew little about chartered 
accountants apart from one or two prominent 
members, such as ‘Sir William Plender and Sir 


` Gilbert Garnsey; the rest were regarded as 


gentlemen who worked wonders with figures and 
periodically shut themselves away and ‘hatched 
out’ a balance sheet. - 


618 


How different is the position today when we 
find: accountants directing industry, sitting on 
Royal Commissions, and advising large sections 


of the community on taxation matters. How has . 


this rapid change come about? It has been 
brought about by a process of evolution. The 
vast growth in industrial organization, the 
expansion of the affairs of State and the keen 
‘competition of the modern world, demanded men 
of financial skill, integrity, and sound business 
training. Fortunately for the profession it had, 
‘during that time, members who had the courage, 
conviction and the skill to break new ground. 
The profession will ever be indebted to those 
members who, not content to sit in cosy offices 
commenting on past history, entered the indus- 
trial field to put their theories into practice. It is 
to such men that we owe the development in 
machine accounting, standard costing, budgetary 
control and management accounting, and here I 
should like to record that management accounting 
is not a new science which has recently been 
imported from the U.S.A. — although recent pro- 
nouncements would have us believe so — it was 
very much in the mind of that eminent accountant 
Mr F. R. M. de Paula, opp, F.c.a., and others, 
are back in 1927. I have yet to read a clearer 
nd more precise exposition of ‘Accounts as an 
aid to management’, than that given by him ina 
lecture under that title, delivered to the Office 
Users’ Association, on November gth, 1927. 


Office Machinery 

Looking round the office machinery in an indus- 
trial office today, one is rather apt to feel that 
such machines have been in use for very many 
years and the days when bank clerks used to 
write out the pass-book in a somewhat laborious 
manner, belong to the dim and distant past. 
Many readers may therefore be surprised to read 
the following extract from the leading article of 
The Accountant dated January 5th, 1929: 

‘During the year the steady development of 
commercial methods has continued and has been 
illustrated by one or two remarkable examples. The 
Midland Bank has committed itself to a very con- 
siderable and important step in inaugurating the 

. change-over from hand-posting to machine-posting 
including the abolition of the old-fashioned pass- 
books.’ 

In the same year we also find that the mechan- 
ization of the ledger-keeping of the Post Office 
Savings Bank was completed. 

Scientific developments in microscopic photo- 
graphy have now made it possible for a business 
executive to examine reproductions of important 
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documents, with the minimum of effort, although 
the originals may be filed many miles away from 
his office. 

Taxation 


A review of the past twenty-five years would be 
incomplete without some reference to taxation, 
for the increase in the rate of taxation and the 


-intricacies of the various Finance Acts have been 


a contributory factor in the growth of the pro- 
fession. Readers may be somewhat amused at the 
following extract from The Accountant of January 
5th, 1929: 

‘It now seems clear to us, however, that a 
standard rate of 4s in the £ is a fixture for the next 
generation and longer. Whatever may be thought 
about the crushing burden of a 20 per cent drain 
on industry, it must be admitted that there are 
advantages in steadying the standard rate.’ 

How gladly would we have entered into a con- 
tract to stabilize at 4s in the £! 


Membership 


The growth of the profession over the last quarter 


of a century has been astonishing. In this short 
period the number of members of the Institute 
has more than doubled as shown by the following 
figures: l 

NUMBER oF EACH CLASS OF MEMBERS 











England and Wales 1927` Wett 
Fellows in practice .. 1,508 © 3,344 
Fellows not in practice 115 388 
Associates in practice 2,079 2,884 

` Associates 

not in practice 2,760 7,325 i 
l Gees 6,462 — 14,441 

Not in England or Wales 1927 LOST 
Fellows Së e 20 185 
Associates 766 1,453 

—— 780 1,638 
7:242 16,079 











The significant feature of these figures is the 


remarkable increase in the number of associates 
not in practice in England and Wales. These have 
increased from 2,760, as quoted in the year book 
of 1927, to the current figure of 7,825, 
there has only been a small increase in thel 
number of associates in practice. 

It has been said that this world was created for 
accountants. If that is so, we have been a long 
time discovering it, for it is only during the last 
quarter of a century that the profession has 
reached its rightful place in society. The growth 
of the profession is not surprising when one 
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" considérs the various duties performed by an 
accountant in the modern world. These duties 

“were very neatly summed up by Sir William 
Plender, as he then was, in an address -given at 
‘our jubilee meeting: 


“Today, a chartered accountant’s experience is 
not limited to the auditing of accounts, nor is his 
practice confined to that class of work only, but he 

‘is able, from the knowledge he obtains in dealing 
, with undertakings which come under his obser- 
i vation, to advise boards of directors, individual 
manufacturers, merchants and others, on financial 
.. and business questions generally, on administration 
; and costing, and he assists largely in amalgamations 
and in the adjustments of capital arising on re- 
organization of businesses. No company issues a 
prospectus containing a statement of profits with- 
out a public accountant reporting on them and on 
, not a few company prospectuses which are now 
issued, the name of a chartered accountant as a 
saember of the board will be found. The liquidation 
of companies, the office of receiver and manager, 
and that of trustee in bankruptcy or under deeds 
of assignment, is as a rule in the hands of a qualified 
public accountant. They also act as arbitrators or 
umpires in cases where profits and the value of 
shares are to be determined.’ 


ër ZEN 


Accountants as Directors ` 


'Now that so many accountants are firmly seated 

on the boards of public companies, it is hard to 
believe that just over twenty years ago there were 
‘very few accountants on the boards of public 
companies and that the growing ‘practice of 
appointing accountants to the boards of directors 


was arousing a certain amount of criticism from’ 


*“ various quarters. The main line of criticism came 
irom those people who maintained that whilst 
he ideals of accountancy embodied caution and 
srudence, the industrial depression, through which 


hecountry was then passing, needed men of daring . 


ind those willing to take a chance on the future. 
Looking back to those years, we now see how 
kese men who were willing to take a chance, 
‘iceeeded in dissipating the assets of their share- 
,olders. In fact, the present practice of appointing 
iccountants to boards of directors may have 
EH through shareholders’ dissatisfaction with 
hose directors who, without the necessary 
“usiness acuinen and training, were prepared to 
ake bold decisions without being aware of the 
ect of their deliberations. 

TT The introduction of accountants to the board 
Dom has now met with general approval and so 
veil has this arrangement worked out, that we 
iow find many accountants as chairmen ‘of boards 
bf directors. 
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The Future 


What can one say of the future, except to note 
that it is moulded out of the past? Naturally, I 
claim no knowledge of what will take place in the 
future, I merely have ideas on future trends and 
some views on what should take place. 

In recent years our minds have been very much 
exercised with the almost machine-like rate at 
which legislation has reached the statute book. 
The number of Acts with which we have had to 
familiarize ourselves in the last twenty-five years 


ig astounding. Year by year our responsibilities 


are increasing and we must be ever mindful of 
the high esteem in which we are held by the 
general public. From time to time Acts are 
passed, such as the Companies Acts 1929 and 
1948, which not only extend our responsibilities 
but more clearly define our duties. From time to 
time cases are decided in the Courts which are of 
supreme importance to the profession. Our 
watchword for the future, therefore, might well 
be ‘vigilance’, for we know not when circum- 
stances will again arise, as those in 1932 which 


` resulted in the following appearing in a leading 


article in The Accountant: 

‘Coming to more domestic matters, it is not too 
much to say that the year has also been one of crisis 
in the accountancy world, and the profession, too, 
has problems to face, which within.their limits, are , 

_of the utmost importance. In the minds of account- 

ants the Royal Mail Steam Packet case has over- 
shadowed all other matters of professional interest, 
and at no time has public opinion been more 
prominently directed to the duties and responsi- 
bilities of accountants and the relationship of 
auditors to shareholders and directors.’ 

Recently, of course, our minds have been 
exercised with the. Companies Act, 1948, but 
now we have thrashed out its various implications, 
we are able to turn our minds to other subjects. 

As I look into the future, I feel that the training 
of articled clerks will again come up for discus- 
sion, We shall probably see those articled clerks 
who invend to enter industry, spending some 
part of their articles with chartered accountants 
engaged in industry. In so doing they will acquire 
valuable experience to equip them for their future 
responsibilities. 

In the future-we shall also probably have a 
larger proportion of industrial accountants on the 
Council. 

In the Year 2002 
In the year 2002, the accountant will probably 
look back to the present office machinery in 
use and regard it as archaic. The Accountant will 
also be publishing letters indicating that the batties 
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ranging over LIFO and FIFO are by ño means 
over. I dare not predict that income-tax, as such, 
will be abolished in the future, for fear of being 
ostracized by the profession for suggesting the 
elimination. of a most lucrative source of income. 

In fifty years’ time, however, agitation will 
probably be taking place in certain quarters for 
the replacement of income-tax, profits tax and 
sur-tax, by one inclusive tax known by some such 
name as an ‘output tax’, the assessment of which 
will be far more simplified than at the present 
time. Remap the statisticians would care to work 
out how much it is costing the nation in man- 
hours to collect the existing taxes? Time spent by 


civil servants, accountants and taxpayers in filling ` 


up forms, and in presenting figures, must be 
staggering. 

Over the next fifty years it is also likely that 
the present method of declaring dividends as a 
percentage of the issued capital will be super- 
seded by a declaration on the capital invested. 
There will also be a greater interchange of ideas 
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between accountants in this country and those 


overseas, with a resultant benefit to all concerned. _ 


In the future the profession will also benefit by 
a greater influx of university graduates. In the 
past the accountant has been so. tied up by his 
day-to-day activities that he has had little time 
available for research. 

No profession can live on its past, and we look 
to the younger generation to keep up the high 
standard which our predecessors have set. There 
are still partially unexplored subjects, be thev in 
the realms of management accountancy or in the 
unexplored regions which lie between the world " 
of economics and that of accountancy. 


H 


J: 


We can look forward to the future with con- . 


fidence, knowing that’ our services will be 
required in many spheres of life. It will not be ` 
long, however, before our minds will be very ` 
much concerned over the severe competition 
which is coming to our industrial markets from 


Japan and Germany. Let us, therefore, be ready ` 


Ka 


to play our part. 


NORTH AMERICAN COMMENTARY—XXX 


Current Accounting Opiniens in the United States and Canada ` 
by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A(S.A.), 


Professor of 


Journal of Accountancy, 
New York, October 


Profits in Disfavour 


EFERRING to observations of The 
R Economist and The Accountant on labour’s 
hostility to profits, the editorial urges 
accountants to face the challenge since ‘the 
measurement of profit is their business’. In 
another connexion the editorial announces that 
the Business Income Study Group of the Ameri- 
can Institute of Accountants is, after four years 
of study, about to make a final report. Sv.ae forty 
persons have been engaged on the report, in- 
cluding economists, lawyers, business executives 
and certified public accountants. It is considered 
that this will be 
‘the first serious effort to analyse the conflicting 
concepts of business income in the light of historical 
developments and to point the way to a rational 
reconciliation of these views.’ 


Codification of Statements on Auditing 
Procedure 
The hides Institute’s Committee on Auditing 
Procedure has now conned the- twenty-four 


Je 
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Accounting, McGill University, Montreal 


statements published since 1939 and is dis- 
tributing them at the price of 31-00. It is pointed 
out that the section’on inventoriés and receivables 


is of particular importance as having set new ~ 


standards, and it is true that these are consider- 
ably more stringent than accepted practice in 
Britain demands. The new booklet is hailed as a 
useful tool for every practising certified public 
accountant. 


Accurate Sales Forecasts by Index 


Mr J. P. Compton, Assistant Treasurer, American 
Asphalt Roof Corporation, Kansas City, em- 
phasizes the modern role of the accountant as 
forecaster, not historian, of business. He quotes 
his company’s practice ‘of going back ten years 
and determining what percentage of total yearly 
sales is represented by sales of each month and 


` quarter. While monthly figures have been foun? 


to fluctuate quite widely there is comparative Se 


little variation in the quarterly ones. Thus if t.2 


. ten-year average for the first quarter is 75 per 
. cent of the year’s total it can reasonably be 


expected that the current year’s sales will not 
vary by more than 2 per cent either way from the 
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forecast on that basis. The vital thing is that the 
reason for any variation shal! be known not to-be 
‘an error of judgment, or incompetence, or to be 
‘due to organizational weakness. 


New York Certified Public Accountant, 
New York, October 


Simplifying Financial Statements in 
Prospectuses E 


Mr Edward T. McCormick, a commissioner of 

` the Securities and Exchange Commission, is 
reported to have said a year ago at the annual 
meeting of the American Institute, that the 
presentation of financial facts in prospectuses has 
lagged far behind the non-financial section. He 
stated that the classical forms of balance sheet and 
income statement, still required for disclosure in 
prospectuses, were unintelligible to the lay in- 
vestor. As a footnote to these remarks, Mr Louis 
H. Rappaport, c.p.a., reports that, early this year 
the Commission circulated for comment pro- 
-posals, among other things, that the prospectus 
contain a summary of earnings together with a 
statement of financial position. All conventional 
balance sheets, income and surplus statéments 
would be filed with the Commission but not 
included in the prospectus. No actual revision 
has yet been made.along these lines. 


The Canadian Chartered Accountant, 
Toronto, October 


Employment Shortage in the Accounting 
Profession 


Recruitment of accounting personnel is, says the 
editorial, perhaps the most serious problem 
facing the profession in Canada today. This 
subject was raised again and again at the annual 
meeting of the Canadian Institute of Chartered 
Accountants, at Banff, last summer. The account- 
ing profession has enjoyed the advantages of 
Canada’s ever-growing economic activity, but 
_a‘chronic employment shortage has developed 
and ‘there is no prospect of its disappearance in 
the foreseeable future’. 


Organization in the Professional 
Accountant’s Office 


vans 


WI D Tas H 
2, an excellent and exhaustive discussion, Mr 


apl- Bruneau, Lac, COM., C.A., reviews the 
oroblems of professional accounting firms in 
Canada. He tells how, where the size of the 
organization permits, a research department may 
centralize a number of’ technical problems, and 
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. ensure the maintenance of uniform policies and’ 


procedures. It will keep the accounting staff in 
touch with the latest publications, preparing a 
library catalogue for their use and extracting the 
more important information from the tax services 
to which the firm subscribes. In the larger firms 
it will prepare a staff manual and from time to 
time convene office conferences for discussion, 


The Thirteen-period Accounting Year 


In an article of extraordinary interest, reprinted 
from the March 1951 Bulletin of the National 
Association of Cost Accountants, Mr Lawrence P. 
Jennings of the Office Methods and Procedures 
Division, Caterpillar Tractor Co, discusses the 
advantages of obtaining properly comparable ac- 
counting periods by dividing the year up into 
13 periods of 4 weeks or 28 days. Variations can, 
thus be traced directly to operating causes with- 
out considering calendar irregularities. 

“But he points out certain disadvantages, such’ 
as the fact that legal holidays. will still upset a 
nur ber of periods and that the additional closing 
caused by tue thirteenth period may be a serious 
matter. He therefore tells of another solution 
found by his company, which has a plant-wide 
vaton shut-down of two weeks. It takes as its 
unit a 21 work-day accounting month based on a 
five-day week. In an ordinary year, deducting 
Saturdays, Sundays and six legal holidays, there 
are 255 work-days allocable over twelve working 
months, making 214 work-days for each work- 
ing month. The odd quarter day each month is 
relegated to the vacation month by the expedient 
of marking off on the calendar periods of 21 
working days from January 2nd to the end of the 
last complete 21 work-day period before the shut- 
down in August. Similarly, periods of 21 working 
days are marked off, counting back from the last 
work-day in December to the first complete 
21 work-day period after the shut-down in 
August. | 

The days between the end of the period before 
the shut-down and the commencement of that 
after the shut-down constitute the accounting 
month of August. Since the accounting and 
calendar months coincide, to a great degree, the 
21 work-day accounting month is used for all 
accounting records, including the financial state- 
ments prepared for outside agencies. As the 
periods are the conventional twelve there are no 
extra costs of additional closings and fixed 
charges need no reallocation. Only one period 
is out of line, so that the aim of obtaining absolute 
comparability is eleven-twelfths achieved. 
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THE KIN 
by SIX TH 


WOULD like to say a few words about the 
administration of justice in this country, and 
1 make no apology because in these days, when 
ideologies and systers of government very different 
from our own are competing for acceptance, it is 
vitally important that we should have in mind those 
principles which have established so clear and solid 
a tradition in this country. 


Principles 

What, then, are these principles? The first and most 
important is tha. from the earliest times in our 
history it has been considered to be the right and 
the duty of each individual citizen not only himseif 
to preserve the King’s peace, but also to bring 
malefactors to justice and. to take his share in its 
daily administration. This basic idea, as we shall see, 
has survived to this day and has been instinctively 
cherished 2s part of our heritage by each succeeding 
generation. 

The importance of the principle cannot be over- 
stressed because it has been and still remains the 
fundamental difference between our conception of 
government and that of continental Europe. 

Side by side with the evolution cf the tribal system 
of law enforcement in this country to meet the 
expanding needs of the community, there was 
growing up in Europe another system’ whereby 
obedience to the iaw was secured not by placing the 
responsibility for maintaining law and order upon the 
people cr their chosen representatives, but by direct 
enforcement by the executive government, whatever 
its form, through the medium of paid officers specially 
employed for that purpose. Under this system the 
rulers ~ either because they were or became tyrannical 
and cruel or because they had not the goodwill and 
assistance of their subj were compelled almost 
inevitably to arm these officers of the law with 
oppressive powers and to create a moss or less servile 
judiciary. 

Political aad Secret Police 

The culmination of this evolution can be seen in the 
political and secret police of the dictatorships and of 
the totalitarian states of modern times. if any further 
evidence were needed, we have the testimony of one 
of the most experienced of modern authorities on this 
subject, field-Marshal Goering, who, in his evidence 
before the Nuremberg Tribunal on March 13th, 
1946, said: 

For the consolidation of power, the first pre- 

Seat was to create along new lines that instru- 
An address delivered at the Fresident’s Meeting of the 
Chartered Accountant Students’ Society of London held 
in Guildhall, Londen, on October 4th, 1951, with the 
President of the Society, Sir Harold G. Howitt, GB... 
D.S.0., M.C., D.L., J-P., PA, in the chair. The meeting was 
briefly reported in The Accountant dated October 13th, 
1951, at page 346. 
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ment which at all times and in all nations is always 

the inner political instrument of power, namely, 

the police.’ 

While we in this country may console ourselves 
with the thought that history shows that the govern- 
ments that have adopted this system of law enforce- 
ment have failed in the end, generally as 2 result of 
internal or external war, nevertheless the world has 
not yet learned the lesson — and indeed it is a difficult @ 
one — that it is the basic principle that is wrong, and 
not merely, as is commonly argued, that the method 
of its application by the particular ruler who has 
failed was the cause of that failure. 

Few governments can start without the support of 
at least a substantial minority of the population, and, 
so long as the ruler remains popular and beneficent, 
the people will obey his. commands without the 
necessity for a rigorous police system. It is when, for | 
whatever reason, the velvet glove is removed and the , 
iron hand is disclosed, operating through a ruthless ~ 
police force, that the pursuit of happiness, liberty 
and even life, far from being inalienable rights, 
become but empty words .to the people of the 
countries concerned. 


RE 


Development of Law Enforcement 
Now let us examine briefly the history of the develop- 
ment of law enforcement in this country. In Saxon 
times, the country was divided into ever-increasing 
units, from tithings to hundreds, and then to larger ` 
communities, each of which was responsible to the 
King for the maintenance of law and order in its own 
district. If the cominunity failed to preserve the peace 
"and to bring felons to justice, it was fined. 

When William I caine to this country he conquered 
it with a relatively small force and, on discovering 
that this would be inadequate to establish the 
Continental method of law enforcement, he adopted 
and developed the system already in existence. 

As early as the reign of Henry {I (1154-1189), the 
King sent out his emissaries to sce that the various 
local communities were enforcing the law and 
bringing xaninals to justice, and by the reign of 
Edwaru : (1327-1377) the practice of sending the 
King’s Judges on assize as Commissioners for Gaol - 
Delivery and Oyer and Terminer was firmly estab- / 
lished and has continued to this day. 

At about the same time, the Statute 1 Edw. HI A 
provided that in every community ‘good men and 4 
lawful’, who were afterwards tc be known as Justices $ 
of the Peace, should be assigned to keep the peace. -ẹṣ 

As centuries passed, the character of trial by Aus 
changed from being an investigation by men selected ` 
because of their knowledge of the facts and of Local 2 
conditions to the consideration by an see 
tribunal of evidence placed before them, and Justices 
of the Peace developed from being investigators and 4; 
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quasi-prosecutors into judges or committing magis- 
trates, exercising only. judicial functions in the strict 
sense. But they remained and still remain private 
citizens, beholden to nobody but their fellow citizens, 
doing their duty unpaid on behalf of the community. 

The effect of this change was that there was for a 
century or more prior to 1829 no organized body to 
prevent or investigate crime, or to prosecute offenders. 


Parish Constables and Watchmen 


The responsibility for the prevention of crime devolved 
upon the parish constable in the couctry, and on the 
watchman in the cities and boroughs. This service 
was ynpaid and it was in theory the duty of every 
citizen to take his turn in one or other capacity. 

In the country this meant that the service was quite 
inadequately performed. Dalton, writing in the reign 
of James I, observes that constables 

‘are often absent from- their houses, being for the 

most part husbandmen, and do most of the day in 

the fields’, 

In the towns the situation was even worse. The 
timorous citizen with little authority and no training 
was naturally reluctant to undertake the task of 
watchman, and was very willing to pay others to take 
over his tour ef duty. Accordingly, watchmen were 
either S 

‘aged in general; often feeble; and almost on every 

occasion half starved .. .’ 
or they were persons who had undertaken the task 

_of watchmen as a cover for their criminal activities. 

The result was, particularly in the larger towns, 
that gangs of criminals, unmolested, indeed, frequently 
acting 2s watchmen, produced a situation of unchecked 
lawlessness that is almost incredible. 

The only .weapon in the hands of the central 
government with which to enforce law and orcer was 
the armed force: of the Crown, whose use was neces- 
sarily confined to dealing with serious outbreaks of 
mass disorder. 


‘ The Gordon Riots 
The situation throughout the country. became pro- 
. gressively worse and culminated in the Gordon 
Riots of 1778, when, to quote the Annual Register 
for that year, 
‘for six days successively the cities of Lozylon and 
Westminster were delivered up into the ha:.is of an 
armed and nameless mob to be plundered and 
burned at its discretion. These tumults’, the Register 
continues, ‘threatened. the very existence of the 
Metropolis.” 
Amongst other outrages, Bow Street was sacked and 
Newgate Gaol, then an immensely strong building, 
was completely destroyed and the prisoners set 
free. These riots were eventually quelled by the 
intervention of the Army. 
in the meantime, the Government, stirred by 
private fear and public agitation, were forced to take 
notice of the situation, This notice took a very familiar 
form. Between 1770 and 1829 no fewer than seven 
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parliamentary cornimittees investigated the problem, 
but so strong was the public feeling against any form 
of police force that, for over fifty years, nothing was 
done to deal with the situation. 


Report of 2 Parliamentary Committee 
One of the reports ends with the following revealing 
paragraph: 

“This is a subject of great difficulty. It is no doubt 
true that to prevent crime is better than to punish 
it; but che difficulty is not in the end but the means; 
and though your committee could imagine a system 
of police, that might arrive at the object sought for, 
yet, in a free country, or even in one where any 
unrestrained intesccurse of society is admitted, such 
a system would of necessity be odious and repulsive, 
and one which no government could be able to 
carry into execution. In despotic countries it has 
never yet succeeded to the extent aimed at by those 
theorists; and among a free people the very proposal 
would be rejected with abhorrence; it would be a 
plan which would make every servant of every house 
a spy on the actions of his master, and all classes of 
society spies en each other. The police of a free 
country is to be found in internal and humane laws — | 
in an effective and enlightened magistracy ~ and in 
the judicious and proper selection of those officers 
of justice, in whose hands as conservators of the 
peace, executive duties arc legally placed.’ 


At this time the almost complete impotence ~ 
indeed absence ~of law enforcement machinery in 


England was rightly regarded as a serious menace 


to the very existence of the state itself. Nevertheless, 
the alternative of a state police system, the only other 
method then in existence, was so dreaded that most 
of the people sincerely believed that the conditions, 
amounting almost to anarchy, under which they were 
living, were preferable. 

But, as has happened so often in our history, a 
compromise was gradually worked out that estab- 
lished, over the next twenty-five years, an efficient 
police system throughout the country, while still 
retaining the vital tradition of individual and local 
responsibility for the maintenance of law and. order, 


.Establishinent of a Police Force 


In 1829 the Metropolitan Police Act was passed for 
the purpose of having a police force for London, and 
in that year for the first time the top hats and blue 
cloaks appeared in the streets. You might have thought, 
after what had gone before, that the new police would 
have been welcomed, but you would be wrong. They 
were greeted with a storm of ridicule, abuse and 
personal violence. But even in this atmosphere the 
first two Commissioners of Police succeeded in 
getting their men to turn the other cheek, and to use 
no more force than was reasonably necessary to 
achieve the immediate purpose. Ia the result they 
proved their worth by quickly ending the period of 
crime and disorder that had lasted for over a century. 
They achieved this, not by the use of force or any 
special powers, but by securing the respect and, 
iater, the help of their fellow citizens. As a result, by 
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1835 other towns were required by the Municipal 


Corporations Act of that year to establish police ` 


forces and county authorities were given powers for 
this purpose in 1839; finally, in 1856, by the County 
.and Borough Police Act of that year; their establish- 
ment by all county authorities was made compulsory. 
The same basic principle is to be observed in the 
case cf prosecutions. To this day, with very few 
exceptions, all prosecutions are private prosecutions, 
and the police and the Director of Public Prosecutions 
still prosecute as private citizens. Moreover, in the 
Prosecution of Offences Acts, 1879 and 1908, which 
established the department of the Director of Public 
Prosecutions, the right of the private citizen to 
prosecute is expressly preserved. The director has, 
generally speaking, no special powers, privileges or 
immunities aud is liable, like any other prosecutor, to 
actions for malicious prosecution or false imprison- 
ment, and to have costs awarded against him. 


Costs of the Prosecution j 


Again, the principle of tribal or local responsibility 
for the administration of law and order extends even 
to the question of the payment of the costs of 
prosecution, 

Until the end of the eighteenth century the private 
citizen had not only to prosecute but also to, pay all 


the costs of the prosecution; Fielding, in his Essay on. 


the Causes of the Increase of Robberies in the Eighteenth 
Century, writes of this situation: 


‘This I have known to be so absolutely the case 
that the poor wretch who hath been bound to 
prosecute was under more concern than the prisoner 
himself. It ig true the necessary cost on these 


occasions is extremely small: two shillings, which are: 


appointed by Act of Parliament for drawing the 
indictment, being, I think, the whole which the law 
requires, but when the expense of attendance, 
generally with several witnesses, sometimes during 
several days together, and often at a great distance 
from the prosecutor’s hoine... are summed up, and 
the loss of time added to the account, the whole 
amounts to an expense which a very poor person 
already plundered by the thief must look oa with 
such horror that he must be a miracle of public 
spirit if he prosecutes.’ 


The ‘Tyburn Ticket’ 


The first attempt to remedy this evil was to provide 
rewards for successful prosecutions. An Act was 
passed in 1699 which provided that the successful 
prosecutor of certain serious felonies should be 
entitled to a certificate, significantly known as a 
‘Tyburn Ticket’, which was transferable once and 
excused the holder from certain public duties such 
as constable and juror. It alsc carried the right to a 
seat at the execution of the felon. This was a valuable 
document and changed hands for {25 to £40. 
Indeed, it is recorded that as late as 1818 a Tyburn 
Ticket changed hands in Manchester for {218. 
Having regard to the comparative values of money, one 
could fairly say that that ticket was worth four figures. 
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But this was not found to be a satisfactory solution, 
and in 1778 there was passed the first of a series of 
Acts of Parliarnent dealing with this matter, which 
resulted in the position that the court of trial could 
allow costs to prosecutors in all cases of felony and 
the more common misdemeanours. The matter is 
now regulated by the Costs in Criminal Cases Act, 
1908. These costs are paid by the local authority of 
the place in which the crime was committed, and this 
applies even in cases in which the prosecution is 
undertaken by the Director of Public Prosecutions. 


Practical Lessons 
What are the practical lessons to be drawn from this ` 
brief and inadequate historicai review? First, I hope 
that I have convinced you that the maintenance of 
what we proudly call ‘the King’s Peace’ is your task 
as citizens, and ts a task which is vitzi to our liberties 
and in which you should be proud to play your part. 
Therefore take every opportunity that comes — and 
no doubt it will come to many of you~ actively to 
assist in the administration of justice. If you are 
surnmoned as a juror or a witness, do not regard it 
as being a nuisance, but give of your best. If you get 
the opportunity to become a Justice of the Peace, 
take it, for he plays a vital part in the administration 
of justice. Indeed, 97 per cent of all crime in this 
country is dealt with by Justices of the Peace. 


Secondly, be very critical of any proposals that 
tend to remove or even to weaken the sense of 
responsibility of every citizen actively to assist in the 
day-to-day administration of justice. Be reluctant to 
give special powers or privileges in this regard to 
any person, whether the police or myself or anybody 
else. 

In any organization there are, no doubt, improve- 
ments that: can be made, but when considering a 
suggestion to this end one should have in mind the 
principles upon which the organization must depend. 
Efficiency and economy alone are not adequate 
reasons for making changes that, may disturb the 
foundations upon which our system has been built. 


Preservation of Individual Liberty 


Finally, I would say this. Our lay magistrates and 
juries ensure that the lawyer ~and the chartered 
accountant — when dealing with the criminal law, 
have to explain the mysteries of their craft to a 
bench or jury of their fellow citizens. This is very 


. salutary because, in the last resort, it prevents any 


profession frem becoming an esoteric cult practised 
and understood by a few experts who, therefore, have 
the last word. 


The study of the history of the eafercement of the 
criminal law in this country teaches us that we have 
secured and preserved our individual liberty by 
evolving a system whereby that liberty depends not 
upon an executive, however benevolent, ner upon a 
judiciary, however wise, but upon the active support 
and final judgment of our fellow citizens. 
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WEEKLY NOTES 


Revenue Departments’ Accounts 


The appropriation accounts of the sums granted to 
the revenue departments for the year ended March 
31st, 1951, have now been published, together with 
the report of Sir Frank Tribe, the Comptroller and 
‘Auditor-General!. The departments concerned are 
the Customs and Excise, Inland Revenue, and Post 
Office, which còst £10 million, £25 million, and 
£173 million respectively. SEN 

© Customs produced {905 million; mainly from 
tobacco, and Excise produced £724. million. Inland 
Revenue duties all exceeded the corresponding 


estimates with ‘the exception of death duties and.’ 


profits tax; £2,038 million were collected. During 


the year back duty investigations increased sharply. ` 


Under-deductions of P.A.Y.E. tax, prior to 1948-49, 
have been reviewed and individual items below £15 
are being written off together with larger sums where 
there is little hope of recovery. 

The Inland Revenue expenditure was some 
;£238,000 less than estimate, mainly due to savings 
on superannuation and death duties. Losses by fraud, 
default and accident were well above estimate. 


We hope to deal with the accounts and the report - 


in more detail in a leading article next week. 


Death Duties and the N.U.M. 


The National Union of Manufacturers has appealed 
to the Chancellor of the Exchequer to appoint an 
impartial Committee to hold a public inquiry into 


the whole effect of death duties on industry, and ` 


particularly in respect of small- and medium-sized 
private manufacturing businesses. . 

The appeal is embodied in a memorandum 
submitted to the Chancellor and published recently. 
The memorandum discounts the findings of a White 
Paper issued last July following an Inland Revenue 
vestigation, in that only the fringe of the problem 
was touched upon and only instances where death 
had occurred were dealt with. The Union points out 
that no reference was then made to the serious 
economic situations which often arise as a result of 
anticipatory measures, which many proprietors feel 
themselves’ forced ‘to take, to mitigate the effects of 
excessive death duties. It suggests that relief should 
be given in the next Budget by modifying the ratcs 
of duty. 


FBI on Dividends 


As at this time last year, the Federation of British 
Industries has issued a statement to its members 
calling upon them to exercise ‘moderation and 
restraint’ in dividend policy. The letter itself’ has 
Uttle new to say. It points out the large degree of 
co-operation which industry has already given in this 


1HLM.S.O. us 3d. 
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matter and underlines the effect which higher 
dividends must have on the other side of industry 
in a time of rising prices. It also calls’ for cuts in 
government expenditure.as a potent gesture in the 
campaign azainst inflation. 


The fact that the F.B.I. has deemed it necessary* 


to make a pronduncement to members may well be 
more significant than its contents. It certainly 
emphasizes the fact that a change of Government does 
not mean a relaxation of restraint, although it may 
mean a diminution of controls. Government policy 
has changed significantly in that monetary influences 
are now in process of being harnessed to fight 
inflation. But few other changes have yet been 
brought in. The F.B.I. letter signifies that all respon- 
sible-minded people are agreed that every device 


- available, used without reference to mere economic 


dogma, must be mobilized to fight the twin problems 


of inflation and an unfavourable balance of payments ` 


position. ` 


Productivity Report on, Coal 


The report of the team representing the British coal- 
nining industry which visited the United States this 


-year under the auspices of the Anglo-American 


¿Council on Productivity was published last week. 
‘The team had time to visit only twelve of the nine 
thousand mines of commercial size in the United 


States but it formed the firm impression that the 


effectiveness of the best American mine management 


‘is due mainly to (a) the belief common to both 


management and men that their respective ends will 
be served only. by increased productivity at lower 


_¢ast; and the clear recognition by both groups of 


their respective roles; (b) the general acceptance that 
modern mining is too complicated for one person to 
grasp in its entirety and that it calls for specialists and 
‘team work; (c) an orderliness of approach to the main 
problems of management; (d) the use of budgets and 
standards; (e) the daily check on performance and 
costs; (f) the recognition of the personal qualities 
required for management; and (g) thé identification 
of the foreman level with management and, in particu- 
lar, the build-up cf the section foreman as the 
keystone of the supervisory system. , 

The team recommends to the British coal-mining 
industry the systematic training- of management, the 
need to recruit specialists.to assist line management; 
the need to remember that the success of mechaniza- 
tion depends as much on good supervision as on 
mechanical ingenuity; the extension of present 
experiments in the continuous analysis of operations 
and in the use of budgets, standards, daily cost 
statements, etc.; the fostering of loyalty and pride of 
émployment;. and, above all, the desirability of 
inspiring and aiding colliery management to initiate 
experiments and innovations. 
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REVIEWS 


The New issie M arket and the Finance 
of Industry 
by D. F. Henderson, Fellow of Corpus 
Ckhvisti College, Cambridge 
(Bowes & Bowes, Cambridye. 25s net) 

This analytical study of the new issue markets in 
Loudon and the provinces, and of other media for the 
fuance of industry is timely, for the position is 
constantly changing and no comprehensive survey on 
a comparable scale has been made for some years. 

Mr Henderson, in assembling his information, has 
consulted many publications and individuals sa 
that his conclusions are soundly based on activities 
over the whole relevant field of investment. He is of 
the opinion that bécause of carefu! preliminary 
“vetting? of new projects by tne trained staffs of 
reputable issuing houses, the success of small con- 
cerns Jaunched on the market is now less a matter of 
__ good fuck and investment- ii consequence, less of 2 
mbie. Mr Hendersun considers that although this 
development i is welcome, the element of risk is still 
essential to progress and deplores the shortage of 
free risk captal caused by high taxation, stringent 
controls, changes in the distribution of income and 
the prefereace of the public for liquidity anc Security. 

The canalization of saving into large balances of 
undistributed profit and government surpluses, 
threatens the whole industrial structure whose lire- 
blood is a steady flow of funds into the capital market 
for the france of risky projects. Changes in taxation, 
Mr Henderson suggests, might do something io 
restore a healthy circulation, but the main hope for 
the immediats future is that financial institutions will 
continue, and indeed extend, their activities’ in 
supplying risk capital for enterprises with genuine 
pessiblities, 


The Stock Exchange Official Year-book, 1951 
Volume II 

Editor-ia-Chief, Sir Hewitt Skinner, Bt. 

(Thomas Skinner & Co (Publishers) Ltd, London. 
Carnpiete edition of two volumes, £6 net) 

In 1949 it was decided, for gcneral convenience, to 
split this well-known and valuable standard work of 
reference into two volumes. The frst volume, with 
sections, among others, on Government securitics, 
railways, banks, breweries, insurance, and iron and 
steel, was published earlier in the vear and was 
reviewed in these columns on July 7th. In the 2,179 
pages of this second volume, the important ‘Com- 
mercial, Irdustrial, ete.’ section is dealt with, as well 
as those devoted to finar cial vis, land and property, 
investment trusts and mines. The number of new 
companies brought inte the second volume this year 
exceeds 100, of which ninecy-five appear in the 
commercia! and industrial section. 

A mest important new feature is the introduction 


of a combined index to both volumes; the folias of : 
the two books being distinguished by heavy and light 
type. 

Register of Defunct and Other Companies 

Companion to the 

Stock Exchange Official Year-book, 195i 

(Thomas Skinner & Co (Publishers) Ltd, London, 
£1 net) 

This record of ‘defunct’ securities increases in size 

each year, and is a valuable time-saver for all engaged + 

in dealing with deceased estates. 

‘The nationalization of the gas industry affects over 
Soo gas undertakings whose securities have been, or 
are being, exchanged for British Gas Stock in aracunts 
which are here duly recorded. 


A Digest of the Law of Agency 
by William Bowstead 
Eleventh Edition 
by Peter Allsop, M.A., Berrister-at-Law 
(Sweet & Maxwell Ltd, London. gos net) 
The law of agency, important though itis, particularly 
to the professions, has tended to be neylected by 
text-book writers. Any new book on the subject 
would be welcome, but here we are fortunate to have 
a new edition of the acknowledged leading book on 
the subject, carcfully revised and brought up to date. 
Although it is meant primarily for the legal prac- ” 
titioner, it will be of considerable use to accountants. 


The EE Income Tax ' 
by Richard Goode, of the Department cf 

Economics, Chicago University 

(John Wiley & Sons lac, New York. 53°69 net.; 
Chapman & Rall Ltd, London. 24s net.) 

The corporation income-tax dealt with in this book ` 
is, of course, the American one, but it is none the,’ 
less interesting to readers on this side of the Atlantic. : 
Professor Goode is an economist wio has given 
searching thought to the question of the place of the., 
corporation in present-day socicty, to the theory of . 
taxing it, and to the economic and social repe-cus- ` 
sions of such a tax. In particular, he has sume signif- S 
cant things to say about the valuation of stock for tax ` 
purposes in times of rapidly rising prices which is of 
considerable topical intercst. This is a book well ` 
worth having. 


SHORTER NOTICE : 
Mopern MANAGEMENT FOR BAKERS AND CONFEU- è 
TIONERS, Book II, Flour Confectionery, by ©. Victor 
Amsdon, F.c.W.a., and H. E. Turner. (Trade 
nical Services Ltd, London. 105 6d net.) ‘The joint 
authors of this interesting manual have mixed their 
ingredients with skill to produce a text-book of just. 
the tight consistency for all who aspire to bakery : 
management. "a 
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FIN. ANCE AND COMMERCE 


tock markets have closed a geet eventful year by 
2-emphasizing, in renewed gilt-edged reaction, the 
ears most potert change -the return to dearer 
aoney. The immediate outlook for the market raust 
erend upon whether the Government proves strong 
nough to carry the monetary policy further and apply 
t, or its equivalent, to the public as well as the private 
ector of the economy. 


Too Wide . 

Ve hesitate to damp a beginner’s ardour but we 
annot agree fully with Mr H H Burton in his 
tatement ee with the first accounts of 
fletalastik Ltd to be presented te the public, which 
re reprint this week. 

Mr Burton says ‘the accounts are presented in a 
nodern and simplified form which is now becoming 
nors extensively used’. By ‘form’ he probably means 


he sinzle-column statement which produces a total 


et-assets figure for reconciliation with capital, 
eserves and surplus. In which cas? he is undoubtedly 
orrect. This style of accounts is becoming more 
ropular. i 

But looking at the statement as a whole we should 
ay it is gettir ing away from the modern tendency to 
iroduce a concise and compact view. In the original 

is seventeen inches across and tha? is far too much 
or the eye to keep under control at one time. It is not 
uffiticuc indeed that one should set down the facts 
ad figures; it is necessary also to set them down in 
uch a way that they can easily be nicked up. In the 
fetatastik accounts the narrative. and comparative 
gures are a foot apart. ee f 

The point may be illustrated from the pages of 
‘he Accountant which are set up in double column. 
t makes far easier reading than one solid page of 
rint. It is for the same reason that the daily news- 
aper is made up in seven or cight columns. May we 
ven suggest that financial statements should not be 
Howed to run too wide? 

For those who feel they should know something 
bout the business, Metalastik bonds rubber to metal, 
a engine mountings, etc., and the report gives a 
at of the company’s special products and their 
pplication. 


` Osborn Centenary 


it is on record that Samuel Osborn rejected the. 


pportunity of a substantial order from an overseas 
aatket because only second-class wares were re- 
foire, Samuel Osborn & Co Ltd now celebrates 
he centenary of the business with a special descrip- 

‘ve pictorial publication. But nothing it contains is 
p impressive as this striving for the best even at the 
xpense of business. 

Osborn, as a young man in his middle twenties, 
ought steel and, with bis few workers doing a 
o-hour week for 20s (income-tax 7d), made hand-cut 
les. First year turnover was £ £763 178 74d. In 1871 


in his middle forties, he developed, in association 
with R. F. Mushet, the first self-hardening tool- 
steel and first tungsten tool-stee] produced. By the 
closing years of the century, Csboru’s, it is esti- 
mated, ‘held half the world’s self-hardening tool- 
steel trade. 

The centenary is marked by the appointing of 
Mr I. G. Buchan, Ga, previously in general prac- 
tice, as chief accountant. His first accounts, now 
presented, eznbody certain alterations in form. The 
main point, however, is the direction of share- 
holders’ attention to the fact that, despite substantia! 
increase in profits earned, the trading position and 
the cash position must be considered im the light of 
two specially important factors — raw material prices 
and fixed asset replacement costs. 

The whole of the year’s increase in manufacturing 
profit has in fact been taken out of the profit context 
aud put into special provisions. “Towards inceting 


‘the increased ‘cost of replacing fixed assets’ £236,000 


has been applied and against ‘Possible losses on fall 


“in raw material prices’ there is a provision of £320,000. 


These, with other specific provisions (pensions, 
deferred repairs, U.K. income-iax 1952-53), make 
a special group - ‘Amounts set aside for specific 
purposes’ — in the balance sheet after share capital 
and reserves, current liabilities being shown. as a 
deduction, per conira, from current assets. 

METALAL THC LIMITED 
Proilt and Loss Account for the year ended Roeie 3st, 1951 

















1951 H 1950 

Trading Profit n. a. w. ke 79,046 24 

after deducting: ` 
Depreciation .. 3,563 5,173 
Patent and Trade Mark “Applications .. 1,883 83-4 
Directors’ Salaries aud Coramission .. 5,195 S,01C 
Directors’ Fees .. DÉI GE 650 ID 
Auditors’ Remuneration mat. Sono) 196 
Costs of Capital Reorganization GN 214 — 

Add Gther Income and Credits: g 
Dividends and Interest Received (gross) 650 339 
Interest on Tax Reserve Certificates 219 -— 

Profits on Sale of Fixed Assets Ss 94 347 ` 
Transfer Fees .. : AA is d 967 — 686 

Total Profit before Charging Taxation 80,015 65,989 

Deduct Taxation: 

Profits Tax 14,500 11,000 
income Tax on Royalty and Dividends 

Receivable, ete. 447 451 
Income Tax on the Pr ofits of che year 24,500 27,000 
Taxation Equalization Account 6,500 45,947 — 38,45! 

Net Profit for the year after Taxation 34,068 27,528 

Add Balance iia E forward from 
previous year .. 7 4,635 15,694 
34,702 43,223 
Deduct Transfer to General Reserve 20,900 28,000 
18,793 15,223 

Proposed Dividend 
Dividend on Ordinary Share ee 2 

27% per ceng less Tax (Nex... Ss 10,106 $0,588 
Balance carried forward to ntxt year £8,897 £4,635 


manman 

Note: The Taxation Equalization Account of £6,500 is equivalent to the 
Taxation benefit on Initial Allowances claimable this year for Taxaticn 
purposes, bur nat written off 2s Depreciation In the accounts of the 
company. 
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l SE 2 CURRENT LAW 


Liability for Excise Duty 

The liability to duty in respect of whisky stolen. 
from a bonded warehouse was considered by the 
Sheriff Court at Glasgow in July last in Garngad 
Bonding Co Lid a Fraser, Bell & Co Lid (Law 
Yourral, September 28th, 1951). The claim was by 
warehousemen against the owners of a quantity of 
whisky stolen from the warehouse and for which the 
warehousemen were called upon to pay duty under 
the Customs Consolidation Act, 1876. The plaintiffs 
thereupon sougl:t.to recover from. the defendants, 
the owners. 

The Sheriff-Principal affirmed the decision of the 
Sheriff-Substitute to the effect that the condition in 
the pr alt which relieved the plaintiffs from 
liability for Joss by theft, had no hearing on the ques- 
tion of liability for duty, which Hability was distinct 
from that for the safe custody of the goods. The 
Court referred to Brooks Wharf Lid v. Gooding 

vos. Ltd ([1936] 3 All E.R. 496) in which it was 


held that a warchouseman could not recover duty, 


paid by him in respect of goods stolen as the result 
of his negligence. 
‘Documentary Credit 


Brazilian sellers contracted to sell groundnuts to 
Jtalian buyers and the latter undertook to open an 


irrevocable credit. The necessary export licence was. 


obtained on February oth, 1949, and the buyeis 
advised by cable the same day and asked to open the 
credit, The import licence,was obtained on March ath, 


T = CORRESPO? 


The credit was not made available until April 220d. 

Tt was held by McNair, J., that the credit must be 
opened within such time as would enable the 
GE to ship at any cme within the period of ` 
validity of the credit and not when the sellers were 
ready to ship and to tender the documents. (Pavia 
& Co, SP.A. o Thurmann-Nie-sen (Law Fournal, 
No vember oth, rg51).5 


Conflict of Laws: Administration 
A person of Germa.: domicil of origin died intcstate 
in India leaving estate in England. According to 
German iaw his infant son was entitled to three- 
fourths of the estate and the widuw to the rest. The 
question for the Court was whether the Court had 
power to authorize the application of any part cf the 
Soa share to his maintenance or of the shares of the 

widow or the son for his or her advancement. 
Danckwerts, J., heid that there was power under 
the Vrustee Act, roze, It was well established, he 
said, that the devolution of personal property was 


` regulated by the law əf the country of dornicil, 


while the law of England regulated the administra- 
tion of property situate in England. This cese lay 
between the two. All parties were agreed on the 
desired course and it was his opinion that Section 42 
of Administration of Estates Act, 1425, applied, so 
that the personal representatives, though attorneys, 
could appoint trustees, whose powers depended on 
the provisions of English law. (Re Kehr: Martin v. 
Foges (Solicitors Fournal, November toth, 19§1).) 


TDENCE 


Letters must be authenticated by the name and address of the wrticr, not necessarily for publication. 
The Editor does not necessarily agree with, cr hold hiinself responsible for, tLe opinions expressed. 


Restriction of Cverdrafts and Advances 
to Industry 
Dm, — The restrictions which the Treasury are 
imposing on the banks with regard to the granting 
‘nd continuity of advances and overdrafts to industry 
‘ad commerce generally would scem to be having 
some Gert, even at this early stage. 8 
These restrictions, however, can by no siretch 
of the imagination be said to be beneficial to the 
smali business, which has been compelled, by the 
continued rise in the cost of all basic materials, to 
zek the assistance of the bank in order to keep its 
‘heels tuning, and which pii now find itself in 
, Hicuities. 

: There is no doutt that the instructions given to 
ue Capital Issues Committee were justified in view 
Si the impetus to inflation which wes given by large 
" Aus issues and flotations in recent years. The 
yotraction of ordinary banking credits, however, 
în lead only to a slowing down in industry and 
ribsequent uneraployment, which jx its tuin leads 


ithe vicious circle of restricted purchasing power 


Ad over-production, 


Once again in ou history it:seems that pure 
economic theory is being applied, with no thought 
of the practical consequences and the hardships 
entailed; ‘unfortunately $ for the profession, we account- 
ants have to endeavour to make good the damage 
done by the economic experts. 

Yours faithfully, 
London, Wi.. HENRY LUCAS, 
4 

Non-practisins Merabers of the Institute 
Sr, — All non-practising members will welcome the 
Councils further step towards the appropriate 
recognition of their place in the Institute; though 
distressingly slew, progress can be seen. 

I cannot let the closing paragraph of your leader 
(December 1th) pass, however, without registering a 
protest. I feel that there must be a majority of meabers 
who consider that the foundation of the Institute is no 
longer the practice of public accountancy but the 
highest standard of accounting skill irrespective of 
rhe field in which it is exercised. 

Yours SE 


London, Wo. H. J. WATSON. 
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NOTES AND NOTICES 


; The Accountant. 
Inpex toa VoL. CXXV: JuLyY-DECEMBER 1951 


The general index to this volume — July to December 
1951, Volume CXXV- will be published with the 
first part of the next volume, dated January sth, 
1952. The parts of this volume should therefore not 
be sent for binding until the index has been added 
to them. 

Personal 


Messrs ARTHUR Gruppe & Sporrortu, Chartered 
Accountants, of 10 Shelley Road, Worthing, Sussex, 
announce that Mr MICHAEL GORDON SPOFFORTH, 
A.C.A, has been admitted to partnership as from 
October ist, 1951. 

Messrs Percy Mason & Co announce that as from 
December 2oth, 1951, their address is 32 Queen 
Anne Street, Cavendish Square, London, Wr. 
Telephone: Langham 7616 (3 lines). 

Messrs Peat, Marwick, MITCHELL & Co announce 
that Mr I. M. Bowi, c.a., and Mr J. W. Mancerrs, 
A.C.A. have been admitted as partners in their 
London office. 

Mr Doucias R. WARD, F.C.4., practising as 
Dovucias Warp & Co, Chartered Accountants, of 
12-13 Grafton Street, London, W1, announces that 
as from January 1st, 1952, he has taken into partner- 
ship Mr Mrotagt, EDWARD STaNWELL, A.C.A., 
previously in practice as MICHAEL E. STANWELL at 
73 Uphill Road, Mill Hili, NW7. The name of the 
firm will remain DoucLas Warp & Co, with offices 
at 12-13 Grafton Street, Wi, and at Cheam, Surre 
and Mill Hill, NW7. 


Professional Notes 
The Brush Electrical Engineering Co Lid announces 
that Mr lan Thomas Morrow, C.A., F.C.W.A., ATI, 
F.R.ECON.S., has been appointed a director of‘ the 
company and will act as Financial Controller of the 
Brush Aboe Group. 

Mr Stanley J. Russell, a.s.a.a., A:A.C.C.A., Assistant 
Accountant at the Central Office of General Motors 
Ltd, has been appointed Travelling Auditor in 
Europe to the American Express Company Inc., 
o Haymarket, London. : 


Crossword for Christmas: Solution 


The solution to the ‘Crossword for Christmas’ by 
Mr Kenneth Trickett, 4.9.a.a., which appeared in 
last weck’s issue, is as follows: 


Across: 4. Blotted; 8. Disclaim; 10. Estimate; 


1i. Acqueint; 13. Taxed interest; 15. Blue ink; 
16, Omnibus; 19. Treasury bills; 23. ‘Thursday; 
24. Variance; 25. Material; 26. Referee. 

Down: :. Since; 2. Accurate; 3. Marine insurance; 
s. Latent ambiguity; 6. Timber; 7. Deed; 9. Metric; 
12, Issue; 14. Clerk; 17. Illusory; 18. System; 
20. Advice; 21. Carat; 22. Over. 
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Tithe Act, 1951 


The Tithe Act, 1951, amended the provisions of tke 
Tithe Act, 1936, relating to the remission of annuities 
charged in respect of an agricultural holding. 

If the annuitics cherged in respect of Jand wholly 
comprised in an agricultural holding exceed one-third 
of the annua! valve of that land for the twelve month. 
ending on April sth in any year, the landowner k 
entitled, under and subject to Section 14 of the Tithe 
Act, 1336, to recnissions equal in amount to that: 
excess from the instalments due in that year. 

Hithe:to, annuities which replaced. extraordinary 
tithe rent charge did not rank for remission, but. the 
Tithe Act, 1951 (Section ro (8)), has removed that 
distinction. Henceforth, all annuities charged by the 
Tithe Act, 1936, can be included in any application 
for remission. 

The Act also sets up a new procedure (Section 9) 
for determining whether the particulars of the agr.- 
cultural holding and of the charged land within it are 
correctly stated in the landowner’s application to the. 
Surveyor of Taxes for a certificate of annual value. 
Application for such a certificate must, as heretofore, 
be made not later than March rst in each year on the 
form prescribed by the new Du zs (Statutory Instru- 
ment 1951, No. 1627) which replaces the Rules 
formerly made (S.R. and O. 1936, No. oz Thi- 
form. (No. 237) which is obtainable fiom inspecto 
cf Taxes, gives full information.as to the method — 
making application, and subsequent procedure. 


‘Lend Strength to Britain’ S 


The National Savings Movement, which has cous 
tributed so much in the past to Britain’s socids#. 
industrial‘ and economic welfare, will be engaged 
during the winter and spring on a vital new savinie 
campaign aptly entitled “Lend Strength to Britain’. 
With the support of the three chief political partier. , 
the employers’ organizations, the T.U.C., and various” 
professional bodies, many cities and towns will hex'+ 
special ‘savings weeks’ of their own, during which. 
the advantages of investing in the 15s savings certif. : 
cetes and £5 defence bonds will be stressed. k 
The vital necessity and objectives of the carhpaigr' 
are concisely expressed in a message which (he, 


? Chancellor of the Exchequer, Mr R. A. Butler, sepr. 


to Lord Mackinzosh of Halifax, Chairman of the 
National Savings Committee, in which he says: e 


Ge ` KE 
‘The success of such a campaign would be d" 


great importance to our economic position at th~, 
‘present time. A General response to your appeal to, 
save more and withdraw less from past savin 
would, by reducing spending at home, greatly assist 
us in attaining our twofold objective — to rearm in 
order to maintain world peace, and to produce 
enough exports to pay our way in the world.’ 


Executives and accountants of firms engaged. in 
commerce and industry can help this national sarn- 





December 28th, 1951 


paign by. providing their employees with faciliti ies 
a regular saving if these do not already exist. 

„All national sayings schemes are easy to run, but 
“he National Savings Committee at 1 Princes Gate, 
-London, SW7 (telephone: Kensington 5166), or the 
committee’s regional staff will be glad to give any 
advice or help required on savings securities and the 

‘ovision of savings facilities. 


i niiet Residential Course in Yorkshire 


joint committee of the Leds, Bradford and District 
| Sciety of Chartered Accountants and thé Chartered 
Accountants Students’ Associations of Leeds and 
fiistrict, and Bradford and District, has arranged a 
















March. The course is divided ‘into separate sections 
for Intermediate and Final students, and each sec- 
tion will have a maximum of fifty members. Inter- 
mediate students assemble on Monday afternoon, 
| arch—2ytli,; and disperse on Friday afternoon, 
March 28th, while Final students will assemble on 
‘March 28th and disperse on Wednesday afternoon 
April 2nd. 

The course will be held at Grantley Hall, a large 
country hotse near Ripon, and the charges will be 
44 10s for Intermediate students and £5 5s for Final 
dente, 

This is the first residential course to be organized 
by these societies, and will no doubt prove a valuable 
upplement to the tuition curriculum for articled 
Jerks. - 


Manchester Charieréd Accountants’ 
8 Students’ Society 


r accountancy ‘quiz? (on the Institute’s Final 
yllabus) took place at Manchester on Tuesday, 
Recember 1rth, between teams from the Manchester 
and Preston Students’ Societies, resulting in a win 
sor the ‘home side’. The quiz was followed by a 
‘hdi-pot’ supper and sing-song, to which the Preston 
team was invited. 

The evening proved most entertaining as well as 
beneficial from an educational point of view, and the 
quiz illustrated that studies can be a pleasure. 

Another recent innovation was the holding of an 
“formal President’s tea party for newly-articled clerks 
“hich gave an opportunity for the new students 
n become acquainted with the President of their 
Aciety and to get to know each other and the 
ommittee members. 

About thirty recently-articled clerks were present, 
ad after a welcome by the President, Mr H. Sutherst, 
oe Mr a L. Smith, A.C.A., the Hon. Secretary, 


_ JOHN, 


VICTORIA STREET, LONDON, S.W.! 
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explained the functions of the society and Mr T. 8. 
Andrew, A.C.A., Hon. Secretary of the Joint Tuition 
Committee spoke about the tuition lectures and the 
joint residential courses held twice yearly at Burton 
Manor. 

` The experiment proved a great success, and the 
President hopes to repeat it at a future date. 


Bournemouth and Distiict Chartered 
Accountants’ Students’ Society 


The first meeting in the New Year programme of the 
Bournemouth and District Chartered Accountants’ 
Students’ Society will be held on Thursday, January 
17th, when Mr E. J. Green, H: M. Inspector of Taxes, 
will speak on “The investigation of losses for income- 
tax purposes’. Other meetings arranged. for 1952 in- 
clude a lecture on February 21st entitled ‘Wills’, by 
Mr F. C. Fildes; a debate with the Southampton and 
District Students’ Society on March 27th; and a 
mock creditors’ meeting on April 24th. 

AU meetings take place at the Wedgewood 
Restaurant, Albert Road, Bournemouth, and com- 
mence at 6.15 p.m.! | 


Wide Intere :sts of Articled Clerks 


UNION OF CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETIES 
Fifty-three delegates, representing twenty. students’ 
societies, took part in the annual conference of the 
Union of Chartered Accountant Students’ Societies, 


-held in Birmingham on December 14th, 1951. 


The subjects discussed included: the Institute’s statistics ` 
of examination results; compulsory membership of students’ 
societies; the operation of the Union’s panel of lecturers 
and of its essay competitions; publication of information for 
students; the Carr-Saunders’ report; the Institute’s booklet 
on students’ societies; principals, and the work of students’ 
societies; financial restrictions on small students’ societies; 
the possibility of large students’ societies giving financial 
help to smaller societies; lack of support for students 
societies’ activities on behalf of articled clerks; terms and 
conditions of articles; probationary period before articles; 
exchange of articles; premium and salary under articles; 
joint debates; and contact with America. 

The conference received the report of its Liaison Sub- 
committee on their meeting with members of the Council 
of the Institute, and reappointed the Sub-committee to 


be available to discuss further with members of the Council 


any matters affecting articled clerks which might usefully 
be considered, 

A conference was held on the following day between 
the secretaries of tuition and residential courses to exchange 
experience and ideas. 

At an informal dinner after the conference, given by 
the Birmingham Students’ Society, with Mr W. L. Barrows, 
F.C.A.. a member of the Council of the Institute, and 
Mr C. H. S. Loveday, A.C.A., an Assistant Secretary of the 
Institute, attending, there were valuable opportunities for 
the exchange of experience. 






Telephone: Victoria 2002 (3 lines} 
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Recent Publications 


Income Tax Law AnD Practice, by Cecil A. Newport, | 


F.A.C.c.A,, and Oliver J. Shaw, Barrister-at-Law. 
xlv + 430 pp. 8$ X 51. 25s net. Sweet & Maxwell Ltd, 

- London, ` 

BUTTERWORTHS COMMERC:AL CONTROLS, edited by Butter- 
worths Legal Editorial Staff. “our volumes and subject 
index, also Service-Binder; each 10 x 6}. Vol. 1, Controls 
Generally, Employment, Exports and Imports, vi + 615 
pp. Vol. 2, Financial Controls, Purchase Tax, Clothing 
and Textiles, 610 pp. Vol. 3, Food and Feeding Stuffs, 
473 pp. Vol. 4, Industriai Matetials, Miscellaneous 
Goods and Services, 430 pp. Four volumes £9 10s per 
set; postage and packing cs extra. Fortnightly service, 
£2 15s per quarter. Butterworth & Co (Publishers) Ltd, 

. London. 

Income Tax, Sur-Tax AND Pnrorits Tax. Thirteenth 
Edition, by E. Miles Taylor, F.C.A., F.S.4.A. xviii + 588 pp. 
9 X 6. 305 net. Textbooks Ltd; London. 

Forms cr Don Ac CONTROL AND OwnersHip, by Edward 
Goodman. 142 pp. 8 x 5}. 8s 6d net. Christophers, 
London. 

THe SaLe op Goons, by Clive M. Schmitthoff, LL.M. 
(LOND.), LL.D.(BERL.). xxvili.+ 273 pp. 84 xX s$. 355 net. 
Stevens & Sons Ltd, London. Re 

SHARE TRANSFER AND REGISTRATION IN COMPANY Law AND 
Practice, by A. K. Martin, pos xii + 139 pp. 84 X s$. 
zos net. Stevens & Sons Lid, London. 

- CLERICAL SALARIES ANALYSIS, 1950. 85 pp. 9$ X 6. 215 net. 
Office Management Association Ltd, London. i 

MODERN PRODUCTION CONTROL, Second Edition, by A. W. 
Willsmore, M.I.EC.E., A.M.LLA., F.R.ECON.S., F.8.S. xiv + 
185 pp. 9 X 5%. 15s net. Sir Isaac Pitman & Sons Ltd, 
London. Mä 

THIRD SUPPLEMENT TO INcomE Tax, Sur-TAX-AND PROFITS 
Tax, by E. Miles Taylor, F.c.a., F.S.A.A., and D. C. Don, 
ACA., ATI ACIS., Twelfth Edition (Finance Act, 
1951). 13 pp. 9 X 6. 15 net, Textbooks Ltd, London. 

MODERN Office MANAGEMENT, Sixth Edition, by H. W. 
Simpson. ix + 237 pp. 9 X 54. ros net. Sir Isaac Pitman 
& Son Ltd, London. 

WHITAKER’S /.LMANACK 1952, xxxiit1,156+xxiii pp. 
74X5. Complete Edition 15s net, Shorter Edition (paper 
bound) 7s 6d net, Library Edition (leather bound) 
30s net. J. Whitaker & Sons Ltd, London. : 

UNDERHILL’S Law RELATING TO TRUSTS AND TRUSTEES, 
Tenth Edition, Supplement by M. M. Wells, Barrister~at- 
kaw. xii- 12 pp. 9} X 6. 5s net, by post. 5s 3d. Butterworth 
& Co (Publishers) Ltd, London, ` 

ACCOUNTING TRENDS AND Tercuxigues, Fifth Annual 
Survey of Corporate Annual Reports by the Research 
Department of the American Institute of Accountants. 
176 pp. rr X 84. Sro net. American Institute of Account-: 
ants, New York, 

STABILIZED ACCOUNTING, by G. R. Lees, M.A. 24 pp. 
7% X 4h. 2s 6d net. Northern Publishing Co Ltd, Liverpool. 

Key TO Prorits Tax, edited by Ronald Staples. 220 pp. 

- 83x54. 7s 6d net, 7s od post free. Taxation Publishing 
Go Ltd, London. f i 

Mzetincs or Private Companies, Second. Edition, by 
Peter E. Whitworth, B.A., Barrister-at-Law. xvi+143 pp. 
8} x54. ros 6d net. Jordan & Sons Ltd, London. 

GUIDE Tro Company BALANCE SHEETS AND PROFIT AND 
Loss Accounts, Fourth Edition, by Frank H. Jones, 
P.A.C.C.A., A.C.LS. xili+418 pp. 9 X 6, 25s net. W. Heffer & 
Sons Ltd, Cambridge. 






THE ACCOUNTANT 


MOTOR —— FIRE —— CONSEQUENTIAL LOSS 


“TAR & GENERAL 


83 PALL MALL, 


December 29th, 


* Other Publications Received 


Local GOVERNMENT FINANCE. (December.) 

THE SECRETARY. (December,) 

Tine ACCOUNTANTS’ MAGAZINE. (December.) 

THE CHAMBER OF COMMERCE JOURNAL. (December.) 

INDUSTRIAL WEĽFARE AND PERSONNEL MANAGEN. 
(November-December.) d 

"Dt ACCOUNTANTS JOURNAL, (December.) - 

JOURNAL op Tur INstiTuTE OF BANKERS. (December.): 

INFORMATION. (Stockholm.) (December.) 

District Bank Review. (December) 

Tne INCORPORATED STATISTICIAN. (November.) 


BEVENTY-FIVE YEARS AGO 

From Whe Accountant os DECEMBER 30TH, 187; 
Opening remarks of an adéress entitled ‘On { 
liability of public accountants to serve on juries, v 
tts bearing on the status of the profession’, delivere. 
the Fellows of the Manchester Institute of Account+ 
by Mr Chas. F. Richardson, A A3 A. (Fellow o 
Manchester Institute of Accountants) of London. | 





Gentlemen, — In the early part of the present ye 
received, for the first time in the course of- 
professional experience, a summons to serve upor . 
jury at the sessions, then about to be hed at 
Assize Courts in this city. I was fortunately able. 
obtain relief from service on that occasion, but + 
shortly afterwards summoned by the high sherif 
serve on the jury at the assizes, and notwithstand 
the efforts I made to obtain exemption, I ' 
compelled to attend. ; : 
Owing (fortunately again) to the light caler, 
the jurors on the second list were dismissed o 
waiting z . hour or two in court. Personally, theret 
l experienced but little inconvenience. My atten’ 
however, was practically called to’ the great | 
convenience which may, and undoubtedly does `` 
from the liability.of members of our profession to s- 
upon juries; and it was suggested to me that it ` 
4 proper matter to submit to the consideration of. 
Fellows of The Manchester Institute of Accounts: 
one of the objects cf the Institute being to exp: 
opinions upon all questions reltihig to the profess 
It occigtred to sae E hat the subject migk: 
treated (mn Ss bearing upon the status of the profer 
generally. It is clear the we cannot claim exemp: . 
to which other analogous bodies are entitled, so ‘| 


-as anyone may, at any time, style himself a o 


accountant without the absolute necessity of a for 
legal admission into the profession, preccded L 
careful preparation for its duties. i 
The question of exemption .from service u 
juries is not without difficulty, because it involv. 
matter of public policy... E 
1: 
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STUDENTS’ DINNER IN BIRMINGHAM: `“ 


Birmingham Chartered Accountant Students’ Society 


Theré were 375 members and guests at the annual 
dinner of The Birmingham Chartered Accountant 
Students’ Society held at The Grand Hotel, Birming- 
ham, on Friday, November 21st. The President of the 
Society, Mre A. S. Maddison, F.c.a., presided, and 
among those present were Mr W. L. Barrows, LL.D., 
J-P., F.C.A., President of The Institute of Chartered 
Accountants in England and Wales; Sir Wilfred 
Martineau, M.C., T.D., M.A.; Mr D. H. Buchanan, F.1.B.; 
Mr CG A. Norris; Mr T. A. Hamilton Baynes, J.P., 
MA: F.C.A; Mr Stanley Dixon, M.A., a.c.a.; and Mr 
W. W. Fea, B.A., A.C.A. 

Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, Sir Wilfred 
Martineau spoke of the -changes in accountancy in 
recent years. In former times, he said, trade accounts 
could be delayed for anything up to two years and it 
did not matter. Nowadays, however, manufacturers 
were no longer content with stale accounts, and neither 
were the banks. The manufacturer now wanted infor- 
mation about what was happening and whether he 
was making a profit or a loss.. 


-Pride in a President from Birmingham 


Sir Wilfred said that the City of Birmingham took 
great pride in the fact that the Institute’s first President 
since the integration of The Society of Incorporated 
Accountants with the Institute was aBirmingham man. 
esponding to the toast, Mr Barrows said that it 

as over forty years since there had been a President 
of the Institute from the Bevan area and that 
was in 1916 when the late’ ‘Mr A. H. Gibson held the 
position. 

Referring to the Parker Committee formed by the 
Council of the Institute to study the problem of 
education and training for entrants to the profession, 
Mr Barrows said that the committee had a heavy task 
“atid be expressed the hope that students who were 
interested would give assistance to the Institute in this 
matter. Nothing more important had arisen for years, 
he -said, than the whole question of training and 
education. 

Proposing the toast of “The Birmingham Chartered 
Accountant Students’ Society’, Mr D. H. Buchanan 
said that for better or for worse we were living in an 
age of great technical improvement, and competition 
in world markets was becoming increasingly keen; 
consequently accountants were playing an increasingly 
vital role. For the maintenance of industry a full use of 
financial resources was absolutely vital in the present 
day if the country was to keep its place i in the com- 
merce of the world. 

Saying that Napoleon had once referred to England 


as a nation of shopkeepers, Mr Buchanan commented: 
ʻI believe it is the shopkeepers who will win in the 
economic ‘struggle of today. But good shopkeeping 
demands good accountants and I know we can all look 
confidently to the future bécause the work of your 
Society is to produce good accountants who wil @ 
maintain that good accountancy’. 

Replying, Mr P. E. Couse, honorary secretary of 
the society, reviewed some of the society’s main 
events during the year. He said that the most outs 


‘standing event was the final’ amalgamation with the 


Incorporated Accountant Students’ Society. He said 
that this. was the first full year of integration and he 
was glad to say that it had caused no great disorgan- 
ization of the society’s activities — except for the’ fact 


.that there had been a marked increase in attendance at 


evening lectures. 


Best Lecture Programme 

The main purpose of the students’ society, he said, 
was to help in the education of its members, and 
Birmingham, with 1,500 members, had the most com- 
prehensive range of lectures in the cowntry with the 
exception of the London Students’ Society. 

Mr Couse welcomed the setting-up of the new com- 
mittee to study the educational needs of the profession 
and said he thought it would help to revitalize the 
present system which was in constant need of revision 
to meet today’s requirements. 

- He felt that the real strength of the students’-~-- 
society lay in its ordinary members. He said he had 
been told time and again. by those who had qualified 
that they had found the soctety of the greatest help in 
their studies. 

Mr C. F. M. Rawlinson, B.A., A.C.A, a committee 
member of the society, proposed the toast of ‘Our 
Guests’, and said it was a great and honoured privilege 
to entertain Mr Barrows. ‘In Birmingham we are all 
very proud that he has been selected for his high post,’ 
he said. Mr C. A. Norris responded to the toast. 

Replying to the toast of “The President’, proposed 
by Mr D. R. Rowley, B.A., honorary treasurer of the 
society, Mr Maddison referred to the fact that it was 
more than forty years since a President of the Institute 
had come from Birmingham. ‘It is with great sincerity,’ 
he said, ‘that I express the belief that it will be much less 
than forty years again before another President is chosen 
from Birmingham. I would like to express the hope 
that a member of the present students’ society will 
reach that high post. It is, perhaps, premature to speak 
of quite such lofty ambitions but great achievements 
rarely come by chance and great success is the result 
of early determination.’ 


JOHN FOORD & COMPANY 
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Income Tax: Schedule A - 


Mr Pace asked the Chancellor of the Exchequer the 

annual cost, in each of the past ten years, of the admin- 

istration of claims in-respect of property assessed to 
tax under Schédule A for repairs and maintenance, 

. fer lost rents-and.for voids, respectively. 

Mr Simon: The precise. figuies of cost are not 
available. ‘Che work or® maintenance claims required 
about 600 staff units in 1958 as compared: with about 
doo in 1949. The work on lost rent, and void claims 
required about - ‘twenty staffs units: throughout the 
period, 

Mr Pace: May I ask my hon: and learned friend 
whether it is the fact that only a very small proportion 
‘of people entitled to make maintenance claims actually 
make them? Does he agree-that if everybody entitled 
to-do so did make a claim, it would make it not worth 
while collecting Schedule, A7 

Mr Simow: Certainly not all- those entitled to 
claim do.so. The second part of my hon. friend’s 
supplementary question ie hypothetical. 

: Mr Pace asked the. Chancellor of the Exchequer 
whether he will. give an estimate of the cost of the 
quinquennial e revaluation. of rented property for 

. Schedule A tax; and whether he is satisfied that such 
cost is justified having regard to the fact that, by 
virtue of the provisions for the collection of tax upon 
excess rents, the assessment for Schedule A tax is 
irrelevant to the amount of revenue collected. 

My Simon: Quinquennial tevaluations for Schedule 
A were suspended in 1940 until Parliament decides to 
_reintroduce them. 

-Mr Pace: Before Parliament decides to reintroduce 
the revaluations, will my hon. and learned friend 
_consider whether it is. really worth while continuing 

the two systems of collection of tax on Schedule A 
and on excess rents? Would not it be more economical 
to do. away: with Schedule ‘A, collecting it all on total 
rents? 

Mr SIMON: No, Sir; that i is not possible under the 
existing law. 

Mr Gower’ asked the Chancellor of the Ex- 
chequer what proportion of Schedule A tax was paid 
last year in respect of owner-occupied houses and 
flats; and what consideration he has given to abolishing 
this.tax in respect of such premises, 

e Mr Simon: The total income tax for last year 
attributable to owner-occupation of houses and flats 
is estimated at about £35 million. My right hon. 
friend will keep this and all other taxes under review 
in’ preparing his Budget. 

Mr Gower: In keeping this matter under review, 
will my hon. and learned friend ask my right hon. 
friend to take into account the fact that-it would be 
a great stimulus to house ownership if this tax were 
abated or removed? 

Mr Simon: I will certainly draw my hon. friend’s 

- remarks to the attention of my right hon. friend. 

Mr Dison: Was that the gross figure or the net 
figure after maintenance claims had been made? 

Mr Simon: That was the net figure. 

‘Mr Pace asked. the Chancellor of the Exchequer 
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what revenue would be lost by abolishing Schedule A 
tax upon owner-occupied business premises. 
- Mr Sou: About £3 million. 

Mr Pace: Would my hon. and learned friend agree 
that this is a very cumbersome way of collecting tax — 
by charging it on one schedule and giving it back on 
another? Is not this another instance of the, Chancellor 
being ‘able to do away with Schedule A? 

- Mr Simon: No, Sir. There may be respectable 
arguments for the abolition of Schedule A on owner- 
occupation, but this.is not one of them. The income 
charged under Schedule A does not qualify for earned 
income relief, and it would be quite inequitable to 
abolish the Schedule A charge on owner-occupied 
business premises. The trader who occupies premises 
at a rack-rent cannot claim earned.income relief on so 
much of his gross income as is paid away in rent and 
deducted in arriving at his profits for income tax 
purposes, and there is no reason why more favourabl 
treatment should be given to his competitor who owns 
his own premises: That point was made by the Royal 
Commission on the Taxation of Profits and Income, ' 
together with other arguments. 


Hansard, Nov. 20th, 1958. Oral Answers: Col. 1294. 


Coinage: Decimal System. 


Mr Lipron asked the Chancellor of the Excheque 
when he proposes to introduce a “decimal coinage. 

Mr ErroLL: My right bon friend has no su 
proposal in mind, 

Hon. Mempers: Hear, hear. _ 

Mr Lirron: What is there to ‘hear, hear’ about? 
Is the Economic Secretary aware that, seven years ago, 
the Hodgson Committee reported in favour of the 
adoption of the mietric system and decimal coinage? 
Does he appreciate that the Government are.continuing 
to earn the execration of generations of schoolchildren 
who are forced to learn the present very unsatisfactory 
system of weights and measures? 

Mr ErroLL: I do not think that our system of 
currency, as distinct from weights and measures, is as 
unpopularin the country as the hon. gentleman supposes. 

Mr SHINWELL: Does not the Economic Secretary 
agree that there is really nothing wrong with our 
present coins except that some of us cannot get 
enough of them? 


Hansard, Nov. 20th, 1958. Oral Answers. Col. 1299. 


Income Tax: Notices 


Mr Pace asked the Chancellor of the Exchequer 
if he will review the form of notices, such as that 
headed Finance Act, 1958, Settlements, issued ‘by 
the Special Commissioners of Income Tax, following 
upon the passing of Finance Acts, so that they may 
be more explanatory of the subject to which t 
Commissioners desire to draw the taxpayers’ attentiori. 

Mr Gong: The Inland Revenue will try to give 
more explanation of the subject-matter in any such 
notice which may be issued in the future. 


Hansard, Nov. 20th, 1958. Written Answers. Col. 179. 
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Personal Incomes 


Mr Lewis asked the Chancellor of the Exchequer 
whether he will publish in Hansard a table of figures 
giving the net income received by a man claiming 
normal tax reliefs for a wife and two children, after 
deduction of normal income tax and surtax charges, 
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for each financial year from April 1950 to April 
1958-59, in the wage and salary scales, £400, £600, 
£750, £1,000, £10,000, and £20,000 per annum, 
respectively. 

Mr Amory: Yes. KR 


Hansard, Nov. 18th, 1958. Written Answers. Col. 124. 


NET INCOME AFTER DEDUCTION OF INcomE TAX AND SURTAX, OF MARRIED MEN WITH TWO CHILDREN (BOTH UNDER ELEVEN YEARS OF AGE) 
` INCOME ALL EARNED 
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gd LONDON STUDENTS’ COLUMN - 


News from the London Chartered Accountant Students’ Committee 


Membership 


New student members admitted during the year have 
exceeded 1,000 for the first time in the history of the 
Society. In addition, some 1,600 students have been 
transferred from the former Incorporated Accountants 
Students’ Society. The total membership is now over 
7,000. 

~-Mr-D. R. Waters has joined the committee to fill 
the vacancy caused by the resignation of Mr L. G. 
Payne, A.C.A., reported last month. 


Social 


The students’ supper recently held was quite as enjoy- 
able and completely informal as had been hoped. It is 
intended to arrafige another such supper in the spring. 
The meet-the-committee lunches are also proving a 
success; the last this session will be on December rst, 
as noted on the programme. 

The speakers’ course continues to be a popular and 
valuable side of the Society’s activities. The final meet- 
ing of the course on December 2nd will be a dinner 
debate and mock parliament — not to be confused with 
the mock company meeting of Miss Adventures Ltd 
on the previous day! 

The number for the Christmas dance at the Royal 
Festival Hall on December 19th is 1,100, and there is 
a waiting list for any tickets which may be returned. 
~ Over 1,300 members will be attending the annual 
dinner at Grosvenor House, Park, Lane, London, at 
which the speakers will include the Lord Mayor of 
London, known to us as Sir Harold Gillett, our 
immediate Past President, and Lord Rowallan, the 
Chief Scout. 


Education and Training Subcommittee 


Members are reminded that December 13th is the last 
day for sending in to Mr R, J. Carter their views and 
suggestions for consideration by the subcommittee, 


-which will be drafting the memorandum for sub- 


mission to the Institute’s Committee on Education and 
Training. \ 
Union Conference - 


The annual conference of the Union of Chartered 
Accountant Students’ Societies will be held at Bristol 
on December 4th and sth to discuss many subjects of 
importance to articled clerks, especially in relation to 
the review of education and training. 


Lectures ` 


For the spring session next year, we shall be back in 
the Oak Hall of the Institute for all except the larger 
meetings. ° 

The ‘Practical Aspect’ and the introductory courses 
this session have both shown encouragingly increased, 
attendances and the whole-day course on November 
roth was again oversubscribed by 100 per cent. 


Branches 


The first meeting of the new branch at Reading was 
held on November 25th. The new Mid-Surrey Branch 
has also made an encouraging start. Members living 
in these areas should ask for details of meetings. 


Sport 


The Association football match against Reading 
University was lost — three goals to nine. 
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Notes and Notices 


PERSONAL 


Messrs CassLETON ELLIOTT & Co announce that 
Mr H C. Carter, F.S.A.A., who has been resident 
partner for some years in Freetown, having reached 
the age limit, is retiring from the firm on December 
31st, 1958. Mr S. P. BREWSTER, F.C.A., senior resident 
partner of Cassleton Elliott & Co, Ghana, will succeed 
him as controlling partngr with Mr D. J. B. Herrera, 
A.C.A., aS resident manager. 

Messrs SINCLAIR, DE MESQUITA & Co, Chartered 
Accountants, announce that they have removed their 
offices to 118 Od Broad Street, London, ECz2. 
Telephone: London Wall 2961. 

Messrs SINCLAIR, FURMAN & Co, Chartered Ac- 
countants, announce that they have removed their 
offices to 118 Old Broad Street, London, ECa2. 
Telephone: London Wall 2961. 

Messrs LANDAU, Monte & Scotr announce that 
as from Noveguber xıth, «958, their principal offices 
formerly situated at 52-54 High Holborn, London, 
WC1, have been removed to 2 Bentinck Street, London, 
Wi. Telephone: Hunter 2401. 


PROFESSIONAL NOTES 


Mr H. T. È Reid, F.c.a., has been appointed 
chairman of Dalkeith (Ceylon) Rubber Estates Ltd. 

Mr Douglas Alfred Trigwell, A.C.A., has been 
appointed administrator and company secretary of 
Galitzine & Partners Ltd, and its associated company, 
PRO Service Ltd. 

Mr J. R. Dawes, A.C.A., secretary of National 
Plastics Ltd, has been appointed á director of the 
company and of its subsidiaries. : 

Mr James Ritchie, c.a., has been elected to the 
board of Scottish Cables Ltd. 


OBITUARY 
Montagu Lathom Gedge, Q.C. 


It is with great regret that we announce the death last 
Monday, at the age of 59, of Mr Montagu Gedge, Q.C. 

Mr Gedge, who had been chairman of the panel of 
judges for The Accountant Annual Awards since their 
inception in 1954, was chairman of the committee set 
up by the Board of Trade in 1952 to consider the 
desirability of permitting the issue of shares of no par 
value. He was also a member of the Company Law 
“Amendment Committee, 1943. 

Educated in Bonn and at Merchant Taylors’ School, 
he served in the First World War from 1917-19. He 
then read for the Bar, being called by the Inner Temple 
in 1922. He took silk in 1949 and retired from practice 
in the summer of last year. 

Montagu Gedge had many friends in the account, 
ancy profession. From years of notable experience he 
had acquired a special technique for dealing with 
financial matters — a remarkable compound of robust 
common sense, ability to distinguish sharply between 
the relevant and the irrelevant, and complete honesty 
of mind. For many, he started by being a professional 
adviser and soon became a dear friend. The whole 
accountancy profession, for which he had sympathy 
and understanding, is indebted to him because he was 


not only a good lawyer but was also profoundly inter- 
ested in company law reform and the integrity of 
business affairs. 

For five years, successive representatives of the City 
and of the accountancy profession took thgir places on 
the panel of judges for The Accountant Annual Awards 
and rejoiced to serve under a chairman abounding in 
practical wisdom, profound legal knowledge and genial 
enthusiasm. 

We grieve for a warm-hearted and unselfish colleague 
and a reliable and wise adviser. 


CHARTERED ACCOUNTANT ADOPTED 
AS LIBERAL CANDIDATE 


Mr Lawrence W. Robson, F.c.A., F.c.W.A., has been 
adopted as prospective Liberal candidate for the North 
Norwich constituency. Mr Robson, who is a former 
President of the Liberal Party, is a member of the 
Councils of the English Institute and The Institute of 
Cost and Works Accountants. Mrs Robson is the pros- 
pective Liberal candidate for the Eye Division of Suffolk. 


E.C.G.D. COVER FOR ENGINEERING 
GOODS 


The Export Credits Guarantee Department has simpli- 
fied arrangements for cover on those engineering goods 
commonly sold on credit terms ranging from six 
months to three years maximum, whatever the unit 
value of those goods, which are covered by ‘Extende 
Terms’ endorsements or memoranda attached to th 
normal short-term cover. The short-term cover will 
continue to apply to raw materials and consumer goods. 

Hitherto the credit terms acceptable for insurance 
within this field have been decided for each application 
for cover on an individual transaction. E.C.G.D. has 
now informed such policy-holders that they can assume 
there will be no objection to credit terms up to two 
years’ maximum in respect of orders of £20,000 òf 
more for either commercial credit users (such as dis- 
tributors) or for end-user buyers; and that there will 
be no objection to terms up to three years’ maximum 
for orders of £50,000 or more for end-user buyers. 


MUNICIPAL DEBT INCREASE 


The eighth biennial Return of Outstanding Debt at 
March 31st, 1958, compiled by The Institute of 
Municipal Treasurers and Accountants,! shows that 
the total debt for which local authorities were respon- 
sible was £2,402'9 million, a rise of over £415 million 
compared with £1,987°5 million two years previously. 
Of this total, housing accounted for £1,409°4 million 
and education £5201 million. 

The publication contains statistics for all county 
boroughs, counties and metropolitan boroughs and a 
sample of 215 non-county boroughs, 195 urban dis- 
tricts and 126 rural districts. Particulars of the methods 
by which loans were raised and the average rate of 
interest at which interest was paid on these loans at 
March gist, 1958, are shown in a summary. 


1 The Institute of Municipal Treasurers and Accountants 
(Incorporated), 7 Buckingham Place, London, SW. 
7s 6d post free. 
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CHARTERED ACCOUNTANTS’ DINNER 
AT GRIMSBY 


The annual dinner of the Grimsby and North Lincoln- 
shire Branch of the Hull, East Yorkshire and Lincoln- 
shire Society of Chartered Accountants was held at 
The Royal Hotel, Grimsby, on Thursday, November 
13th, The branch Chairman, Mr M. G. Bain, F.c.a., 
was in the chair, supported by the President, Mr A. A. 
Beardsall, F.qa. 

Approximately 125 members and guests attended 
and among those present were: `. 

Sir John D. Marsden, Bart., Mr W. H. Lawson, 
C.B.E., B.A., F.C.A. (Immediate Past President, Institute of 
Chartered Accountants in England and Wales); Alder- 
man M. Larmour (Mayor of Grimsby); Councillor W. 
Solomon (Mayor of Cleethorpes); Messrs D. C. S. 
Downs, F.C.A. (President, Hull, East Yorkshire and 
Lincolnshire Soctety of Chartered Accountants); C. M. 
Strachan, opp, F.C.A. (a member of the Council of the 
Institute): Lieut. “Col. N. B. Hart, 0.8.£., T.D., D.L., M.A., 
LL.B., F.C.A. (Chairman, Lincoln and South Lincolnshire 
Group of Chartered Accountants); and Mr- John H. West, 
M.A., LL.B. 

The toast of “The Institute of Chartered Accountants 
in England and -Wales’ was proposed by Sir John 
Marsden: Responding, Mr W. H. Lawson, referred to 
the new recommendation of the Council dealing with 
the treatment of investments in the balance sheets of 
trading companies, o 

Mr j. B. Harrison, F.C.A., past chairman of the 
branch, proposed the toasts of “The Guests’, a response 
to which was given by Mr John H. West. 


STOKE-ON-TRENT CHARTERED 
‘ACCOUNTANTS’ DINNER 


The annual dinner of the Stoke-on-Trent Area Branch 
of the Birmingham and District Society of Chartered 
Accountants was held at Stoke on November 12th. 
Mr R. A. Harding, F.c.a., Chairman of the branch, 
presided over the company of 144 members. and 
guests. Among those present were Mr W. L. Barrows, 
LL.D., J.P., F.C.A., President, The Institute of Chartered 
Accountants i in England and Wales; Col. Sir George 
Wade, M.C., J.P., President, North Staffordshire 
Chamber of Commerce; Mr R. S. Deacon, President, 
North Staffordshire Law Society; and Mr R. Bails 
Johnson, M.C., T.D., J.P., President, British Pottery 
Manufacturers’ Federation. 


THE INSTITUTE OF COST AND WORKS. 


ACCOUNTANTS 
Dublin ‘and District Branch 
A dinner of the Dublin and District Branch of The 
Institute of Cost and Works Accountants was held at 
The Shelbourne Hotel, Dublin, on November st, 


under the chairmanship of Mr P. F. Kennedy, F.c.w.a., 
President of the branch. 
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The principal guest was Dr J.-I. FitzPatrick, PH.D., 
B.COMM., F.C.A., President of the Federation of Irish 
Industries, who responded to the toast ‘Prosperity 
to Ireland’, proposed by Mr Derek du Pré, Secretary 
of the Institute. In the-course df his speech, Dr 
FitzPatrick stated that the greatest measure of pros- 
perity in a community can only be attained when all 
sections are pulling in one direction; with this end in 
view he suggested that there should be one compre- 
hensive organization embracing the different bodies 
representing the industrial, agricultural, commercial, 
professional and other sections of the country. “THe 
creation of a nation-wide comprehensive organization 
integrating these organizations would create a unity 
of purpose absent today’, he added. 

Mr Kevin McCourt, director, P. J. Carroll & Ce 
Ltd, Dundalk, proposed the toast of ‘The Institute of 
Cost and Works Accountants’ to which Mr H J: 
Furness, F.C.W.A., President of the Institute, replied. 
The toast of “The Guests’ was proposed by Mr 
Kennedy, and Mrs C. Byrne, Lord Mayor of Dublin, 
responded. 

The President of the Institute and Mrs Furness, 
together with Mr Derek du Pré and Dublin and Distfict 
Branch ‘officers, were earlier received at the Mansion 
House, Dublin, by the Lord Mayor: 


| NEW ZEALAND ACCOUNTANTS’ 
YEAR-BOOK «+ | 


The New Zealand Society of Accountants’ Year-book 
for 1958 shows that membership of the Society 
increased by 197 over the previous year, bringing 
the total number of members to 6,388. Of these, 
4,460 are situated in North Island, 1,703 in South 
Island and 225 overseas. The number of members in 
practice is shown to be 1,791, while there are 4,597 
not in practice 

The Year-book contains alphabetical and topogra- 
phical lists of members’ together with the names of 
members of the forty-ninth Council and details of the 
membership of the Council’s six committeés, A scale 
of fees which the Council of the Society recommends 
should be used by members as a basis for fixing fees 
is included, from which Sections 1 and 2 are repro- 
duced: 


(1) Auditing, Accounting, Secretarial and General Work: 
Charge for all professional work (including work 
undertaken continuously or by contract yearly or half- 
yearly) to be based on the time necessary and reason- 
ably devoted to each matter by principals and/or staff: 
Loi Principals — £1 11s 6d to £3 3s per hour; 
. (b) Assistants’ time to be charged at a rate equallinge 
twice the salary paid, based on a working year of 
1,500 hours. 
. (2) Investigations, Specialized and Urgent Work: 
(a) Special rates for special work, with a minimum 
fee for principals of £3 3s per hour. 
(b) Assistants’ time to be charged as in (1) (b). 


MOTOR— FIRE—— CONSEQUENTIAL LOSS 


. MOTOR UNION 


INSURANCE 
COMPANY 


. 10 ST JAMES’S STREET, LONDON, SW1 
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AUSTRALIAN INSTITUTE’S NEW 
PRESIDENT 


At the November meeting of the General Council of 
The Institute of Chartered Accountants in Australia, 
Mr J. W. Peden, F.c.a.(ausT.), a partner in the firm of 
R. G. Groom & Co, Brisbane, was elected President. 
Mr G. C. Tootell, r.c.a.(aust.), of Melbourne, and Mr 
Colin R. Kelynack, F.c.a.(aust.), of Sydney, were 
elected Vice-Presidents. 


. LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


The next meeting of the London and District 
Society of Chartered Accountants will be held in the 
@ak-Hall of the Institute next Tuesday at 6 p.m., 
when Mr G. F, Saunders, F.C.A., will speak on ‘The 
Institute’s Recommendations’. 


INTERNATIONAL FISCAL ASSOCIATION 
United Kingdom Branch 


A meeting of the United Kingdom Branch of the 
International Fiscal Assgpciation, to be held next 
Thursday at 6 p.m. in the P. & O. boardroom at 122 
Leadenhall Street, London, EC3, will be addressed by 
Mr J. F. MacGregor, tax adviser to the Ford Motor 
group, on “The administration of income taxes: some 
views on the British system in operation’. 
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THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


In view. of the special prayer meeting to be held 
in connection with the campaign of the Federation 
of London Christian Unions at 6 p.m. next Monday, 
December rst, at Livingstone Hall, Broadway, 
Westminster, SW1. the monthly prayer meeting of 
The Accountants’ Christian Fellowship at the same 
time has been cancelled. 

THE CHARTERED ACCOUNTANT 

STUDENTS’ SOCIETY OF LONDON 


The following meetings will be held during next week: 


Monday: Whole-day course (limited number). 
Lectures on ‘The audit of mechanized accounts’, by 
Mr J. W. Marzetts, F.c.a., and on ‘Company meetings’, 
by Mr W. F. Talbot, F.c.1.8., F.1..1., F.R.ECON.S. 
Lecture, film and demonstration of punched-card 
accounting 
I2,30 p.m. at Incorporated Accountants’ Hall: ‘Meet- 
the-committee’ meeting (stand-up lunch can be 
obtained). , ` 
5.30 p.m. at Caxton Hall, Victoria Street, SWr.s A 
mock company meeting. S 
Tuesday: Visit to Lloyds Bank (limited number), ` | 
6.15 p.m. at The Railway Tavern, Liverpool Street, 
EC2.; Dinner debate with a mock parliament, 
Saturday, 10.15 a.m. at Luton: Lectures on ‘Branch 
accounts’ and on ‘Consolidated accounts’, by Mr V.- 
S. Hockley, B.COM., C.A., A.A.C.C.A. 





OFFICIAL NOTICES 


(See also page Xvi!) 





Accountancy. Assistant (General Administrative Grade) for 
‘Treasurer's Department. Wide knowledge of accountancy essen- 
tial. Salaries and wages experience desirable. Salary scale £750 xX 
£35(6) x £40(1)-£1,000 plus London Weighting Allowance. 
~ Applications, giving age, education, experience, present salary, 
together with names of two referees to the Secretary, North-east 
Metropolitan Regional Board, 40 Eastbourne Terrace, W2, 
within seven days. i 


Government of the Federation of Rhodesia 
` i and Nyasaland 


Federal Audit Department 
VACANCIES FOR AUDIT EXAMINERS 


The Federal Government Audit Department offers an interesting 
and rewarding career to young men: 
Grades are: JUNIOR EXAMINER, £460-£960. 
SENIOR EXAMINER, £740-£1,150. 
: ASSISTANT ÅUDITOR, £1,250-£1,550. 

. and promotion through these grades is dependent on efficiency 
and on an officer passing certain departmental examinations. 
«Promotion thereafter is dependent on merit and vacancies in 

` grades with salaries from £1,600 to £3,500. f 
Commencing salaries range from Zapeo for a school-leaver with 

five G.C.E. subjects SÉ at ‘O’ level to £900 for the holder 

of the Final examination of The Institute of Chartered Account- 


ants. One increment, up to a maximum of four, is grarited in the 

scales for each year of approved previous experience and credit 

is also given in certain circumstances for completed years of 
national service. Examples of progression are: _ 

(i) The entrant at £460 can, if he passes departmental examin- 

ations modelled on a B.Comm. course, proceed to £740 p.a. 

after three years and to £1,250 p.a. after a er three 


ears. 

(it) The Chartered Accountant who commences at £900 can, 
on passing a departmental examination covering the 
financial aspects of the Federal administration, proceed to 
£1,250 after one year. g i 

Depending on qualifications and previous experience, other 

entrants can reach £7,250 p.a. after periods of one to five years, 

Further details and application forms: from the Secretary (R), 

Rhodesia House, 429 Strand, London, WC2. Closing date 
December 2oth. 





Hertfordshire County Council 


ELECTRONIC COMPUTER INVESTIGATION 
Applications are invited from fully-qualified Accountants with 
considerable experience of accountancy in a large organization, 
and preferably in the computer field, The person appointed will 
hold the rank of Assistant Treasurer (scale £1,475~£1,695), the 
starting salary depending upon experience. With the help of a 
qualified accountant and of the organization and methods team, 
he will be responsible for reviewing present methods and pre- 
paring for the installation of a computer. 

This is not a temporary post. 

Applications, together with the names of two referees, to the 
Comity Treasurer, County Hall, Hertford, by December roth, 
1958. 








ROYAL EXCHANGE | 


INCORPORATED A.D. 1720 
Heran Orrice: ROYAL EXCHANGE, Lonpon, Branches throughout the Country. 


ASSURANCE : 
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Computer Landmark 


MOMENTOUS fortnight in the computer world is over 
A: fortnight which had for long been a red mark in tht 
diaries of many accountants and indfstrial executives both 
in the United Kingdom and abroad; it started last week at the 
National Physical Laboratory with the symposium on the mech 
anization of thought processes, and continued at Olympia with 


- the Electronic Computer Exhibition and Business Computer 


Symposium. 

The exhibition has been a most enterprising effort on the part 
of its organizers, and at Olympia electronic panels were to be seen 
flashing off on almost every stand. At least fifteen computers were 
on view and in action, many of them demonstrating actual jobs 
which similar machines are doing daily in*customers’ offices. With 
a total value of exhibits of over eight million pounds, fhe exhibition 
is reputed to have had a greater value per square «foot than any 
other exhibition staged there. 

Figures of the attendance were not recorded, but even the 
organizers were surprised at the large numbers and at times it 
was impossible to get near some stands. It is yet too early to 
assess what sales may result, but there is no doubt that the 
exhibition has created interest in many places which will be 
followed by more detailed investigation. 

At the Business Computer Symposium, the numbers attending 
at each session exceeded 700 and included delegates from many 
countries overseas, amongst which were Russia and the U.S.A. 
This demonstrates the world-wide interest in both the exhibition 
and the symposium. Some twenty papers were presented — 
summaries of those which are of more particular interest to the 
accountancy profession appear on other pages of this issue. 

The amount of information presented in each paper was 
immense, and the confident way in which the speakers responded 
to the many searching questions in the ensuing discussions showed 
the progress which has been made in applying computers to a 
great variety of tasks. 

One thing is beyond doubt, the past fortnight has dispelled any 
thoughts that computers are still devices of the future; there is, 
in fact, ample proof that they have already become woven into the 
framework of the business life of the country. This alone makes 
the. exhibition such an important landmark of progress in the 


"computer field; from now on, computers are accepted and those 


concerned with them are no longer pioneers, but are making ever- 


` growing use of a welts and proven tool for both scientific and 
- ‘commercial. uses... 
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< Take-over Bids and Bids for Control _ 
LU i . n { 
SOME LEGAL ASPECTS 
by A BARRISTER-AT-LAW 
° 
DS i Recently, bids of one kind or another have been making their appearance with 
: increasing frequency. In 1957 they averaged more than one per working day; this 
year the fihancial Press has reported as many as three a day. There are, of course, 
reasons s for this vogue, some of which are examined in this article together with the 
e e Za . = law relating to take-overs generally. 


UN THILE a successful bid involves a change 
in the ownership of a company it makes no 


change in the legal structure or functions ` - 


of the company, though these results may flow 
later from the change, of ownership. The bid 
differs from” a purchase of shares op the stock 
exchange. in that it is an ‘offer’ made publicly 
to the holders of all the shares. of a particular 
class in ‘the company concerned, notwithstanding 
that ‘only a percentage of such shares may be the 
subject of the offer, and that it may take the’ 
form of an invitation to shareholders to offer 
their shares to the bidder at a named price. 

Bids can be classified under four main heads 
according to the object of the bidder in making 
the bid: (i) industrial mergers; (ii) ‘shell opera- 
tions’; (iii) bids to exploit the assets value of the 
company taken over; and Di bids SÉ ‘empire 
builders’. 


` Mergers 


A: recent example of an industrial merger is 
the absorption of W.. T. Henley’s Telegraph 
Works by Associated Electrical Industries for 
the following reasons given by the chairman. of 
the latter company: d 


(a) saving in capital expenditure through avoiding 
: duplication of effort; 
" (b); reduction..in the present extreme E ‘of 
cables produced; ` 
., (c) saving on research and development in a period 
, of rapid technical advance, when the strain on 
high-level research staff is considerable; and - 
(dl the advantages: of a larger manufacturing base 


- than either company could SE indepen- 
` dently.. ; ute 


Other factors usually Eads in such cases are- 
the partial“ elimination of competition and the 


a better competitive ‘position’ where large-scale. 


contracts are involved, as in the cable-making 
industry. 

Amalgamations of this Wi are generally 
made for sound economic reasons and in some 
industries like the aircraft industry, which is” 


Gong strong American’ competition, the forma- 
‘tion of bigger units is actively encouraged by the 


Government, 


Shell Companies 


A more intriguing type of take-over is that which 
uses the technique of the ‘shell company’. A shell 
company is one which has lost or disposed of its 
trading assets, or most of them, but whose shares 


are quoted on a recognized stock exchange. 


By means of the ‘shell operation’ a private 
company can be placed outside the scope of 


surtax directions at less cost than by making a 


public flotation of its own, or by ‘placing’ 25 
per. cent of its shares with the investing public,- 
and in circumstances in which the company might 
be too small or lacking in a sufficient profit 
record to do either. A shell company is also the 
means whereby past and future profits of the 
private company can be capitalized. 

‘To effect these benefits the directors of the 
private company first obtain surtax clearances 
in respect of the company. for the past six years. 
They then purchase a shell (which. may. cost 
£7,000-£12,000, exclusive of assets) from among 


` unprofitable companies or mining or rubber 
‘plantation companies which have disposed of 


their assets (except cash), with an objects clause 
wide enough: to cover the business carried on by 
the private company. Not more than 75 per cent 
of the. shares of the: shell company (unless the 
balance is subsequently sold to the public) are’ 
then acquired oy the owners of the Proe 


_ company. 
move towards’ rationalization. which - provides -. 


The shell company then pirchnses the shires 


_of the private company for their full value; and if 


December oth, 1998 


the private company has a fund of undistributed 
profits (as it probably will) this will be included 
in the sale price without any deduction for 
future tax liability. If the shell. company has any 


cash, this can be utilized in part payment for the: 


private company’s shares, but the cash: assets of 
the private company cannot be used for this 
purpose, as Section 54 of the Companies Act, 
1948, forbids a company to provide financial 
assistance towards the purchase of its own shares. 
Also, because of Section 27 of the Companies 
Act, it is important that the shares of the shell 


company should be acquired by the owners of. 


the private company and not by the company 
itself. : 


Capitalization. of Profits 


The balance of the purchase consideration (or the’ 


whole of the consideration if the shell company 
has no cash) may be satisfied by the issue to the 
owners of the private: company of unsecured 
loan stock in the shell company (which may or 
may not bear interest) repayable over a term of 
years out of the future profits of the shell com- 


pany, of which the former private company will 


now be a wholly-owned subsidiary. The future 
profits of the shell company — to the extent of the 
loan stock created — will thus reach the pro- 


prietors of that stock (who are the former owners 
of the private company) in the form of capital,’ 


which is one of the objects of the shell operation. 
While they will have to forgo 25 per cent of the 
ordinary share capital of the shell company in 
favour of the public, the ‘public’ may include 
friends and relatives of the vendors, provided the 
shares. are held by them unconditionally and the 
relatives are not relatives within. the. meaning of 
Section 256 (3) (a) of the Income. Tax Act, 1952 
(Tatem Steamship Navigation Co Lidv:C.1.R. (24 
T.C. 57; 20 A.T.C. oam, 

Prior to thë Control of Borrowing (Amend- 
ment) Order, 1958, a rapidly expanding hire- 
purchase company in need of additional cash 
could replenish its coffers without the consent 
of the Capital Issues Committee by taking over a 


shell company with large liquid resources in. 


exchange for its own shares. Such an operation 
is now made subject to SSES with the 
Order. 


Exploiting Assets Values 


Stock exchange quotations, while, making dué 
allowance for a number of other factors, are 
usually based on current. or estimated earnings 


and earnings cover, together with profits record.. 
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Assets backing is not reflected in share prices to 
the same extent unless there is a take-over in the 
offing or the company is.to be liquidated. While: 
inflation has pushed up the value of most com- 
panies’ assets, considerations of surtax and the 
high rate of distributed profits tax prior to 
April 1st, 1958, have tended to keep dividends’ 
down to a lower percentage of net earnings than 
in pre-war days. Many ‘companies which are 
paying conservative dividends and accumulating 
large reserves are thus sitting targets for would-be 
bidders who’ consider they can employ the 
company’s assets to better advantage than the 
present directors. 

By and large, the bid technique has ae. 
hignly developed and largely employed by a 
relatively small number of highly successful 
industrial and commercial groups, whose opera- 
tions are assisted by Schedule VIII to the Com- 
panies Act, 1948, which, requires companies, to 
furnish accounts in far greater detail than’ was: 
the case under: earlier legislation. If the shares’ 
of the company to be taken over are widely held, 
so much the better, since a ‘scattered body of 
shareholders is less able to bargain for a better: 
price. ` ES . i . 
Objects of the Bid 
A bid may be made for ownership or for control 
or Zor a small percentage of a company’s capital.. 
(Recently a bid was made for 23 per cent of the 
ordinary share capital of Whiteley Stevens 
(Holdings), ` rayon and nylon manufacturers.) 
If the object is to acquire ownership of the: 
company, the bid takes the form of an offer. for 
all the equity capital at a named price per share. 
conditional upon acceptances from holders of 
go per cent of the capital being received by a 
certain date — three weeks hence. If the holders 
of go per cent accept, the bidder, if a company, 
can compel the outstanding minority under 
Section 209 of the Companies Act to transfer 
their shareholdings to it (usually upon the same’ 
terms), while the minority can EE the bidder, 
to purchase their shares. 

Offers may take the form of cash, or shares in 
the bidding company which may or may not be 
of the same kind as the acquired shares, or both. 
Although the City has made it clear that it does ` 
not.like non-voting shares, in recent years shares 
offered in exchange for ordinary shares are. 
frequently of the non-voting variety known as 
‘A’ ordinary shares... 

If control and not ownership of a company is 
desired, a successful bid for 51 per cent of the 
equity, is all that is required. A circular invites 
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the offer of such number of shares to the bidder 
as is sufficient to give control and states that any 
offers.over that number may not be accepted. 
Through fear of being forced into a minority 
position without any option, shareholders usually 
hasten to accept the offer (which may be unfair 
in relation to the company’s assets). The partial 
bid is therefore fraught with greater dangers 
for shareholders (han: the bid for ownership, 
especially if the identity of the bidder is not dis- 
closed. (Some finance, houses acting for clients 
insist on the biddef’s identity being made 
known.) On the other hand, minority share- 
Holders may benefit greatly if control i is acquired 
by a major or highly successful company. In 
the case of Trinidad Petroleum Development, 
for example, the price of the company’s 
shares doubled not long after control was 
acquired by British Petroleum, aided, no doubt, 
by the prevailing econqmic climate at the time. 
But whether the bid be for ownership or control, 
the bidding company , will most likely have 
already ‘infiltrated’ into the company to be 
taken over by purchasing a minority holding 
in the market fn the names of nominees. 

As might be expected, the most successful 
‘empire builders’ are among the most skilful 
and experienced operators in the take-over field, 
but such success is only made possible by a 
record of business management which has 
proved highly advantageous to shareholders. 
Some, like Debenhams, House of Fraser and 
Great Universal Stores, confine their activities, 
in the main, to retail trading, while Sears Holdings 
combines retail trading with shipbuilding, 
engineering and other trades. 


Statutory Aids and Restrictions 


Once ownership or control of a company has 
been acquired by the bidders, a simple majority 
at a general meeting is sufficient under Section 


184 of the Companies Act to oust the sitting ` 


directors, notwithstanding anything in the articles 
or in any agreement between the company and 
the directors. Prior to the Act of 1948, directors 
could entrench themselves either by clauses in 
the articles or by special agreements, so that an 
adverse majority among the shareholders might 
be unable immediately to take effective action 
to assert their control. 

Section 55 of the Finance Act, 1927, provides 
relief both from ad valorem conveyance duty and 
from companies’ capital duty in the case of certain 
reconstructions and amalgamations. Two common 
methods of amalgamation are covered: one 
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where a company acquires the undertaking of 
another company, and the other where a company 
acquires not less than oo per cent of the share 
capital of another company, in each case 
in consideration of an issue of the acquiring: 
company’s shares. Section 42 of the Finance 
Act, 1930, also provides exemption from ad 
valorem conveyance duty in the case of transfers: 
between companies associated in one of the ways 
described in Section 42 (2) (6). 

The Prevention of Fraud (Investments) Act, 
1958, consolidates the similar Act of 1939, 
Section 117 of the Companies Act, 1947, and 
so much of the Companies Act, 1948, as relates 
to these enactments. Section 14 of the new Act 
places restrictions on the distribution of circulars 
relating to investments, the broad effect of 
which is that a company cannot communicate 
a bid to the shareholders of another company 
except through the board of that company, or’ 
through a stockbroker or licensed dealer, such as a 
finance house. Section 13 makes it a penal offence 
fraudulently to induce persons to enter into or 
offer to enter into any agreement for, or with a 
view to, acquiring or disposing of shares. 

The Control of Borrowing (Amendment) 
Order, 1958, while easing borrowing restrictions 
generally, brings under control some take-overs 
which previously. did not require the consent 
of the Capital Issues Committee. 


Steps to Defeat the Bidder 


The more obvious ways in which the task of a 
prospective bidder can be made more difficult are: 

(i) by a revaluation of the company’s assets to 
bring them into line with current values; 

(ii) by the issue of bonus shares so as to make the 
worth of a company more nearly reflected in 
its share capital; 

(iii) by a repayment of surplus capital; and 

(iv) by raising the dividend with a view to lifting 
the market price of the shares. 

Other steps which, however, are open to 
varying degrees of criticism, are to issue shares 
carrying special voting rights to pension fund 
trustees, to lengthen directors’ service agree- 
ments, and to regulate the voting rights attaching 
to shares according to the period during which 
they are held. The popularity of the non-voting 
share as another protective step appears to be 
on the wane, some companies now adopting 
the policy of converting such shares into voting 
shares to make a take-over bid more expensive. 
In a recent case in the property share market, 
A company. ħeld 16. per cent..of D company’s. 
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shares -some as a result of an. unsuccessful 
bid. By acquiring another property company in 
exchange for its own shares, B company effected 
a substantial increase in its issued capital which, 
of course, had the effect of diluting the propor- 
tion of its shares owned by A company. 


«Position of the Directors 


Bids are usually harmful to the directors’ own 
interests, but the clear duty of the directors is 
to consider the interests of the shareholders as 
a body, since there can be no interest of the 
company distinct from that of the shareholders. 
But though directors are trustees of some of the 
powers committed to them, they are not trustees 
for individual shareholders and may purchase 
their shares without disclosing pending negotia- 
tions for the purchase of the company’s under- 
taking: Percival v. Wright ([1902] 2 Ch. 421); they 
may, however, make themselves agents for in- 
dividual shareholders and liable to some of the 
obligations of a trustee when faced with a take- 
over bid: Allen v. Hyatt ([1914] 30 T.L.R. 444). 


In some circumstances, too, the shareholders’ 


themselves may be responsible for the fraudulent 
misrepresentation and concealment of a director. 
In Briess v. Woolley ([1954] A.C. 333), a director 
was appointed agent on behalf of all shareholders 
to negotiate (he sale of a company’s shares on 
their behalf and not merely to accept a specific 
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bid. It was held that in the circumstances of the 
case the shareholders were liable for the director’s 
misrepresentations whereby the offerors were 
induced to purchase the company’s shares. 

The Companies Act itself is silent as to the 
directors’ duty when confronted with a bid for 
the company’s shares, except that Section 193 
of the Act requires them to disclose any payment 
which is to be made to them by way of compensa- 
tion for loss of office. 

Generally, bidders like to obtain the sitting 
directors’ approval of their offer before it is 
communicated to shareholders, but there have 
been some “instances where directors have 
recommended an offer for acceptance only to 
find it substantially exceeded by a rival offer. 
Accordingly, some boards communicate to share- 
holders any bid which exceeds the market price 
of the shares together with their estimate of 
their break-up value.,In some cases where, 
owing to changed conditions, profitable trading 
is no longer possible, the directors of a company 
may publicly invite bids: in others they may 
readily grant facilities to enable a would-be 
bidder to formulate an offer. e 

It seems clear from the report of the case of 
Morgan v. Tate & Lyle Ltd (35 T.C. 406;.33 
ATC 184) that the directors would be acting 
ultra vires if they spent the company’s money 
resisting a take-over bid, though not in resisting 
nationalization of the company’s business. 


Company Law in Nigeria 


py R. H. PARKER, B.Sc.(Econ.), A.C.A., Lagos 


Nigeria is increasing steadily and there 

seems every likelihood that this is a trend 
which will continue. At present literature on the 
subject, apart from the actual legislation itself, is 
apparently non-existent. It is the intention in this 
short article only to bring out the more important 
differences from current law and practice in the 
United Kingdom. 


(KE number of companies incorporated in 


. Basis of the Law 
The basis of company law in Nigeria is the 


. Companies Ordinance of 1922 as amended in 


1929, 1933, 1941 and 1954. The original Ordin- 
ance followed the general lines of the United 
Kingdom Companies Act of 1908. 

Companies with limited liabiltty :may, as in 


Britain, be either public or private, but there are 
no exempt private companies, Both public and 
private companies must include in their annual 
return (known as ‘Form E’) a statement in the 
form of a balance sheet. In this respect Nigerian 
law is more strict than that of the United King- 
dom where, of course, exempt private companies 
do not have to file a balance sheet though it may 
be mentioned that private companies in Nigeria 
have only had to do so since the Companies 
(Amendment) Ordinance, 1954, was introduced. 
On the other hand, in Nigeria the law specifically 
states that ‘the balance sheet need not include a 
statement of profit and loss’. 

There is no equivalent of the Eighth Schedille: 
Section 27 (3) of the Ordinance merely provides 
that the balance sheet must be audited by the. 
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company’s auditors, and must contain a summary 
of the share capital, liabilities and assets, giving 
such particulars as will disclose the general nature 
of the liabilities and assets, and how the values 
of the fixed assets have been arrived at. 

The auditors are required to report whether 
or not they have obtained all the information and 
explanations they have required and whether, in 
their opinion, the balance sheet is properly 

edrąwn up so as to exhibit a true and correct view 
of the state of the company’s affairs according to 
the best of their information and the explanations 
given to them, and as shown by the books of the 
company (Section, 113). A director or officer 
of the company may not be appointed its auditor 
(Section 112 (3)), but the auditor need not be 
a member of a recognized professional ' body of 
accountants. 


ary Curious,Points S 

There are two curious points about meetings of 
shareholders. By Section 65 a general meeting of 
the company must be ‘held once at least in every 
calendar year. "The saving provision of Section 
131 (1) of the United Kingdom Companies Act 
of 1948 that so long as a company holds its first 
annual general meeting within eighteen months 
of its incorporation, it need not hold it in the 
year of its incorporation or in the following year, 
does not, however, apply in Nigeria. In theory, 
therefore, a company incorporated on December 
30th, 1957, ought to hold its first annual general 
meeting not later than December 31st, 1957! In 
practice it is understood that a company incor- 


porated in November or December need not hold ` 


an annual general meeting during the calendar 
year of its incorporation. 

Under Nigerian law all companies (riot only 
public companies as in the United Kingdom) 
must hold a statutory meeting (Section 66). Only 
public companies, however, are required to place 
a statutory report before the shareholders. It 
is curious that private companies should be 
compelled to hold a purely formal meeting at 
which no business need be transacted. ` 


Seven Days’ Notice 
Meetings of a company may be called by seven 
days’ notice in writing, but this is subject to any 
regulations contained in the articles of association 
(Section 68). This may be contrasted with Section 
133 of the 1948 Act which provides that at least 
twenty-one days’ notice must be given of an 
annual general meeting and at least fourteen days’ 
notice of other meetings of the company, and that 
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any regulation’ to the contrary in the articles is 
void. 

As in the United Kingdom, the law of Nigeria 
provides for three types of resolutions — ordinary, 
extraordinary and special.. Two meetings are 
necessary in Nigeria for a special resolution: one 
to pass it and a second, held after an interval of 
not less than fourteen days nor more than one 
month, in order to confirm it (Sectioh 70 (Gm. 
Shares cannot be subdivided except by special 
resolution (Section 42 (2)). If Section 41 of the 
Nigerian Table A has not been modified, an 
extraordinary resolution is necessary to increase 
the share capital. In the United Kingdom, of 
course, both these matters can be dealt with by 
an ordinary resolution. 


Companies Incorporated outside Nigeria 


Finally, merition may be made of the regulations 
regarding companies incorporated outside Nigeria 
contained in Section 233 of the Ordinance. Every 
such company must, within six weeks from the 
establishment of .a place of business in Nigeria, 
file with the Registrar of Companies: 


. (a) a certified copy of its charter, statutes or 
memorandum and articles, or other instru- 
ment constituting or defining its constitution 
and, if the instrument is not written in the 
English language, a certified translation 
thereof; 


(b) a list of the directors of the company; 


(c) the names and addresses of some one or 
more persons resident in Nigeria authorized 
. to accept on behalf of the company service - 
of process and any notices required to be 

__ served on the company. 

Notice of any alteration in the above particulars 
must also be filed as they occur. The balance 
sheet of the company (not that of the Nigerian 
branch) must also be filed annually. 

Every such company which uses thé word: 
‘limited’ as part of its name must in every 
prospectus inviting subscriptions for its shares. 
or debentures in Nigeria state the country in 
which the company is incorporated; it is also 
required to conspicuously exhibit on every place 
where it carries on business in Nigeria the name 
of the company and the country in which the 
company is incorporated; and the name of the 
company and of the country in which it is incor- 
porated must be stated in legible characters in all 
billheads and letter-paper, and in all notices; 
advertisements and other official publications of 
the company. 
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INTERNAL AUDIT AND STOCK CONTROL 
Where Full-time Checkers are Employed 


sf by W. J. SMITH, C.A. 
European Regional Vice-President. Institute of Internal Auditors 


HE general principles of inventory audit are 
well known and established but there is little, 
if any, textbook reference to the subject 
of stores-audit in an’ organization that employs 
full-time stock checkers in the system of stock 
control of raw materials, stores, supplies, work in 
progress and finished goods. 

There is an increasing ten- 
dency in business organiza- 
tions to plan stock verification 
on a continuous basis rather-than : | 
to incur the disadvantages of a 
year-end check and the.employ- $ 
ment of a team of full-time stock . 
checkers is not uncommon. 

To some extent internal audit 
is interrelated with the work 
of stock checkers and, although 
it is not generally accepted that 
stock-taking is an audit func-. 
tion, the strengthening of in-' 
ventory control by the: employ- 
ment of stock checkers largely 
frees the internal auditor from 
a good deal of detailed checking | 
which he may otherwise consider 
desirable if not, in fact, necessary. 

Inventory control, in its broad- 
est terms, may be defined as an 

internal check System employed , 
to guard against irregularities 
and to ensure that the informa- 
tion provided in relation to in- 
ventories is basically sound and reliable. The internal 
auditor must satisfy himself, inter alia, that: 


(1) Adequatee records are . maintained to ensure 
correct stock levels in relation to requirements. 

(2) Requirements are properly appraised. 

(3) Safeguards are employed to prevent irregularities 
and deterioration of stocks. 

(4) Information produced for costing and statistics 
is basically sound and reliable. 


(5) Inventories are correctly evaluated in financial ` 


statements. 


It is in satisfaction of (1), (3) and (5) of these 
considerations that stock checkers can most usefully 
be employed. In costing and statistics the stock 


_ Checkers will not usually. coftribute much, if anything, ` 
by way of internal check and these aspects are not ` 


dealt with in the scope of this paper. 


A paper presented at a meeting of the Manchester Chapter 
of The Institute of Internal Auditors on September 16th, 
1958. 





Mr W. J. Smith 


Stock Checking 
The measure of internal check provided by the stock « 
checkers leads to an examination of their function 
to assess the degree of reliability that can reasonably 
be assumed. . 

At the outset it is desirable that the intergal 
auditor be econsulted in the 
building up of a stock-checking 
team. The size of the job must 
be measured with some care; 
the various types of stores etc. 
held in stock must be reviewed, 
‘first ọn a broad basis, and then 
categorized witt a view. to 
determining the frequency of 
check that is desirable and 
agreeable to audit. At this early 
planning stage ‘it will usually 
be found, for éxample, that it 
is uneconomic to subject small 
items of consumable stores to a 
frequent and detailed check and 
the cost of this checking should 
be measured against the benefits 
that will accrue. On the other 
hand, consideration should be 
given to a reasonably high 
frequency in the check of those 
categories of stores that are of 
an ‘attractive’ nature and con- 
sequently subject to pilferage. 

When check cycles are es- 
tablished, an ` assessment is 
possible of the number of units to be checked in the 
course of a year and this information is material in 
determining the number of checkers that are required. 
The terms of reference for stock checking should 
ideally provide for implementation of: a planned 
programme including: 

(1) The physical count and list-out of stock items. 

(2) Comparison of the physical with recorded stock 

holdings. 

(3) Preparation of discrepancy lists. : 

(4) Investigation of discrepancies and obtaining 

approval for adjustment of stock records. 

a Periodic review and analysis of the causes of 

discrepancy so that any weaknesses į in procedure 
- may be eradicated. 
(6) Review of stock-holdings -in relation to the 
authorized maximum and minimum holdings 
and reporting thereon. . 

(7) Preparation and submission of periodic reports 

to show progress in relation to set target. 

In the investigation of discrepancies it will be 
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necessary to check the appropriate stock-record cards 
for arithmetical accuracy, and a further beneficial 
test check of the record cards can be made by refer- 
ence to requisitions, delivery notes and goods 
received notes. f 

The stock checkers should be well qualified in 
stores handling and procedures and, in carrying out 
their routine checking, they will be able to comment 
usefully on storage methods with particular reference 
to space usage, the condition of~stocks, and the 
avoidance of stock deterioration. 

In practice it is found advisable to introduce a 
standard printed form for the recording of physical 
counts and record figures so that discrepancies may 
be immediately apparent. Suggested -rulings for the 
two sides of a stock checking sheet are shown in the 
accompanying illustration. . 

Information from the stock-checking sheet should 
be summarized on a period return of stock checked. 
The period. would be decided be the requirements 
of the organization but it is not recommended that 
the return should be submitted less frequently than 
at the end of each quarter. A suggested ruling is ` 
illustrated. 

The direction of stock-checking activities: should 
be the responsibility of a senior stores official divorced 
from the day-to-day running of the stores, and the 
quarterly reports should be submitted to an official 
at management level. i 
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crepancy findings. 
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Internal ‘Audit 


The . system of .stock-checking that ‘has. bee 
outlined, is designed to satisfy the requirements of 
physical control. With direction and reporting 
of the stock-checking activities at a sufficiently high 
level, the internal auditor need not ben enter too 
deeply into the more technical details. He should, 
however, review constantly the frequency of checking 
and, by study. of the stock-checking sheets, satisfy 
himself that discrepancies’ are properly accepted. 
within the approval limits before adjustment is made’ 
to the stock records, By analysing the discrepancies 
under value and cause, he will ascertaimthe directions,. 
in which corrective action may be required. He mag, 
on occasion, consider it advisable to carry out further 
cross-sectional stock checks to confirm that the 
checking programme is being implemented. However, 
an extensive duplication. of .checking should not 
generally be necessary. 

There are a variety. of additional tests which the: 
internal auditor should advisably apply to prove 
correct’ pricing . and ` documentation .and adherence. 
to the regulations. One such check that is recommen-: 
ded is the tracing-of selected: documents, e.g. requisi-. 
tions, delivery notes and goods received notes from 
their point of origin to ultimate disposal; another 
involves attendance at receiving’ bays to observe 
the checking-in of goods received; and still another, š 
attendance at issue points where issues should be: 
made only against approved documents. : 

` It should .not be overlooked that stock Stee So 
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will generally be required to concentrate largely on 
work of physical verification to prove recorded 
balances: Internal audit should provide reasonable 
assurance that the tecords are accurate and reliable. 
A further point for consideration is the assessment 
of stores requirements. It is admittedly not easy for 
an internal auditor to criticize the authorized levels 
of stockholdings but a comparison of usage with the 
stockholdings can usefully be made in selected cases. 
" In particular, attention can be directed to stock items 
showing reduced demand which may indicate that 
capital is unnecessarily tied up and that storage space 
can be freed. f 
A controversial point arises from a school of 
thought that favours stock-checking by suitably 
qualified internal audit staff. Against this it may, 
I suggest, be justifiably argued that a stores depart- 
ment should be responsible for the safeguarding and 
recording of stores in the same way that a cashier is 
responsible for his cash. There is also the accepted 
e 
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principle that an internal auditor’s review and 
appraisal does not in any way relieve other persons 
in the organization of the responsibilities assigned 
to them. 
Conclusion os 

The procedure outlined gives reasonable assurance 
that stock record cards may be accepted as accurately 
reflecting the physical stockholdings; that steps have 
been taken to measure stockholdings against re- 
quirements; that there has been adequate appraisal 
of requirements; that safeguards against irregularities 
and deterioration have been applied; and that prices 
have been verified by test. Additionally, tests may 
be applied to the documentation of receipts and 
issues, and the relative movement documents may 
be tested to ensure their accuracy. 

The combined efforts of internal audit and stock- 
checking thus ensure accuracy in the basic documents 
from which cost. and statistical returns and the 
evaluated stock inventories are produced. 





Weekly Notes 


Investment in Eire 


HE third report of the Capital Investment Com- 

mittee completes the present cycle of Govern- 
ment White Papers on economic matters issued 
recently by the Government of Eire. 


The Committee recommends that the Taxation 
Commission should be asked to report as a matter of 
urgency on the possibility of encouraging enterprise 
by changes in taxation, on making adjustments to the 
tax system to increase the incentive to invest savings 
at home and to repatriate past savings. There are also 
recommendations for reviewing and strengthening 
the machinery of government for preparing and co- 
ordinating economic policy. They think that a 
programme of economic development should be 
prepared to find out and to implement productive 
investment. 


On agricultural policy the Committee favours 
development by differential rates of interest on loans, 
and it considers that projects undertaken for economic 
reasons should not be distorted to achieve non- 
economic ends. On land improvement, fertilizing and 
the provision of shelter belts is advocated. 

The report points out that investment per head in 
Eire has been smaller than in most countries, and that 
too small a part of newly-created capital has been in 
productive enterprises. There is also blunt criticism 
of the lack of enterprise as a characteristic of Irish life. 


There is, it says, a strong desire for security and an 
unwillingness to taxe risks. As a document, therefore, 
the report is forthright in its analysis of Eire’s problem 
in raising output per head. In sum, the Committee 
are saying that capital is scarce in a country which 
suffers from a declining population based on agri- 
culture, and that capital resources are squandered in 
uneconomic enterprises in the form of subsidies and 
social projects. 


Hidden Unemployment ` 


A: a time when public attention is increasingly 
drawn to the level of unemployment, discussion 
is also increasing on ‘hidden unemployment’. The 
latest discussion on this last subject has come. 
from the columns of The Times, where Mr H. A. 
Turner, of the Faculty of Economic and Social 
Studies in Manchester University, has drawn 
attention to certain misleading elements in the 
official unemployment figures. He péinted out that 
short-time working and the continuing practice of 
work-spreading by employers, all help to make the 
employment situation, in terms of statistics, probably 
look better than it really is. 

This question is an old problem in fashionable 
dress. Granted the will to maintain full employment, 
the unwillingness cf the Government to let national- 
ized industries react to changing market conditions, 
and the reluctance of private industry to let skilled 
men go, because they may never come back, pockets 
of concealed unemployment are bound to arise. They 
take the form of some type of under-employment. In 
the nationalized industries it takes the form of 
producing heavily for stock, as in the case of the coal 
industry which is at present building up large ton- 
nages of small ¢oal in the hope that the upswing of the 
trade cycle will move them in due course. Private 
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industry can carry semi-employed men and women 
provided the price position for its goods is soft 
enough, and the customer can be persuaded to pay 
the price of low productivity. It is significant that 
the Lancashire cotton textile industry is not in such a 
lush position, and there employment continues to fall. 
Industries which have a significant export trade are 
less able to indulge in work-spreading than those 
which serve mainly the home market. The old 
problem, which has dogged this country since the 
war, therefore continues to exist even in a period of 
deflation. In spite of pressure to deflate, prices are 
kept high in ‘protected’ industries, while labour is 
slow to move from one industry to another. It is 
only, therefore, a question of time before the paradox 
receives a public airing that before we can have less 
unemployment, we must admit to having more than 
appears, 


Good Intentions 


HE Co-operative Congress at its annual meeting 
at Blackpool last week has supported in principle 


the idea of extensive amalgamation of retail societies. ` 


It is quite clear that the measure of agreement on 
this issue, which was in no sense spectacular, was 
achieved only as a defensive reaction against the 
competition of multiple shops: Since amalgamations 
will have to be voluntary, and since the opposition to 
amalgamation comprises a large minority at the 
moment, progress is not likely to be very rapid. 

The resolution favouring amalgamation was part 

of the central executives’ proposal to accept the 
findings of the Gaitskell Commission. This com- 
mission suggested that the 950 retail societies should 
be reduced to between 200 and 300, the aim being to 
establish societies big enough to operate a chain of 
at least fifteen grocery shops. 
— Even more cautious was the approach to the 
problem of efficient management. The commission 
was forthright in its views about the quality of 
management in Co-operatives, which they considered 
ranged from the excellent to the deplorable. It is 
apparent to the outsider that the question of-efficient 
management is closely related to the size of the 
societies, but so far as the Co-operative Movement is 
concerned, there might be even more emotional 
distaste for change on management questions than 
on actual amalgamation. The surprise move of this 
conference was the insistence (against the wishes of 
the Executive) that the question of starting a retail 
development society to run a chain of retail stores 
should be left to the retail societies. The Executive 
would have preferred to see the wholesale societies 
handle this matter. 

Amalgamation of Co-operative Societies is an old 
theme, and some progress has been made. The 
critical issue for the Movement is the present rate of 
evolution in retailing methods. It is fashionable to 
single out the Co-operative Societies for criticism, 
but they are in a very similar position to a large 
number of independent shops and some of the less 
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efficient department stores. The urge of the public to 
buy extensively advertised branded products, made 
and marketed on a mass-production basis, continues 
to grow rapidly. The tendency-is related to the 
public’s increased partiality for impulse buying of 
attractively displayed merchandise. These buying 
habits are being stimulated by attractive packaging 
and low prices ~ as can be seen from the growth of 
self-service shops and the erratic but marked growth 
of supermarkets. This is a long way away from the 
philosophy of the ‘divi? and a-world away from the 
political conceptions of co*operation which came 
from Rochdale. 

Li 


Industrial Output Drops 


URING October, industrial production fell to 
about 103°5 compared with 104 in September, 
according to the official index compiled by the Board 
of ‘Trade. It was 3} per cent below the level of 
the index in the same month a year before, and 
October 1957 was a low month owing to Asian ‘flu. 
The main cause of the sluggish performance of the 
index continues to be a recession in the capital goods 
industries. In October, steel output was 17 per cent 
below the level for the same month ia 1957. On the 
other hand, construction activity has been maintained, 
thanks to private house building and the road 
programme. 

Among consumer goods, the motor-car industry 
continued to operate at a high level, while the 
manufacturers of household equipment were still 
benefiting from the end of hire-purchase controls, a 
buoyancy which is likely to carry them EE until 
the Christmas trade begins. 

At this stage in the trade cycle, the immediate 
past is of limited significance. Everyone knows that 
output was falling and unemployment was rising 
over the summer. If this had not been so, the decision 
to relax the credit squeeze and to stimulate capital 
investment would have made little sense. The signifi- 
cant point is now the question of time. Nothing 
the Government can do is likely to affect the trend 
of economic activity between now and the end of 
the year, unless business men can be persuaded to 
increase their purchases for stock. The credit 
squeeze has been eased, purchase of consumer goods 
in particular has been encouraged; and capital outlay 
by the nationalized industries is to be boosted. There 
has been a small but significant improvement in 
factory plans approved, and the Government plans 
to help house-purchasing may give a stimulus to this 
aspect of capital investment. Not much in this 
direction is, however, likely to develop before 1959. 

The pattern of the Government’s economic policy 
through the winter is now, in fact, set, and it will 
be early spring before its success or failure can be 
assessed. Recent- figures of exports are encouraging. 
If everything goes right, therefore, the Christmas 
buying rush should be followed by increased general 
activity in January and February, an increase in which 


the capital goods industries will begin to play a part. . 
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- Finance and Commerce 


From South Africa 
HIS week’s reprint features the accounts 1 of The 
Clydesdale (Transvaal) Collieries Ltd, a company 

incorporated in the Union of South Africa but having 
an-investment interest in the United Kingdom. The 
balance sheet this year has been presented in a new 
form which- the directors. hope -will make it 
‘more informative and easier to follow’, , 
e Whereas previously, states the ckairman, Mr E. 
M. Brothers, the».accounts were- framed to show 
capital and reserves separately from the company’s 
borrowings for capital expenditure, it is now con- 
gidered_advisablé to show total funds expended on 
fixed assets, and how these funds have been partly 
derived from the company’s profits. 

This, he points out, has required a regrouping of 
old’ balances and. the position is explained in the 
notes to the accounts. Note 5, showing adjustments 
to the profit and loss acceunt made for the purpose 
of showing the extent of profits expended on fixed 
assets, is included in the reprint. 
` The account have, in general, been dron up in 
accordance with past practice. No account is taken 
of the exhaustion of coal seams, of the amortization 
of ‘development expenditure, ' or of stocks of coal 
on hand and i in transit on accounting date. 


Elimination 
T is not so very long ago that the balance sia 
forward:in a profit and loss account was shown at the 

foot of the liabilities side of the balance sheet separa- 

red bau all the other items from the capital at the top. 

Also, the profit and loss balance shown’ was subject 

to the appropriations. sanctioned at the annual 

meeting; unless, of course, -the „profit and loss was 

‘in the red’ in which case it became an ‘asset’. 
` The modern balance sheet puts the balance in its 

proper context with capital and reserves and shows 
it ater the appropriations. The directors of Harris 
Lebus Ltd; the furniture. makers, have this year 
gone a step further and eliminated the balance 
qltogether. . General reserve and unappropriated 
profit, previously shown under revenue reserves, 
have been amalgamated in one item: profits retained 
in the business. 

> The board’s view is that i in accordance with modern 

accounting technique, there is no useful distinction 

to be made between undistributed. profits retained 
by way of general reserve and those carried forward 
as a-balance-on the-profit and loss account. Sir 

Herman Lebus, the. chairman, feels that. this gives 

a clearer statement of the. position., The profit and 

loss account, he says, shows immediately the amount 

of profit available after taxation, how much has been 
distributed, and the total added to the amount of 
R profits retained i in the business, 


iB Sa 


Similar Step 
A SOMEWHAT similar - accounting step has 
been taken in this year’s accounts of Capper 
Pass & ‘Son Ltd, smelters and refiners of non- 
ferrous metals. There is no longer a profit and loss 
account balance in the balance sheet. It is all summed 
up under revenue reserves and surplus which shows 
a market reserve oF £30 5,000 and a general reserve of 
£1,121,413. o: 
. This change is ‘referred to in the statement with 
the accounts by the chairman, Mr A. D. Pass, who 
points out that general reserve, replacement reserve, 
investment reserve and profit and loss account have 
been combined together under the heading general 
reserve. This, he says, ‘justly defines the nature of 
these. moneys’. . 

- Market reserve covers metal prices and ‘has pene 
debited ‘this year with £170,000 to set off a fall. 
Mr Pass says that as smelters and refiners and not 
miners, they can afford, as far as internal affairs are 
concerned, to adopt a somewhat detached ‘attitude 
to the price of metals. Nevertheless, he goes. on, the 
company ‘is an “integral part of the non-ferrous 
metal trade and what is bad for the trade as a whole 
is bad for the company. 


New Unit Trust 

HIS week’s highly-successful . launching of 

British Shareholders Trust marks the entry of 
the City’s leading merchant banking firms into the 
unit trust field. British Shareholders Trust, which 
offered five million units at 10s each, is managed by 
Philip Hill, Higgirson & Co Ltd. The investments of_- 
the Trust will be chosen by the managers in con- 
sultation with an investment council under the 
chairmanship of Mr W. H. Lawson, immediate Past 
President of The Institute of Chartered Accountants 
in England and Wales. 

The Trust’s portfolio will be heayily weighted i in 
favour of industrial equities and investments are 
permitted in a range of some 120 securitiess A choice 
of fifty to sixty of these first-class equities will 
provide the initial partfolio along with Government 
stocks. 

In the past two years there has been a major 
revival of public interest in the unit trust movement 
and the small investor has belatedly e? the 
benefit of this form of investment. 

Other leading merchant banking firms are known 
to be. making .arrangements for entering the. unit 
trust field. Robert Fleming & Co is to launch a trust — 
within the next.two months. 


Next Week’s Reprint: 
`. The reprintsin next week’s issue will: be Ge the 
accounts of Remploy Ltd. | es 
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CITY NOTES 


‘HE intricacies of the tussle for control of the 

British Aluminium Co have provided the keen- 
est point of City interest this past week, but the 
deflection of interest from the normal business of 
investment has not completely overshadowed the 
fact that investment opinion is now more inclined 
to make note of present industrial problems. 

The many extremely cautious statements on the 
immediate outlook made by company chairmen in a 
wide range of industry have served to bring a less 
buoyant tone to the industrial equity market. Prices 
have tended to ease back from their recent peaks. 

While the equity market has turned easier, gilt- 
edged stocks have hardened. The Treasury’s ‘latest 
funding operation in which some £350 million of 
short-dated stock is being retired has been well 
received. The Treasury’s policy, in the past two years, 
of selling long-dated stocks and taking short-dated 
bonds off the market has successfully reduced the 

“heavy weight of outstanding short-term borrowing. 

A further increase in gold and dollar reserves in 
November and the conclusion that for the first time 
for three years the end-year dollar loan payment 
commitments will be met has provided further 
evidence of the improvement in the external economy. 
It remains to be seen how the increase in home 
demand for consumer goods and the increase of 
competition in export markets, particularly in 
Europe, will affect the external earnings position in 
the coming months. 
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RATES AND PRICES 

Closing prices, Wednesday, December 3rd, 1958 . 
Bank Rate ` 
Feb. 16, 1956 54% May 22, 1958 54% 
Feb. 7, 1957 5% June 19, 1958 5% 
Sept. 19, 1957 7% Aug. 14, 1958 44% 
Mar. 20, 1958 6% Nov. 20, 1958 4% 


Treasury Bills 


Sept. 26 £3 12s brod% Oct. 31 £3 11d 8 23d% 
Oct. 3 _ £3 14s 139d% Nov.7 — £3 us 7°04d% 
Oct. 10 £31380°72d% Nov.14 £3 118 o797d% 
Oct. 17 £3 128 3°08d% Nov. 21 £3 Be 468d% 
Oct. 24 £3 13s 794d% Nov. 28 £3 6s te 200% 
`+ 
Money Rates 

Day to day 24-34% Bank Bills 
7 days * 3-34% 2 months E 
Fine Trade Bills . 3 menths 3 %3% 

3 months 4ł5% 4 months 3 15-34% 

4 months 45% 6 months EEGEN 

6 months: 44-54% 

Foreign Exchanges Å 
New York 2804-45 Frankfurt " rrëoë-A 
Montreal 2-70%—71 Milan- 1746-4 
Amsterdam 10584-# =, Oslo 20°0of—OIt 
Bnissels _139°45-~"50 " Paris MM 11783-4 
Copenhagen “19° 336-343, Zurich 1223-6 
Gilt-&dged 

Ccnsols 24% soi Funding 4%. 60-90 89 
Consols 4% 744 | Savings 29% 64-67 83 
War Loan 34% oF Savings 3% 55-65 = 894 
Conversion 34% Savings 3% 60-70 792 
Conversion 34% 1969 sot Savings 3% 65-75 74% 
Exchequer 54% 1966 1038 Treasury 24% . 494 
Funding 3% 66-68 834 Treasury 34% 77-80 754 
Funding 3% 59-69 82 ‘Treasury Cd 79-81 76% 
Funding3i% 99-04 72} 6 


Victory 4% 


Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. - 


E 


London and District Society: New Groups 


Sir, - You will be aware that the London and 
District Society serves a large area extending from 
Oxford to Southend, and from the north of Bedford 
to Guildford if Surrey. In order that the needs of 
members of the Institute who live in these areas: may 
be met, the London and District Society bas. en- 
couraged the formation of local groups. Such groups 
now exist in Reading and district, Southend, Ox- 
fordshire and in Beds., Bucks. and Herts. We believe 
that they are successful and are welcomed by members 
in the area, and this encourages us to hope that it may 
be possible to form further groups in other districts. 

It is difficult for members of the London and 
District Committee who have no local knowledge to 
judge to what extent there is a demand for the forma- 
“tion of other groups in areas such as Chelmsford 
and neighbourhood or in Surrey serving Croydon, 
Dorking, Guildford, etc. There may well be other 
centres where a group would be welcome. 

The purpose of this letter is to invite members of 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


the Institute who are not at present served by.a local 
group and who would welcome the formation of 
one, to write to our Secretary, Mr J. W. G.:Cocke, 
Bank. Chambers, 232/238 Bishopsgate, London, 
Fa If there is a sufficient demand from any par- 
ticular area, we on the London and District Com- 
mittee will do what we can ro meet SE need. 
Iam, 
Yours truly, 
E. KENNETH WRIGHT, 
. Chairman, GROUPS SUBCOMMITTEE, 
LONDON AND DISTRICT SOCIETY OF 
London, EC. CHARTERED ACCOUNTANTS, 


Accounts from Incomplete Records | 


Sir, -I do not wish to defend the excess of zeal 
shown by a young Inspector just come up from 
Somerset (although I sometimes wonder why a 
quality so admired in coal-miners, doctors or.school- 
teachers should so commonly be deprecated in Civil 
Servants). But I think ‘L. A.’ (November 2gth issue) 
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is going a little too far when he suggests that ‘round- 
ing off’ of figures based on incomplete records tends 
to cast doubt upon an accountant’s integrity. 

In building up the cash account of small businesses, 
such as the caié mentioned in Mr Barradell’s article, 
in your issue of November 8th, the accountant 
formally: has to ‘obtain at least four estimates: (1) 
unrecorded cash purchases; (2) unrecorded cash 
expenses; (3) normal cash drawings; (4) extra draw- 
ings for holidays, presents, Christmas, etc. ; 

In my experience the fourth point rarely receives 
adequate attention. - But apart from .this, let us 
assume an absolutely. fionest and objective client 
estimates the first three at, say, £4-£5 per week, 
Ze 31 per week and L£7-£8 per.wéek, What is an 
accountant of the*highest integrity to do? Perhaps 
after. questioning the client closely, considering gross 
profit rates, style of living and other relevant factors, 
he finds no reason to doubt the estimates. 

Is he to adopt the mean of £4 ros, £3 10s, and 
£7 tos per week respectively, or-is he to give his 
cliept the benefit of the dgubt'and put down £5, £4 
and £7 per wéek? Is it not his protessional duty to 
his client to see that the client receives the benefit of 
any honest doubt? s 

But what proportion of jaxpayers are absolutely 
honest and objective when making such estimates? 
And apart from- conscious distortion of the truth, 
does not all human experience puint to the proba- 
bility of unconscious subjective distortion of all such 
estimates? ` 

LU suggest that ‘there’ are very few cases in which 
‘rounding up’ results in any injustice to the taxpayer. 

None the less I deplore the practice for a tetally 
different reason. It seems to me that Inspectors who 
habitually ‘round up’ are condoning, and therefore 
encouraging, the habit of sending in accounts year 
after year based on incomplete records. The best of 
accountants may have to base the first or second 
year’s accounts of a new client on incomplete records; 
but if he is a man of ability and character, he won’t 
carry on indefinitely in such a way. It is not only the 
Revenue - and therefore all honest taxpayers — who 
- suffer as a result of the chronic. ‘inability’ of so 
many taxpayers to keep proper records: qualified 
accountants lose business to ‘quacks’ and, even 
among the qualified. men, -there is more than a 
tendency for the conscientious practitioners to lose 
cfients to others not so scrupulous. 

Yours faithfully, 

London, Er8. V. P. GOOK. 
French Student Seeks English 
Commercial Experience 
Srr, ~ A young Frenchman, aged 19, studying for a 
commercial degree at Rouen University is expected, 
as part of his training, to spend some three months 
(July, August, September 1959) in an administrative 
office of an English manufacturing company, on 

which thereafter he has to write a thesis having 
regard to the history and activities of the company; 
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its economic and financial aspects; its place in the 
market from a national and international point of 
view, together with details of his service as a pro- 
bationer. 

It would be greatly appreciated if any company 
willing to afford the student these facilities (without 
remuneration) would communicate with me when I 
shall be glad to elaborate on these details. 

; Yours faithfully, 
GEORGE E. SIMPSON, FCA. 
T4. Bryanston Street, 
London, WI. i 


P.A.Y.E. and National Insurance | 


Sm, -Mr Hayman (November 29th issue) deserves 
support in his plea for a practical solution. to this 
problem; however, he is well ‘adrift? when he says 
many local authorities have ‘established the practice’ 
of publishing statements of ‘where the money See 
on their rate demand notes. 

As most readers will know, this is a statutory require: 
ment under the Rating and Valuation Act of 1925] 

Yours faithfully, ` 
Rugby. W. P. STANLEY WOOD. 


Paying it with Poetry. 


Sir, — We recently sent out two bills to a client, one 
for partnership accounts and the other for his own 
affairs, and had occasion to mention that our charges 
had had to he increased. A few days later we received 
two cheques in settlement, accompanied by the 
following lines: 


Dear Sirs, 
Don’t worry re your bills 
Tve tasted many nastier pills! 
My own account I pay with pleasure 
-Though my last bank statement’s none too pretty! 
` The joint account wel pay at leisure 
When summat more is in the kitty. 
For services rendered I like to pay 
3 Ed account is tendered, — W: L. A.. 
In case perchance you have a mind 
Don’t bother to reply in kind. 
Alas, ’tis sad, but very true, Gs 
That genius is but given to few. e 


The challenge in the last few lines was too good to 


miss so we sent the following reply: 


We thank you for your verses neat 

And cheques, for which we send receipt. 
You say ‘Do not reply in rhyme’ 

To do so will of course take time. 

But such a ploy is time well spent ` 

For which we shall not charge a cent. 
"Tis good to cast away dull care, 

And now and then let down one’s hair. 
And so, dear Sir, we say adieu 

to your partner and to you.’ 


Such lighter incidents enliven an exacting pro- 


fession. Yours faithfully, . 
e FIFTEEN BY EIGHTEEN. 
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ELECTRONIC COMPUTER EXHIBITION ` 
SUCCESSFUL EVENT AT OLYMPIA : 


YHE development of electronics and automation over the past 


decade has been nothing short of remark- 


able, and the present application of computers for accounting purposes, statistical analysis and production 


A. planning was amply demonstrated at Olympia during the past week. Tne Electronic Computer Exhibition ` 
was the first of its kind to be held in Europe. 
rom overseas including three scientists from the Institute of Automation and Telemechanics of Moscow. 
details of some of the exhibits were given in our issue of 


vhich ended on Thursday, 


[here were displays by forty-three manufacturers: 
November 22nd. 


pening the Exhibition, the Lord Mayor of London, 
Alderman Sir Harold Gillett, M.C., F.c.A., said: 
“Jt is, I hope, appropriate that it should fall to a 
chartered accountant. Lord Mayor of London to have 
he honour of being invited to open the Electronic 
Computer Exhibition. 
‘This is the most comprehensive exhibition of 
‘lectronic computers ever held. You will see both 
analogue and digital computers and exhibits of all 
ancillary equipment:needed to enable a computer to 
In recent years the skill and inventiveness of 
scientists and technologists have given us new methods, 
new equipment and new tools, which are so much in 
advance of those they are displacing, that we are living 
in the age of the second industrial revolution. There- 
fore most of the new techniques rely upon the com- 
puter. The computer is able to work at a speed far in 
excess of anything known previously; thus a great 
deal of drudgery can be abolished. Of more importance, 
it makes possible many operations and calculations 
which would not previously have been attempted. 
Ace, Deuce, Era, Hec, Leo, Mercury, Pegasus, 
rseus and Space are names or words with which we 
been familiar. Today these words cause us 






‘The Lord Mayor of London, Sir Harold Gillett, M,C., 
cai, opening the Electronic Computer Exhibition 
Olympia. On the right is seated the Mayor of 
i oo Hammersmith 








to think of the cSmputer, and it may be that the rising a 


generation will in time forget that ån. ace is the highest 
card of the suit, or that deuce is a state of the score in 


a game of tennis! To mention two others, it seems: fo. 
me that the names of the messenger of the gods and ` 


winged horse which caused a fountain to play, are 


apt names for computers. If only these things had been ` 
in existence fifty years ago when I was an articled ` ` 
clerk, I should be a much younger-logking man than _ 


I am today! Sree 
There are, I understand, many uses fora computer, 
As you are well aware, it is possible to programme a 


computer to create music and I have, been told that ` 
someone has gone so far as to programme a computer ` 
to write his poems and his love letters. Whether it- 
also deals with breach of promise damage I would not. 


know. 


More seriously, computers are being programmed to 


translate from one language into another; they are now 


It was visited by numerous delegates _ 


in regular use by scientists, and they are used by the 


business world for industrial, commercial and ac- 


counting purposes. These are great achievements, and ` 

it does great credit to the organizers and exhibitors. ` 
that here, under one roof, it is possible to see all 
the different types and makes of computers and ` 


their ancillary equipment. 
bition is a business com- 


of six sessions, during 


problems. I think, before 
I close, I would like to say 
a word in connection with 


computer machines them- 


whom we. owe 4 very 


great 
deal of gratitude. ` nh 


success in whatever form or 


: cerned in this outstanding 
exhibition. 





Integrated with the exhi- 
puter symposium consisting. 


which experienced execu- 

tives from: many concerns. « 
are giving management the’ ` 
benefit of their own practi- 
cal experience in applying ` — 
electronic computer tech- 
niques to their particular ~ 


the craftsmen who make the’ 
selves. They are examples’ 
of the great technical crafts-. 
manship in this country to `. 


May I wish you all every 


manner you are individually. 
or as. ofganizations. con-- 
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Opening Luncheon 


Speaking at the opening luncheon, Mr Vernon M. 
Roberts, ops, B.SC., A.M.LE.E., Chairman of the 
Exhibition’s joint organizing committee drawn from 
the Electronic Engineering Association and the Office 
Appliance and Business Equipment Trades Asso- 
ciation, said: 

To those of us who have been responsible for 
organizing this first Eusopean exhibition of British 
electronic computers and data-processing equipment 
this is an exciting day, the culmination of two years’ 
work, and a triumph fog those exhibitors who have in 
six days installed and set to work these complicated 
devices in the hurly-burly atmosphere of building up 
an exhibition. s 

The overall opetation is — in electrical parlance — a 
three-phase exercise: firstly, an international scientific 
symposium concerning the use of computers in relation 
to the mechanization of human thought. This was 
organized by the National Physical Laboratory and 
took place earlier this week; secondly, an exhibition of 
British electronic computers and associated input 
and output eguipment which was formally opened 
today by Sir Harold Gillett; thirdly, a business 
computer symposium during which twenty-three 
papers will be presented’ and discussed during six 
sessions. ... d 

Our efforts are under the patronage of H.R.H. The 
Duke of Edinbtrgh from whom we today received a 


telegram. 
‘Once for All’ 

The operation as far as we are concerned is a ‘once for 
all affair. It was conceived following a suggestion by 
the National Physical Laboratory via the Brunt Com- 
mittee to Lord Halsbury, that British achievements in 
the development and application of computers to 
scientific and engineering and industrial problems be 


BUSINESS COMPUTER SYMPOSIUM 


publicized. The National Physical Laboratory and 
manufacturers (belonging to two associations) accepted: 


this challenge and have harmoniously worked together. 


for two years to demonstrate to the world that Britain 
has developed and can supply equipment — backed by 
applicational experience to satisfy any home or export: 
requirement. : 


From earliest times man has constantly’endeavoured ` 
to augment his physical capabilities and mechanical ` 


inventions such as wheels and levers, hydraulics, 


steam power and electric power have increased his. 


productivity and raised his standard of living. Over the 
past thirty years electronic engineering has increased 
more and more the scope of man’s control of pro- 
ductivity, speed of communications and influenced 
our work and leisure and life. In the last decade elec- 
tronic computers and associated equipment have 
provided man with the means of augmenting his: 
mental capabilities, by solving most complicated 
calculations in minutes instead of hours, or hours 
instead of years. 


Aid to Management 
This new tool has enormous potential to increase 
productivity; to aid management; to accelerate technical 
and scientific progress; to reduce drudgery; and to save 
time and money. 


These things cannot think — they are not ‘electronic ` 
brains’ — but they will process the results of thought _ 


and human instructions and provide an answer or 
revolutionize control. When electronic computers 
and data processing equipment is allied with servo- 
mechanisms and mechanical transfer you can obtain 


complete automation, and undoubtedly the next- 


decade will see enormous strides in the application of 
these new techniques. . . 


EIGHTEEN COUNTRIES REPRESENTED 


VER four thousand delegates attended the Business Computer Symposium held at Olympia last 


(ha Tuesday and Wednesday 
than a hundred came from overseas; 
Denmark, Eire, France, Germany, 
Switzerland and the U.S.A. 


‘Twenty-two papers were presented at the six sessions 
ip which senior executives from a wide range of 
private and State enterprises gave the benefit of their 
knowledge and practical experience of computers and 
the application of electronic data processing techniques. 

The chairmen at the sessions were as follows: 
Monday, Session 1: The Earl of Courtown, Imperial 
Chemical. Industries Ltd; Session 2: Mr Lewis 
“Wright, Chairman, Scientific Advisory Committee, 

‘Trades Union Congress; Tuesday, Session 3: Sir 
Walter Puckey, British Institute of Management; 
Session 4:. Sir John Simpson, Cp. Controller, 
H.M.S.0.; Wednesday, Session 5: The Viscount De 
` Lisle, vc, PG D MA, ACA, President, Office 
Management Association; Session 6: Mr H. J. Furness, 
F.C.W.A,, President, The Institute of Cost and Works 
Accountants. 


in connection with the Electronic Computer Exhibition. More 
countries represented included Australia, Belgium, Czechoslovakia, 
Holland, Hungary, India, Israel, Italy, Norway, Russia, Spain, Sweden, 


OPENING ADDRESS 


The opening address at the Symposium was given 





by Lord Halsbury, managing director of the National Ge 
Research Development Corporation, on ‘Computers: _ 


retrospect and prospect’, from which are reproduced 
the following extracts: 

Ten years ago the computer as we know it was little 
more than a gleam in the eye of a few pioneers. Com- 
puter-like devices had been built here and there, but 
each of them lacked at least one feature that we should 


A 


now regard as essential. Ten years ago the number of" 


men working creatively in this field was certainly 
smaller than the number of industrial firms exhibiting 
their products here today. Today computer engineer- 
ing is a recognized branch of electronics whose practi- 
tioners must be numbered in hundreds. 
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The first computers of modern design did in fact 
come into operation in Britain. Before they did so, 
however, a number of computer-like machines had 
been in operation for some years in the United States. 
Shortly after they had done so modern type computers 
‘were operating there also. From the beginning there 
has been a steady two-way flow of technologists across 
the Atlantic. Competitive leads have had to be reckoned 
in months or weeks only, and now that the first decade 
has elapsed tHe situation is very much what it was from 
‘the beginning. Each nation has a healthy respect for 
its competitors’ technology. . . . In this exhibition you 
will find a ubiquitous and healthy desire to survive 
by competing. I challenge you to find one more stimu- 
lating in this respect. But it is the right kind of competi- 
tion based on open disclosure of product design. You 
will find no secrets here and no secretiveness. I have 
‘spoken much of Anglo-American achievements. To 
France, however, we must go for lessons in what clear 
‘thinking private enterprise can do without Government 
subvention. And to Italy we turn for invaluable 
peripheral equipment. ... 
ai Firm Foundation 
The first generation of computers was something 
of an engineering miracle. It was necessary to break 
through a vicious circle in order to dominate their 
construction and operation. . . . These machines were 
the joint products of mathematicians and engineers, 
each of them dedicated to learning the hard way, each 
wedded to early prejudices as to what was and was not 
“desirable to have or possible to accomplish. . . . This 
‘first generation of machines represented a firm 
foundation on which everything that evolved later was 
to be eonstructed. 


The second. generation of machines was the 
generation of experience. At the time when they were 
designed, the days of the pioneering prototype were 
beginning to be over. The men who designed them had 
designed: machines before, knew what the difficulties 
“were and how to avoid some of them by selecting 
hat to attempt and what not to... . The main 

features of this second generation of machines were, 

firstly, adaptation to special purposes, and, secondly, 
‘more utilitarian logics. In terms of these features 
computers began to be designed for special purposes. 
Computers for mathematical purposes were designed 
with that end in view. Computers for data processing 
and business pufposes were likewise designed for the 
users who,intended to acquire them. In England the 
turnover of machines sold for business purposes now 
for the first time exceeds the turnover of those sold for 
scientific purposes. 

The third generation, of which the earliest proto- 
types are scarcely off the stocks, is likely to carry the 
economics of the logic still further by making arrange- 
ments for parallel programming, micro time-sharing 

and break-in operations. 

As speeds rise, the problem of transferring blocks of 
„information between different storage levels tends to 
become of dominant importance. For unless a high 
degree of local autonomy can be imposed on each 
section of a very fast machine, the central computa- 
«tional part of it will tend to spend an uneconomic 

proportion of its time waiting for data on which to 
operate. Autonomous operations have, therefore, to 
be foreseen so that one section of a machine is per- 
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The Lord Mayor of London, Sir Harold Gert, M.C., F.C.A., 
examines a punched card during his visit tg the Exhibition. 


petually catching up on the needs of another section. 
The need to keep these newer and faster machines fully 
employed leads to another conception, that of time- 
sharing and break-in. 


Multiple Purpose Computers 


The general purpose behind these conceptions is that. 
of using a machine for multiple purposes: not multiple 
calculations carried out in sequence, each proceeding 
from start to finish in turn, but calculations inter- 
leaved with one another so that quite small time 
intervals elapse between part-completion of different 
operations. Thus, for example, a computer engaged on 
payroll calculations might suspend its calculations on 
receipt of an interrogation signal fromthe boiler house 
indicating that the carbon dioxide content of the flue 
gases was abnormal. On being interrogated in this way 
the computer would scan all the readings transmitted 
by instruments from the boiler house and take a 
decision to increase the fuel or air flow in one particular 
boiler. Having attended to the local crisis in steams 
raising its interest would revert to the payroll again. 
Alternatively, you may imagine a computer shared be~ 
tween two adjacent factories, each of whom required its 
payroll prepared at the same hour of the same day of the 
week. The computer would scan information received 
from one factory, process some of it, deliver the result 
to a tape recorder for conversion into printed form and, 
while the printing was in progress, transfer its attention 
to the cognate set of operations related to the affairs 
of the other factory, delivering its output thereto until 
its attention was once more directed to the first by a 
suitable interrogation or common signal. Thus two 
users would be employing one machine, though neither 
might be aware of the other’s existence for the com- 
puter would be switching its attention from one to the 
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other, a fraction of a second at a time, and the input 
and output devices of each would never seem to stop... . 


Revolution in Human Effort 

In ten years we have, therefore, passed from the first 
experimental computer, whose periodical working 
was an engineering miracle, to the current phase of a 
young industry equipped with experience, suitable 
components, a maturing philosophy and the means of 
eliminating all mechanical devices and routine 
mechanical operations coupled to business offices, on 
the one hand, and to contro! systems, on the other. 
I. want you to reflect fpr a moment on the immense 
liberation of human beings from inhuman drudgery 
that this is going to mean. Is anything duller, in ail 
eonscience, than routine clerical Work or watching 
instruments? b 

Those who have been responsible for computer 
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technology have bidden fair to revolutionize a majol 
division of human effort. Can humanity in the long 
run be other than grateful to them for their efforts: 
And having gone so far to place the miracles of elec- 
tronic technology at the disposal of humanity for good 
or evil, is to too much to ask that those who take 
these gifts from science and apply them to industry 
should remember the quality of the opportunities they 
represent — opportunities for good or evil, in which re- 
spect they differ from no other technical device that ever 
was or will be, save in the scale of their implications. 

It would be a tragedy if, having solved all the 
electrical engineering problems presented by these 
incredibly elaborate devices, we failed to solve the 
human problems that their installation among human 
clerical or process workers may represent. Mercifully, 
I do not think we shall fail on this occasion because 
forewarned is forearmed. 


SUMMARIES OF PAPERS 


The following are summaries of the papers which are 
of more particular interest to the profession. 


se 
PAYROLL AND PRODUCTION 
APPLICATIONS 


by N. C. Pollock, M.B.E., manager of O. and M. 
Department, Stewarts and Lloyds Ltd (Birmingham) 


Describing the use of a Leo II computer under 
operational conditions, Mr Pollock said, ‘We are 
not speaking of what we would like to do but what has 
been done’. After dealing with the practical applica- 
tions, he continued with other problems that it is 
hoped will be solved with the help of the computer. 
Two ways in which a commercial computer can be 
used are: 

(a) to do work which was already being done (or 
which would have to be done) in more con- 
ventional ways; 

(b) to do work which could not have been attempted 
by ordinary means. 

In dealing with the first case, Mr Pollock said the 

requirements are known, a routine is established and 
some standard can be set against which the computer’s 


The main control. console of E.M.1.’s Emidec 1100 data- 
processing system which was shown for the first time at the 
ae Exhibition. | 





performance can be measured. He warned: ‘Established 
routines often inhibit a fresh approach, and im-. 
mediate financial saving is not the only goal of admin= 
istrative efficiency’. 

In the second case the planner may ‘face a real 
difficulty in convincing management that a problem 
exists and needs to be solved’, 

The principal work being done or which is in an 
advanced state of planning by Leo II at Stewarts and 
Lloyds Ltd, at Corby, is: — 

(a) payroll, job costs and associated statistics; 

(b) accounting and replenishment of general stores; 

(c) warehouse sales invoicing and related statistics; 

(d) statistical data for actuarial purposes required 

for the company’s works pension fund; 

(e) calculating pipe stresses and deflection data for 

use in a technical sales department; 

(f) forecasting the digging programme for a group 

of iron-stone quarries. 

The speaker detailed the great number of factors to 
be considered in making up the payroll in which: 
complications such as cost-of-living bonus, temporary 
changes of job, and all kinds of deductions such as 
rent, savings, and sales, holiday pay and many other 
points have to be considered by the computer, ‘In a 
large integrated iron and steelworks the jungle of rules. 
and conditions which govern entitlement to pay is 
fairly thick,’ he said. e 

The machine time taken to do the whole payroll job 
is at the rate of 1,000 men an hour, or 3°6 seconds per 
man. This includes such refinements as weekly. 
dissection, monthly summarizing and the sorting of 
information for cost accounting. 





LARGE-SCALE FILE MAINTENANCE 
by D. G. Pedder, pa. Radio Rentals Ltd (Watford) 


The work entailed in planning the transfer of half a 
million accounts of Radio Rentals Ltd, from con- 
ventional accountancy to computer methods was 
explained by Mr Pedder. The firm has grown from 
20,000 subscribers in 1936. The rapid increase in i 
business since the war and the variety of factors 
affecting its accounts has presented severe problenis.: 
A certain degree of mechanization has been in use. 
in divisional offices for a number of years. Punched- 
card and other book-keeping and addressing machines: 
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have helped to alleviate accounting problems but, 
Mr Pedder said, ‘because of their lack of the elementary 
decision-making element, much has been left for 
manual processing’. 
i The scrutiny of accounts for arrears is a particularly 
important part of the work. Without a computer, the 
ideal of a single examination of each account and a 
‘one-time performance of all the necessary jobs 
associated. with it has never been possible, Complica- 
tions in the accountancy includes such things as six- 
monthly reduction in the rate of rentals and the fact 
rental plans are revised periodically. One model of 
_a radio or television receiver may have a considerable 
‘number of rental plans, but any one subscriber adheres 
to the rental plan which was current when he signed 
the agreement. 
` The decision to buy a computer followed detailed 
investigation which started with the formation of a 
two-man feasibility group in January of 1956. In March 
of 1957 a computer survey team was formed. The 
company’s policy was that the team should be small; 
it should. form. the nucleus of the future computer 
management; it should be given a free hand to review 
the functions of the company within its scope; it 
«should receive guidance on policy direct from the 
board; and: it:should have access to any information 
it might require to aid its work. 
One of the important points Mr Pedder mentioned 
was that it is easier to teach programming than to 
teach company procedure. Thus, people with company 
experience are essential. Another point is that far more 
“time will be spent on the design of the system than on 
the programming of that system. The detailed system 
lanning and programming of the Radio Rentals scheme 
was estimated to occupy eight and a half man-years. 


` PUBLIC UTILITY ACCOUNTING 


by G. Sherlock, F.A.c.c.A., A.C.1.8., deputy chief 
‘accountant (mechanization) South Western Gas 
: cee Board (Bath) 


the problems facing a large organization in deciding 
» change over its accountancy to electronic methods 
were dealt with in detail by Mr Sherlock, illustrated 
be the experience of the South Western Gas Board. 
-The problem was first tackled in 1954. A mechanized 
accountancy department was constituted with terms 
of reference, 

‘to investigate the latest accounting techniques, particularly 
in so far as they®are influenced by electronic computing 
devices, with a view to transferring all possible accounting 

operations to a centralized machine installation.’ 

At that time, the speaker pointed out, the ‘magic 
properties’ of scientific computers were being much 
publicized but the possibilities of their application to 
commercial purposes had hardly gone beyond the 
exploratory stage. ‘There was no clarity’, he said, ‘as 

to what the term “computer” meant and a great deal 
_ of confusion as to the relative claims of the electronic 
calculator and computer’. 
| The SW. Gas Board decided to prepare the fullest 
articulars of its present and proposed future organi- 
* zation and call upon potential suppliers for proposals 
— based on these. By the following year it was decided 
o-make use of Powers-Samas machines. 
‘is almost certain that at the first suggestion of the 
purchase of a computer, the impression will have gained 
- currency that all kinds of marvellous resiflts can be pro- 
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duced as a matter of course’; the speaker stated. ‘From. the ` 
number of needs, requests, suggestions and ideas, the ` 


problem arises of deciding what is wanted and by whom ae 


and what is the order of priority.’ ; 
He suggested the following as a realistic order of 
importance: R 

(1) to deal with day-to-day transactions and basic 
accounting requirements; 

(2) to provide management with regular, reliable 
and up-to-the-minute information in a concise 
form so that attention can be focused on- 
salient particulars without the need to peruse 
voluminous records; eee 

(3) to cater for other management and departmental. 
needs —the provision of detailed information 
which in the past will probably have been pro- 
duced with some difficulty and at considerablé 
cost. 


ELECTRONIC DATA-PROCESSING IN 
THE NATIONALIZED INDUSTRIES 


by Dudley W. Hooper, M.A., A.C.A., chief organizing 
accountant, National Coal Board 

All the nationalized industrjes are either using ele, 

tronic computers or are engaged in introducing them 

or studying their value. Mr Hooper gave details in his 

paper of present uses of electronic data-processing and 

some particularly interesting projects which are now ` 


under consideration. In preparing his paper he received a 


assistance from the B.B.C., the Natio Coal Board, 


the Electricity Council, the Central Electricity Genera- ae 


ting Board and Area Electricity Boards, the Gas 


Council and Area Gas Boards, British European and _ : 
British Overseas Airways Corporations, the British ` ` 


Transport Commission and London ‘Transport. Exec- 
utive. All these bodies use computers, some of them 
several. a 
Mr Hooper suggested that there are two methods of > 
approach in introducing a computer into a large 
industry. One is the synthetic approach, in which the 
computer starts by doing routine repetitive tasks and- 
gradually extends to produce management information, 


The other is the analytical approach in which a 


complete study is first made of all the information ` 
necessarily required, the installation and its. use 
being planned as a whole. : 


A new Creed paper tape punch machine which can ‘punch 
out’ information from a computer at 3,000 words per minute 
is shown being used in conjunction with the Ferranti 
Pegasus 2. The complete system is known as the Pegasus 
Common Language Data Processing System. 
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The synthetic approach leads to quicker results and 
provides experience, he said. The analytical approach 
is slower but should eventually lead to a really satis- 
factory installation. In a large organization it may well 
be that both appreaches should be made simultaneously. 

There were five electronic data-processing systems 
operating in the nationalized industries when the 
paper was prepared in July 1958, but, Mr Hooper 
pointed out, this was partly conditioned by the 
number of machines delivered up to that time. 

British Transport Commission had three machines 
working at Swindon, Paddington and Bristol and they 
were also installing a battery of four machines at 
Derby, two more at D&rlington, on paybill and stores 
accounting. On order were four more computers for 
King’s Cross, Wolverton and Crewee 

The National Goal Board had two, in the Durham 
and West Midland Divisions, with another on order for 
the Northern (N & C) Division. The B.B.C. and the 
electricity and gas industries have eight machines on 
order. 

Some examples of future trends: 

B.O.A.C, are engaged on a full-scale re-appraisal 
of passenger revenue, problems. They are also 
investigatirfy the use of simple special-purpose 
computers for preparing aircraft flight plans. 

The possibility of producing railway time-tables 
on computers is being investigated by the British 
Transport Gommission. 

London ‘Fransport Executive have a project on 
the compilation of road schedule services. 


INVENTORY CONTROL ACCOUNTING 
AND PAYROLL 


by A. Bradley, F.c.1s., executive assistant (Office 
Procedures and Methods) to managing director, Ford 
Motor Co Ltd, Dagenham 


The Ford organization at Dagenham was possibly one 
of the first and still is one of the largest commercial 
users of a computer service for routine clerical opera- 
tions. Since November 1955, Ford payrolls have been 
produced on a routine service basis on the Leo com- 
puter at Cadby Hall. At present the payrolls for over 
21,000 company employees are being produced in this 
way. 

In deciding to use computer services, said Mr 
Bradley, Fords were 
‘not simply interested in the simple economics of having 
payrolls processed by a computer on a service basis, 
although, of course, we were careful to consider how much 
this practical experience would cost us. In fact, it has cost 
us nothing; and it has enabled us to assess more realistically 
she task of installing our own computer systems.’ 

He added later: ‘We believe that there is a tremendous 
potential in the business use of computers — not so much 
from direct cost savings (which, it must always be remem- 
bered, vary directly with the inefficiencies of the old as well 
as with the efficiency of the new system) as from improved 
Management reporting — reporting improved in content 
and timeliness,’ 

- The planning of the Ford payroll system for a 
computer was described. A detailed requirements 
statement was first produced in about four months by 
a group of three people specially selected to study the 
problem. This was submitted to the programmers. A 
number of omissions and ambiguities were revealed 
as programming proceeded. This latter phase occupied 
about three months. Initially 750 employees’ records 
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were transferred to the computer and for three wéeks 
the work proceeded in parallel with the existing 
punched-card installation. When the programmes were 
fully proved, the computer payroll was increased by, 
approximately 1,000 employees at a time. ! 

The average time taken by Leo II/I to deal with 
all the payroll and ancillary tasks is 2-08 seconds per 
employee per week. This includes the calculations 
involved in arriving at net wages (and tax) from 
hours worked, the printing of pay slips and payroll, 
also maintenance of individual savings and deferred- 
payment account, and the production of four-weekly, 
monthly and half-yearly statistics. 

Many of the benefits become apparent only during 
operational working and as experience is gained. For 
instance, there was a general pay increase in the 
company. All that was necessary to effect the individual 
increases was to supply Leo with the scale of incre- 
ments to be added to the old scale. 

Mr Bradley gave details of a study of the control of 
spare parts in the Ford organization, which has a stock 
of 36,000 items and five million stock movements a 
year. Work planned for a Leo computer now being ` 
installed at the new Parts Depot at Aveley, Essex, 
includes inventory control and valuation, invoicing, 
the production of statements and ledgers for domestic 
dealers and sales and cost-of-sales analyses, 


ELECTRONICS IN BANKING 


by L. Temple, member of the Committee of London ` 
Clearing Bankers’ electronics sub-committee 


British banks handle about 800,000,000 cheques every 
year, half of which pass through the London head 
offices of the banks. In addition there are facilities for 
the transfer of credits between banks which also give 
rise to large-scale sorting and listing operations. 


Eight hundred million cheques a year, assuming a 53-day 
week of eight hours a day and excluding public holidays, 
means: 

approximately 2,850,000 cheques daily; 


CH 356,000 „ ourly; 
Se DOo00 _—Co=»» per min.; 
” 100 nn per sec. 





Mr L. Temple gave these facts in setting out the 
conditions which have to be met if electronic computer 
techniques are to be introduced into banking, par, 
ticularly in the work of the Clearing House. The 
London Clearing Bankers have had an electronics” 
subcommittee considering the ` pessibilities since: 
October of 1955. 


‘There is no evidence to support any suggestion that the 
conventional mechanical accounting machine has reached — 
the limit of its use or development’, Mr Temple said, ‘but 
electronic aids, particularly in the field of paper handling | 
could, if capable of economical development, being a 
considerable degree of automation to the large volume of 
routine which at the present time absorbs a very great deal 
of clerical labour. The multiplicity of problems which such 
a programme could entail could only really be satisfactorily 
studied as a joint banking venture if the greatest benefit were 
to accrue.” 


The initial aim of the banks was the introduction of 
a machine which would sort cheques in the clearing” 
departments, eliminating much of the drudgery. Then 
it was realized that if a cheque could be made self- 
sorting, it could also eventually become self-listing 
and self-posting. 

‘Such a cdnception envisaged a range of fully- 
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automatic machines which would be able to sort and 
read cheques, adjust the balance of accounts and 
produce (as an end product) a customer's statement, 
the whole chain of processes requiring the minimum 
af human intervention’, Mr Temple said. 

The banks’ sub-committee are now confident that 
their plans are capable of attainment. Mr Temple 
suggested methods of handling cheques, which will be 
‘coded’ in Arabic characters printed in magnetic ink. 
Each chequee would need encoded information 
covering: a sorting code; the amount; a transaction 
the account number, and a cheque serial number, 
All cheques and vouchers would have to be of a 
standard size, which has now been agreed as between 
Ain. x 3 in. and 8 in. xX 4 in. 






CHE PRACTICAL APPLICATION OF A 
Si SMALL COMMERCIAL USER 


by D. L. Rowlands, A. C. Nielsen Co Ltd (Oxford) 


Mr Rowlands dealt with the practical commercial 
problems that face a small firm intending to apply 
puter techniques to their business. 


In outlining the experiences of a small company in the 
ase of a computer, it would be foolish to give unbounded 
encouragement. to others who contemplate this step and 
who fall within the same category, without tempering 
anthusiasm with warning and advice of the pitfalls which 
ire likely to be met,’ Mr Rowlands said. ‘Whatever prob- 
ems a company might have, be they administrative or 
sroductive, putting them on a computer may not necessarily 
urn out to be the panacea promised by the eager salesman.’ 


` Mr Rowlands asked computer manufacturers to take 
adtice. of the particular requirements of the smaller 
iser. He said that in undertaking surveys for the 
requirements of a potential client, manufacturers tend 
70 emphasize the ideal machine, or system of machines 
for the job, regardless of the economics involved. He 
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added that his own company had one proposal sub- 
mitted to them relating to the rental of a computer 
which represented nearly 10 per cent of the company’s 
annual expenditure. 

‘It is essential’, he said, ‘if manufactufrers are to attract 
the custom of the smaller companies, that their proposals 
must reflect a true realization of the economics involved 
and they must give practical guarantees of the reliability of 
their machines and their effectiveness in the proposed field 
of operation.” 

The Nielsen operations are unusual in that the 
computer and punched-card equipment forma very, 
large part of the ‘production division’ of the company. 
The raw material is factual datfin the form of figures 
relating to sales in shops for the retail indexes and 
television viewing án homes for the Nielsen television , 
index. D 

Though estimates have been made that twenty man- 
years are required to investigate, organize and pro- 
gramme jobs for a computer, Mr Rowlands said that 
in his firm’s experience, from a fully-mechanized 
punched-card procedure a complete loading of a 
computer can be achieved in five to six man-years. 


e 
REVIEW OF AUTOMATIO 
DATA-PROCESSING IN GOVERNMENT 
DEPARTMENTS 


by J. H H. Merriman, M.sc., A.INS$.P., M.LEE., 
Organization and Methods Division, HAM. Treasury 


Apart from some dozen digital computers in use in 
research and development establishments, Mr Merri- 
man said that four systems of office automatic data-: 
processing were in operation. These are at 
(1) The Board of Trade, for processing data derived from 
the Census of Production; 
(2) The Ministry of Agriculture, Fisheries and Food, 
dealing with agricultural-deficiency payments; 


NY MI R berts, Chairman of the dis Committee of the Electronic Engineering Assocation and the Office Appliance 
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(3) The Ministry of Supply, processing payroll accounts 
for its own staff (17,000 accounts) and for an adjacent 
National Assistance Board unit (3,000 accounts); 

(4) Inland Revenue, analysing statistics derived from tax 
assessments and preparing P.A.Y.E. tax tables. 

In addition, by the end of the year, he said, the 
G.P.O. will be installing a twin-computer installation 
to process the payroll of 112,000 staff as well as under- 
taking statistical work, and H.M.S.O. will be operating 
a system for general accounting work. 

Mr Merriman stated that some forty possible data- 
rocessing systems were under study for various 
epartments. For example the three Services and the 

Ministry of Supply ar@interested in the application of 
A.D.P. to stores-accounting, Ee purchasing 
and bill-paying. He gave an example of a projected 
‘installation for the Central Ordnance Depot of the 
R.A.O.C. which procures, holds and issues mechanical 
transport spares for the army, carrying 200,000 items 
and handling 8,000 account postings each day. 

‘Preliminary estimates suggest that an A.D.P. 
system should, in due course, make possible a substan- 
tial saving in clerical posts,’ Mr Merriman said. The 
system will permit a much greater degree of detailed 
control in the fields of sfore-holding and procurement 
from which should result substantial financial savings. 

Another typical projectunder study — at the Ministry 
of Transport and Civil Aviation — is being planned to 
include suche apparently unrelated tasks as payroll, 
revenue colleetion, the preparation of instruments of 
payment, vote analysis, cost accounting, seamen’s 
saving-bank accounting and eventually certain tech- 
nical stores accounting and control. 

Advantages of A DP. include speed of processing, 
particularly in statistical work, where the value of the 
result declines as the time between obtaining the 
original information and publishing final analyses 
increases. 


ELECTRONIC COMPUTERS: 
A PRACTICAL APPLICATION 


by J. F. Body, of Newton, Chambers & Co Ltd 


In his paper, Mr Body described the uses made of an 
electronic computer mstalled by Newton, Chambers 


ES Co Ltd. 


Three years ago the company began to consider the 
replacement in some form or other of the large 
Powers-Samas punched-card installation which pro- 
vided an accounting service to the whole company. 
It was decided to acquire an electronic computer which 
would gradually replace much of the existing equip- 
ment. A National. Elliott 405 computer was chosen, 
one of i its attractive features from the company’s point 
“of view being its ability to accept information either 
in the form of punched cards or punched paper tape: 
the company was therefore able to take advantage of its 
highly trained team of punched card operators and 
their equipment. Moreover, punched card swere 
extensively used as unit documents throughout the 
company and all employees were familiar with them. 

It was decided that the first project should cover 
weekly wages and to design a system and programme 
which would also be applicable to monthly salaries. 
The revised system has been operating for some 
weeks and Mr Body listed the following advantages 
gained so far by the use of the computer: 

(x) Overtime payments, stoppages, and all adjustments 
to salary are givea effect to in the current week com- 
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pared with being two weeks in arrears under the old. 
system. 

(z) The system is more accurate — all payments are to 
the minute instead of to the nearest quarter-hour. 
(3) More information is given to the employee. { 
(4) Holidays paid in advance are taxed at the correct 

rate for the holiday period. 

(5) General rate revisions are easier to cope with as only 
the rate scales stored in the computer require. 
amending instead of each individual EE s rate 
under the old system. 

(6) All pay-slip information is printed. " 

(7) Personnel department always have a complete up- 
to-date record of each employee and keep no hand- 
written records whatever. The pay-slip office copy 
for the last week in each calendar year and the 
latest slip in the current year provide a complete 
history. 

(8) A large amount of hand posting, calculating, trans- 
ferring of information from one document to another 
has been eliminated. 

(9) The amount of weekly punching has been much 
reduced. 

(10) Changes in rates and National Insurance are auto- 
matically adjusted. 


THE APPROACH TO E.D.P. OF 
A LARGE USER 


by S. G. Furniss, A.C.1.8., Imperial Chemical Industries 

Ltd (Glasgow) 
Surveying the history of the introduction of electronic 
computers into Imperial Chemical Industries, Mr 
Furniss said four computers were installed for com- 
mercial work in 1957, but the possibilities of computer 
applications were being considered as early as 1951 by 
members of a head office department concerned with 
research into the use of new office methods and 
machines. 

‘It was early appreciated’, he said, ‘that the realm of 
computers in the office was full of owns — owns 
about the equipment itself, about the effectiveness with 
which it would perform the operations it was claimed it could 
do, about problems of input and output, about problems of 
data preparation in the right form at the right time.’ 

By 1954 British machines were little beyond thf 
drawing-board stage and there was therefore ‘no 
practical experience on which to draw in this country. 
A visit to the U.S.A. that year showed that while there 
was quite a lot to be seen in the development of 
hardware, experience in the practical operation. of 
computers for office work was virtually nil. 

The ordering of the following maghines in 1955 was 
looked upon as being in the nature of a commercial 
research project, an initial idea that a machine might 
be operated centrally on a service basis at I.C.1.’s 
head office having been dropped. 

I.B.M. Geo — Paints Division 
Elliott 405 ~ Nobel Division 
Ferranti Pegasus ~ Dyestuffs Division 
Hollerith HEC 4 — Alkali Division. 

‘In only one case was there an economic justification 
established for the installation,’ said the speaker. ‘For each 
of the other machines, a reasoned statement rather than a 
fully economically justified one was prepared. It was on 
these statements that the decisions to go ahead were based, 
it being fully appreciated that there was an element of ri 
and recognizing the fact that it might be necessary to pay 
to learn.’ . 

Furthermore, it was realized that unless British users 
co-operated 3 with British manufacturers, the country’s 
stake in this’ new field would not get very large even 





"December 6th, 1958 


‘though potentially it seemed possible for machines 
to be produced more cheaply in the United Kingdom 
-than in the U.S.A. 

rc. Because of the research aspect of the four installa- 

| tions and the growing interest in the use of computers 
| for. scientific and technical research problems, it was 
decided to set up an LC.1. computer panel with four 
| Committees to co-ordinate the activities: the personnel 
committee considered the effect of computers on staff 
- requirements; the office applications committee dealt 
with possible commercial uses; the research committee 
studied the scientific use of computers; the program- 
ming committee examined the practicability and 
benefits of exchanging information on programming 
matters. 


WAGES ACCOUNTING 


by W. H. Sargent, central wages executive, British 
Railways, Western Region (Swindon) 


Though Mr Sargent’s paper dealt specifically with the 
application of electronic computer techniques to 
railway wage accounting problems, he pointed out that, 
dealing with employees engaged in the construction 
and maintenance of railway vehicles, conditions are 
similar to those prevailing in many engineering work- 
shops in industry. The problem presented is to deal 
-with:the building up of information necessary to arrive 
‘at the net pay for each of 10,000 employees, and 
subsequent analyses. 

The pay cycle is weekly and the compilation of the 
paybills had to be completed within two days, from 
8.30 on Monday morning to 5 o'clock of Tuesday 
evening, or within sixteen hours of the receipt of the 
wage sheets. The wages work had hitherto been carried 
out on key-operated accounting machines but from 
time to time demands arose that could not easily be 
accommodated on the existing machine. 









An English Electric DEUCE 
computer which has recently 
been installed at Bankside 
House, headquarters of the 
Central Electricity Generat- 
ing Board. 
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‘For example’, Mr Sargent said, ‘the trade union 
representatives considered that more detail should be 
included on the paybill, and as the pay structure became 
more involved, the system was being asked for more than 
it was originally designed to give. The complications of the 
pay structure have naturally increased the number of hours 
taken to calculate each employee’s earning and in the time 
immediately preceding the installation of the computer there 
were sixty-one staff engaged for 38-5 hours per week, or a 
total of 2,348 man-hours. Thus, for each employee, on an 
average practically 0-25 hour was taken.’ 


The introduction of a computer technique resulted 
in a 50 per cent saving in man-hours; and thére wert 
other less direct benefits inclyding the fact that the 
investigation into computer techniques led to a simpli- 
fication and acceleration of procedures. 


‘Probably the most important indirect benefit’, Mr 
Sargent said, ‘came as a result of providing the employees 
with a comprehensive and clear pay-ticket. . . . Now, 
relations with employees have improved considerably and 
the new form has been warmly welcomed.’ 


The speaker dealt in detail with the problem of 
collecting the raw material for the computer, because, 
he said, ‘every user of computing techniques is faced 
with similar problems and it is extrem®ly important 
to give ample study to them if the overall advantages of 
these techniques are not tê be offset by slow and 
inefficient collection of the data processing’. 

On the subject of programming, bé felt that the 
whole subject had been overplayed, pdrticularly for 
accounting applications which do not demand the 
services of highly-trained specialists. The Powers- 
Samas organization provided a programming service 
that was adequate and which they used in the early 
stages. Since then, one of the railway’s staff has taken 
a course on programming at the manufacturers’ training 
establishment. 
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THE ASSOCIATION’S ANNUAL DINNER-DANCE 





Pictured on the left, Mr W. Jackson, F.A.c.c.A., President of 
The Association of Certified and Corporate Accountants, 
proposing the toast of “The Guests’. 

Above, Lord Ritchie replies to the toast. On his left are Mr 
J.C. Rodgers, M.P., Parliamentary Secretary, Board of Trade; 
Mr Jackson, and Mrs Jackson. 








Mr W. L. Barrows, LL.D., J.P., F.C.A., President of The Institute of Chartered Accountants in England and Wales, and 
Mrs Barrows being received by the President of the Association and Mrs Jackson, A list of guests present at the function, 
which was held at Grosvenor House, London, last Monday, appears on the opposite page. 
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PERSONAL 


Messrs Derek WEBSTER & Co, Chartered Account- 
ants, of Baker Street Chambers, 136 Baker Street, 
London, W1, announce that, as from December rst, 
1958, they have admitted into partnership Mr JEREMY 
WEBSTER, M.A., A.C.A. The style of the firm remains 
unchanged. ` : 

The partners of NEwron, ARMSTRONG & Co, Char- 
tered Accountants, of 33 Lawrence Lane, London, 
EC2, announce that Mr DonaLp Ernest FARRANCE 
GREEN, M.B.E., F.C.A. (also of Messrs Crew, TURNBULL 
& Co, Chartered Accountants), and Mr JoHN CHARLES 
Durnin, F.c.a. (also of Messrs Clark Batrams & 
Co, Chartered Accountants), have joined them as 
partners. The practice otherwise continues unchanged, 

Messrs Bo rou, Wawn & Co, Chartered Account- 

ants of 3-4 Clement’s Inn, Strand, London, WC2, 
and Sunderland and Newcastle upon Tyne, announce 
hat as from December 1st, 1958, Mr Norman 
Epwarp REES, A.C.A., A.A.C.C.A., has been admitted into 
partnership in the London practice. The name of the 
firm remains unchanged. ; - 
. Messrs Tincey & GoOLDBLATT, of 64 South Audley 
Street, Mayfair, W1, announce the opening of an 
additional office at 216 High Road, Loughton, Essex. 
Telephone: Loughton 6211. f 


PROFESSIONAL NOTES 


Mr G. L. C. Touche, B.A., F.C.A., has been appointed 
deputy chairman of the Association of Investment 
Trusts. ` ` 

Sir Douglas Waring, C.B.E., A.C.A., has joined the 
` board of Amalgamated Tin Mines of Nigeria Ltd.’ 

` Mr John Douglas Clark, F.c.a., has been appointed 
to the board of Easterns Ltd. j 

Mr J. B. S. Brockway, A.C.A., has been appointed 
controller.of Seager, Evans & Co Ltd, and its associated 
companies in the United Kingdom. E 

Mr Leslie Lavy, F.c.a., has been appointed a director 
of Thomas Danks & Co Ltd. 


. THE INSTITUTE OF COST AND WORKS 
` ACCOUNTANTS ` 
New Assistant Secretary 


Mr Thomas D Degenhardt, M.A., A.C.1.s., has been 
appointed an assistant secretary of The Inétitute of 
Cost and Works Accountants. Mr Degenhardt joined 
the staff of the Institute in 1954 as education officer 
and has been closely connected with the Institute’s 
‘Summer: Schools. As a new assistant secretary, he 
joins Mr Leslie W. Millett, p.r.c., who was appointed 
assistant secretary in 1948. ` i gn 
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THE ASSOCIATION OF CERTIFIED AND 
CORPORATE ACCOUNTANTS — - 


Annual Dinner and Dance 


The President of The Association of Certified and 
Corporate Accountants, Mr William Jackson, F.A.C.C.A, 
with Mrs Jackson, presided over a company of 509 
members and guests at the annual dinner and dance of 
the Association held at Grosber House, Park Lane, 
London, on December rst. ; $ 
Among those present were Mr J. C. Rodgers, M.P. 
Parliamentary Secretary, Board ofe Trade, and Mrs 
Rodgers; The Lord Ritchie of Dundee, Deputy 
Chairman, The Stock Exchange; Mr W. L. Barrows, 
LL.D., J-P., F.C.A., President, The Institute of Chartered 
Accountants in England and Wales, and Mrs Barrows; 
and: l or 
Mr G. H. Andrew, cn. (Second Secretary, Board of Trade), 
and Mrs Andrew; Mr R. D Baulkwill, c.B.8., (The Public 
Trustee); Mr S; J..D. Berger, dng, M.C., and Mrs Berger; 
Mr L. Bloomfield, 0.B.E., (President, The National Chamber 


‘of Trade), and Mrs Bloomfield; Mr W. K. Brasher, C.B.E., 


(Hon. Secretary, General Committee, British Conference ‘on 
Automation and Computation), and Mrs Brasher; The Rt. 
Hon. The Viscount Brentford and Viscou8tess Brentford; 
Mrs A. S: Burns; Mr L. F. Cheyney. *(Secretary, The 


„Institute of Municipal Treasurers and Accountants), and Mrs 


Cheyney; Mr J. Cowen, c.B.z., (Secretary, Performing Right 
Tribunal) and Mrs Cowen; Sir Cecil Crabbe, (Chief 
Registrar of Friendly Societies), and Lady Crabbe; The Lord 
Dovercourt and Lady Dovercourt; Mr H. J. Furness, 
(President, The Institute of Cost and Works Accountants), and 
Mrs Furness; Mr C. G. Garratt-Holden, C.B.E., T.D., 
(Secretary, The Building Societies Association), and Mrs 
Garratt-Holden; Mr T. E Goldup, C.B.E., (Chairman, 
General Committee, British Conference on Automation and 
Computation), and Mrs Goldup; Mr W. Macfarlane Gray, 
J.P., (Member of Council), and Mrs. Macfarlane Gray; Mr 
E. G. Hardman, (President, The Chartered Institute of 
Secretaries), and Mrs Hardman; Mr IL E Harris, (Vice- 
President of the Association), and Miss E. Harris; Mr Duncan 


. Harrison, (The Evening News), and Mrs Harrison; Mr J. W: 


Hough, opp, (President, The Institute of Municipal 
“Treasurers and Accountants), and Mrs Hough. ` R 
Sir Harold Howitt, G.B.E., D.S.O., M.c., J.P, and Lady 
‘Howitt; Mr G. H. A. Hughes, opp, (President, The 
Institute of Arbitrators), and Mrs Hughes: Mr Percy F. 
Hughes, (Editor, Taxation), and. Mrs Hughes; Mr C. V, 
Jarvis, J.P., (Member of Council); Sir Alexander Johnston, 
K.B.E., C.B., (Chairman, Board of Inland. Revenue), and Lady 
Johnston;. The Lord Latham, J.P, (Member of Council), 
and Lady Latham; Mr J. C. Latham, D.L., (Director of the, 


- Association), and Mrs Latham; Mr W. H. Lawson, C.8.£., 


(Immediate. Past President, The Institute of Chartered 
Accountants in England and Wales),.and Mrs Lawson; Mr 
AM. A. Liddell and Mrs Liddell; Mr. Thomas Lister (Vice- 
President, The Institute of Chartered Accountants of Scot- 
land), and Mrs Lister; Sir Thomas Lund, c.n.£., (Secretary, 
The Law Society), and Lady Lund; Mr P. J. Mantle, C.M.G; 






Telephone: Victoria 2002 (3 lines) 
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(Assistant Secretary, Board of Trade), and Mrs Mantle; 
Mr E. H. S. Marker, c.B., and Mrs Marker; Mr R. Ian 
Marshall, (President, The Institute of Chartered Accountants 
of Scotland), and Mrs Marshall; Mr T. S. Martin, and Mrs 
‘Martin; Mr E. HM. McDougall, (Secretary, The Institute 
of Chartered Accountants of Scotland), and Mrs McDougall; 
Mr A. C. S. Meynell, (Immediate Past President of the 
Association), and Mrs Meynell; Mr C. D. Morley, (Secretary 
The Stock Exchange), and Mrs Morley. 

- Sir Edward Norman, (Chief Inspector of Taxes), and Lady 
Norman; Sir Charles Norton, M.B.E., M.C., and Lady 
Norton; Mr F. Cameron Osbourn, M.B.E., (Secretary of the 
Association); Mr R. G. Cameron Osbourn; Mr L, E. 
Peppiatt, M.C., (President, The Law Society), and Mrs 
Peppiatt; Mr J. F. Phillip§, 0.B.£., (Secretary, The Chartered 
Institute of Secretaries), and Mrs Phillips; Mr J. Pickering, 
.P., and Mrs Pickering; Mr George Pollpck, Q.C., (Director, 

ritish Employers’ Confederation), and Mrs Pollock; Mr 
Derek du Pré, (Secretary, The Institute of Cost and Works 
Accountants), and Mrs du Pré; Mr F. M. Redington, 
(President, The Institute of Actuaries), and Mrs Redington; 
Mr J. Ryan, c.B.z., M.C., and Mrs Ryan; Mr A. Samuels, 
C.B.E., (Chairman, London County Council), and Mrs 
Samuels; Mr R. L. Sich, c.B., (Registrar of Restrictive 
Trading. Agreements), and Mrs Sich; Mr R. J. W. Stacy, 
C.B., (Under-Secretary, Board of Trade), and Mrs Stacy; 
Mt E. G. Tuoker, (Controlfer of Death Duties); Mr Arthur 
E. Webb, (Editor, The Accountant), and Mrs Webb; 
Alderman Sir Frederick Wells, Bt.; Mr F. Wilson, 0.3.2., 
J.P., (Member of Council, President, Sunderland Chamber of 
Commerce). e 

The toast of “The Guests’ was proposed by Mr 
Jackson, and “Lord Ritchie responded. Music for 
dancing which followed was played by George Jay 
and his Orchestra. 
Photographs ‘taken at the occasion are reproduced 

on page 714. 


THE CERTIFIED ACCOUNTANTS’ LODGE 


The Certified Accountants’ Lodge was consecrated at 
Freemasons’ Hall on October 22nd by the Assistant 
Grand Master, Major-General Sir Allan Adair, Bt., 
C.B., C.V.O., D.S.0., M.C., D.L., who was assisted by other 
Grand Officers. 

W. Bro. J. C. Latham, P.G.ST.B., was installed as 
Master, and after the installation the following officers 


were invested: W. Bro. J. E. Harris, 1.P.M.; W. Bro. 


C. V. Jarvis, p.p.c.p. (E. Lancs), S.W.; W. Bro. G. L. 
Barker, 7.W.; W. Bro. A. Garner-Stevens, L.G.R., 
Chaplain; W. Bro. Sydney C. Jones, p.p.c.p. (Middx.), 
Treasurer; W. Bro. C. R. M. Davidson, Secretary; W.Bro. 
A. C, S. Meynell, D.C.; W. Bro. J. A. Gopsill, P.P.G.D. 
(Warwick), SD: W. Bro. H. Wells, ¥.D.; W. Bro. E. 
Spencer, 4.D.C.; W. Bro. E. Greenhill, p.p.c.w. 
(Worcs), Almoner; W. Bro. J. H. Hills, LG: W. Bro. 
sl. P. Shaw, P.P.G.ST.B. (Herts), Steward; W. Bro. A. J. 
Courtney, L.G.R., Tyler. 

Afterwards, the consecrating officers and guests of 
the founders were entertained to dinner in the Con- 
naught Rooms. 

The address of the Secretary of the Lodge is 22 
Bedford Square, London, WC. 
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LIVERPOOL CHARTERED ACCOUNTANTS’ 
DINNER 


The annual dinner of the Liverpool Society of Char- 
tered Accountants was held on November 28th, when 
the Secretary of State for Foreign Affairs, The Rt. 
Hon. Selwyn Lloyd, C.B.E., T.D., Q.C., M.P., was the 
principal guest. 

Responding to the toast of “The Institute of Chartered 
Accountants in England and Wales’ proposed by Mr 
Selwyn Lloyd, the President of the Institute, Mr W. L. 
Barrows, LL.D., J.P., F.C.A., said: 

‘Your Society last month started a study group for 
recently-qualified members and those returning from 
National Service and I wish it well. If it is successful I 
think it might well be copied in other areas, Here you have 
for a long time been pioneers in tackling the whole problem 
of recruitment, and at Moorgate Place we have been most 
interested in the important work of your Recruitment Sub- 
committee, including the production of the leaflet prepared 
some two years ago, designed to interest school leavers in 
accountancy as a career and the audit assistants’ courses 
now being run on your behalf by the College of Commerce. 
Liverpool is certainly giving a lead to the country and the 
accountancy profession.’ Ki 


CITY DISCUSSION GROUP 


The next meeting of the City Discussion Group will 
be held on Wednesday next, December roth, at the 
Cock & Bottle, Laurence Pountney Hill, Cannon Street, 
London, EC4, at 6 for 6.30 pm. Mr D. Napper, 
A.C.A., Will speak on ‘Other people’s accounts’ and 
Mr J. Morris, F.c.a., on “The Institutes Recom- 
mendation No. 20’. 

It is hoped that as many members as possible will 
attend. New members will be welcome. 


NORTH LONDON CHARTERED 
ACCOUNTANTS DISCUSSION GROUP 


A meeting of the North London Discussion Group of 

Chartered Accountants will be held at 6 p.m. for 

6.30 p.m. on Thursday next, December 11th, at The 

Mason’s Arms, 38 Maddox Street, W1, when Mr H. Aud 
Astbury, F.c.A., will lead a discussion on “The futúre 

of the accountant in practice’. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The following meetings will be held during next week: 


Monday: Visit to Martins Bank (limited number). 
6.30 p.m., at Grosvenor House, Park Lane, Wi: 
Annual dinner. H À 
Tuesday: at The Halfway House, Dunstable: Annual 
dinner of Bedfordshire Branch. 
6.30 p.m., at Reigate: Lecture on ‘Costing’ by Mr 
Ian Liddington, M.A., A.C.A., (Accountant, The Fullers 
Earth Union Ltd). 
Wednesday: Visit to the Westminster Bank (limited 
number). 
Thursday: Hockey v. Bristol and Cardiff Students’ 
Societies. 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


CARS GENERAL 


83 PALL MALL, LONDON, SW1 
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Shares for Employees 


CURRENT development in company finance which may, 

well have important effects is the bustle of activity to 

promote a wider spread of share-ownership. Significant 
of changing economic times, though the various efforts include | 
new ideas as well as extensions of tried methods, the emphasis in 
each case is on the encouragement of the ‘small’ investor and 
worker to spread his or her investment wings. Though, with the 
Government giving active thought to finding workable means of 
promoting the movement there is clearly a political motive in 
fostering the growth of a share-owning democracy, there are also 
some very sound economic reasons for tapping freslf sources of 
capital. 

If British Se and commerce are to keep in the van of 
progress and to compete in world markets they must, be assured 
of ample supplies of new money. While many companies are 
financing substantial proportions of their capital programmes out 
of retained profits, as a whole they must seek increasing assistance 
from the new issue market. Thanks, however, to high taxation on 
incomes, the class of investor who once provided the financial 
sinews is thinning out or has not enough margin between income 
and expenditure to maintain an adequate flow of new savings. 
Simultaneously, onerous death duties are forcing the stock-markets 
to absorb holdings of existing securities. On the other hand, while — 
the savings margins of the older investment class are diminishing, 
those of a vast and growing number who are strangers to invest- 
ment in stock exchange securities are increasing. It is only 
economic common sense, therefore, that efforts must be made to 
divert some part of the savings of the latter to building up and 
strengthening the vast industrial assets which provide millions of 
them with employment and, in rapidly-increasing numbers, 
pensions on their retirement. < 

Until recent months, there have been four main methods of, 
becoming a part owner of public companies. First, is the purchase 
of shares on the stock exchange. Second are the unit trusts, 
offering a spread of investment over a number of stock exchange 
securities and with minimum investments of relatively small 
amounts. Third, and a more recent development, a small number 
of companies have encouraged their employees to become pro- 
prietors by paying annual bonuses in equity shares or by giving 
them preferential trectment when making new issues of capital ~ 
Imperial Chemical Industries and Courtaulds, two of our largest 
companies, are prominent amongst the former. Fourth, there is 
thé vastly important and rapidly-expanding indirect participation 
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of tens of millions of men, women and children 
through contributions to life insurance, pension 
funds and other mutual methods of saving, through 
which an increasing volume of funds is going 
into the equity shares and other securities of 
many public companies. 

Of the recent new approaches, one unit trust 
achieved considerable success by arranging with 
Scottish banks to sell its units ‘over the counter’. 
Loan and hire-purghase facilities for financing 
the purchase of approved securities are now 

available and one of the newe unit trusts has 
arranged with 4 credit finance company for pay- 
ment by instalments. Investment clubs, though 
still very much in their infancy in Britain compared 
with their popularity in the U.S.A., are slowly 
eatching on amongst groups of people who wish 
tọ make co- operative,efforts in putting regular 
savings to’ good and interesting use. And, 
launched with the blessing of Aims of Industry, 
plans have been worked out whereby public 
companies ‚ĉan open: ‘shop companies’ for the 
sale, to their work-people, in bearer form, of 
their own shares or those of other participants. 

Undoubtedly, some or all of these new ideas 
will blossom and still-more will be sprung on the 
investment world. If, however, they are to achieve 
their objective of encouraging the ‘small’ investor 
and worker to put savings into equity shares, 
they must be easily workable, cheap to run and 

` prove that it is good and profitable business to 
invest in industry. Otherwise, a great deal of 

` harm, which might put back the movement for 
many years, could be done. 

Education in company finance and the working 
of the stock exchange comes first. Before new 
bodies of investors are encouraged to put money 
into equities they should know just what they are 
doing; that stock exchange securities — gilt-edged 

.or otherwise — fluctuate in value; that dividends 
may fall as well as increase; and that ordinary 
shares are the risk capital of any company. They 
must understand the causes which affect market 
prices and the mechanics of transferring owner- 
ship of securities from seller to buyer. As share- 
owners they should know how to follow the 
fortunes of the companies in which they have 
invested — annual reports and other documents 
must be drawn up in simple, clear and easily 
understandable form. 

. Fortunately, the London Stock Exchange has 
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been alive for some time to such needs and has 
taken active steps to meet them. Those interested 
in seeing the market at work can do so from th 

Visitor’s Gallery; a panel of lecturers is also 
available and public relations is being fostered 
through publications, and other methods of 
providing factual information. 

Until the small investor knows’ more about 
equity investment and has sufficiently large 
resources to build up his own portfolio, it seems 
only common sense, however, that he should 
confine his participation to some mutual effort . 
giving a spread of risks under expert manage- 
ment. The possible lack of this ‘spread’ is, in fact, 
one of the potential snags in the new company 
shop idea. If a worker can buy the shares in his 
own company alone he takes all the risks of losing 
money if it does badly — and becomes disgruntled 
To be really successful it appears to us that, .as 
the plan provides and its sponsors hope, there 
should be a spread of investment amongst as large 
a number as possible of ‘shop’ companies. 

In fact,-so far, the best way to attract a large 
and widespread volume of small savings into 
equity investment is by the unit trust method. But 
if this is to be really effective, two needs call for 
early attention. Firstly, if the Government really 
wants to encourage the growth of a share-owning 
democracy, it must remove two fiscal handicaps: 
the 2 per cent stamp duty on share purchases — 
which so heavily loads the cost of investment — 
must be abolished; and means must be worked 
out to eliminate, or simplify, the making of repay- 
ment claims by investors not liable to the standard 
rate of income tax. Secondly, the possibility 
should be explored of keeping the running costs 
of unit trusts to a minimum by giving the Trustee 
Savings Banks power to act as agents on the 
present simple and effective method of cash over 
the counter and pass-book entry. 

As it is known that the National Savings 
Movement, with its great band of voluntary 
workers, could not be harnessed as a whole to 
any unit trust investment scheme, such an 
addition to the paid services of the Trustee 
Savings Banks may, in fact, be one of the most 
effective methods, All this would require would bed 
an Act of Parliament to give the necessary agency 
powers and for the unit trusts to be sponsored by 
top-ranking ciy firms or the Stock Sen 
itself. E 
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the High Court on the question of exactly 
how much the Inland Revenue can exact in 
penalty when a taxpayer is proved guilty of 
neglect or refusal to deliver a true and correct 
return in the circumstances laid down by Section 
25 (3) of the Income Tax Act, 1952.1 
It has long been established that a taxpayer 
who has complied with a notice to make a true 
and correct return, in the sense that he has filled 
up the form and sent it to the inspector, is never- 
theless liable to the penalty if by reason of his 
neglect that return contains a misstatement 
(Attorney-General v. Till ([1g10] A.C. 50; 5 T.C. 
440)). The maximum penalty laid down is £20 
‘and treble the tax which he ought to be charged 
under this Act’, If the Inland Revenue take the 
necessary proceedings before the General Com- 
missioners, those Commissioners can mitigate 
the liability as they think fit. If, however, the 
proceedings are brought in the High Court, the 
Court has no discretion as to the amount. If it 
finds the case proved it must award to the 
Inland Revenue the maximum amount. Now in 
the case of neglect or refusal to deliver a return 
at all, it seems clear that the words ‘treble the 
which he ought to be charged’ means the 
whole of the tax. Fortified by the decision in 
Till, the Inland Revenue have always maintained 
that even where the misstatement is of a small 
amount of one of many sources of income, then 
the penalty is to be measured by the total tax 


| AST week saw a most significant decision in 
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taxpayer had refused to make a return at all. 
The Inland Revenue have power to mitigate or 
compromise penalties without any proceedings 
at all and many thousands of people have paid 
‘agreed sums for penalties on the basis that small 
errors in their returns have attracted liability on 
the astronomical scale indicated above. The 
‘unfairness of this interpretation of the law has 
exercised widespread criticism. When the first 
legislative predecessor of Section 25 (3) was 
passed, income tax rates were in pennies rather 
than shillings, and the total penalties in those 
IC.LR. v. Hinchy, The Times, December $rd, 1958. 
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chargeable, exactly in the same way as if the 
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‘Income Tax Penalties 
~ INCORRECT RETURNS 


days were not great. Now at.last a doughty 
champion of the taxpayer has come forward in the 
person of Mr ALBerT Epwin Hincuy. 

The Inland Revenue obtained judgment against 
him for penalty under Section 25 (3). In his 
annual return of 1952 he had stated that his 
income from interest on his Post Office Savings 
Bank account was £18 6s whereas it was in fact 
£51 5s od. The additional tax was £14 5s. Mr 
Hincuy told the Court that he overlooked trans- 
ferring money between his Post Office account and 
non-taxable National Savings Certificates. He 
had not knowingly made the mistake in the 
return. In the action tle Inland Revenue had 
claimed £438 14s 6d, made up of {20 and 
treble the whole tax which he ought to have been 
charged for the year. The mistake was discovered 
as a result of the Bank being required to make a 
return of interest credited to customers, and.an 
additional assessment was made of £14 5s tax. 

Mr Justice Drock said that he found Section 
25 (3) very difficult to construe, and gathered that 
he was not the only one since the two standard 
textbooks on income tax expressed diametrically 
opposed views on the quantum of the penalty 
under it. If the Inland Revenue were right, a 
person liable for £20,000 tax and surtax was 
liable to a penalty of £60,020 if he made a mistake 
by understating his income by £1, or by over- 
stating it. If that was-what Parliament meant by 
Section 25 (3) his lordship had to apply it; but 
the consequences might be absurd and unjust 
and if there was some other construction which 
led to a result less absurd and unjust he ought to 
adopt it. While the phraseology of the Act was 
by no means uniform, Part II appeared to use the 
word ‘chargeable’ for tax before the liability was 
quantified. It appeared to call it ‘charged’ only 
when an assessment had been made. The present 
proceedings had been brought after the defend- 
ant had been charged with all the tax for which he 
was liable. There was therefore no tax, at the 
commencement of the proceedings, with which 
‘he ought to be charged under this Act’. On this 
construction, the Inland Revenue could recover 
£20 only and he gave judgment for that amount. 
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Personal Loans and Interest Rates 


The introduction of personal loans and the banks’ association with hire-purchase 

_ finance houses has brought to the fore a method of quoting interest charges quite 
different from that hitherto used by the majority of banks; it is the object of this 
article to analyse the new method from the traditional point of view. . 


OST bank ee are charged i interest 

N at ‘x per ceħt over Bank rate’, it being 
.understood: that the interest will be 

applied half-yearly in June and December and 
calculated at. the agreed rate on day-to-day 


balances. The result of ‘half-yearly rests’ is to 
increase the effective, as distinct from the nominal, 


‘rate of interest by a small fraction; thus 5 per 


cent interest on a loan of {100 with half-yearly 
rests amounts to £5 1§ 3d, making the effective 
rate 54 per®cent simple interest for one year. 


Difference between Simple and Compound 
Interest 


The difference between simple and compound 


interest is fundamental; the former being the 
amount of interest earned on the assumption 
that interest is paid on the principal only, whereas 
compound interest arises when the interest earned 
after a given interval is added to the principal and 


itself earns interest for the remainder of the life , 


of the loan, and so on at each succeeding interval 
until the loan is repaid. 

Hitherto compound interest has been the general 
rule in banking. It is clear that, with high rates 


.of interest and long-term loans, the difference 


between simple and compound interest can be 
very great; for example, a loan of {100 at 5 per 
cent simple interest will earn {100 in twenty 


‘years, according to the. formula: 


Principal x rate x number of years 
100 


* At 5 per cent compound interest, however, the 
interest on £100 at the end of twenty years is 
£165 6s 7d or, with half-yearly rests £168 10s 1d, 


the formula here is P£ A.T. when P is the 
roo 


principal, r the rate of interest and z the number 
of years). The amount of interest (J) paid by the 
borrower therefore depends on three factors: 
(1) the size of the loan {P}; (2) the rate of interest 
(r): and (3) the duration of the loan (n). 

~ tis the custom of firms selling on hire-purchase 
to quote a nominal rate of x per cent per annum 


Interest = 


by E. K. LANDLESS, B.Sc.(Econ). 


and to add the interest at this rate to the price of 
the goods purchased to give the total cost; this 
amount is then divided by the number of instal- 





ments to be paid to give the appropriate instal- 


ment. Interest charged on personal loans by the 
banks follows this system. 

The new method of quoting interest charges on 
personal loans, generally, is € per cent per annum 
for the duration of the loan calculated on the 
original loan, and limited to terms of six, twelve;~ 


eighteen or twenty-four months. This is, in fact, 


interest at 5 per cent per annum on the loan 
calculated by the simple interest formula given 
above. This type of calculation, however, is 
strictly applicable only when the loan is repaid in 
a lump sum at the date of expiry, whereas the 
personal loan, as we have seen, is repaid by equal 
monthly instalments. 

The instalment on z deeg loan of £100 for 





GER 15s od but as 


the loan is being GEN by equal monthly 
instalments, it is clearly being repaid at a different 
rate of interest than if it were repaid by a lump 
sum, Although in practice the £5 is added to the 
£100 immediately, this process is merely a 
device to determine the amount of the instalment. 


one year would be: GE 


Nominal and Effective Rates 


The difference between the naminal rate of 
5 per cent and the effective or ‘true’ rate arises 
from the fact that the amount of the foan out- 


‘standing is reduced as each monthly. instalment 


is paid. From this it follows that although the 
instalments are all equal, they contain varying 
proportions of interest and capital repayment. 
Reflection will show that the first instalment 
consists of one month’s interest on the whole 
loan, and the rest of the instalment is used in 
reduction of the principal; the last instalment, 
by contrast, will consist of a relatively small- 
interest charge and a correspondingly large 
proportion of capital repayment. 

The analysis of each instalment into the varying 
capital and interest elements is, in fact, an actuarial 
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problem in the nature of loan repayment by an- 
nuities. It may seem somewhat pedantic to carry 
out this analysis into interest and capital instead of 
taking the rule of thumb method of equal division 
of each instalment: (e.g. if £100 is paid off by twelve 
instalments of £8 15s od, then each instalment 


consists of ares (£8 6s 8d) capital and SS (8s 4d) 


interest, a happy mnemonic being that the 
interest is ‘one penny per pound per month’). 

There are, however, two or three reasons of 
both theoretical and practical importance for this 
somewhat arid numerical exercise. They are 
(1) the need to be able to tell the borrower 
exactly how much of his loan is outstanding at a 
given time; (2) the rebate allowance to be made if 
a loan is paid off before maturity; (3) a bank’s 
requirement to bring into its yearly profit and 
loss account that amount of interest actually 
earned during the year. The calculation of the 
amount of interest paid by the borrower during 
the fiscal year for purposes of tax relief will be 
facilitated by this process. Io most personal loan 
agreements, however, there is a clause extin- 
guishing the debt on the death of the borrower. 
This, it may be argued, is in the nature of insur- 
ance cover and although it can form only a small 
part of the bank charge, tax relief may only be 
allowable on the purely interest element in the 
charge. 

The mathematical problem is to convert the 
5 per cent per annum simple interest on the full 
amount of the loan to an equivalent rate of interest 
_ on a decreasing balance. Annuity tables exist for 

"rapid calculation of instalments on the ‘decreasing: 
balance’ at given rates of interest, but as, in the 
present case, the rate is not given in the form 
required, an estimate has to be made from the 
known figures. A widely quoted formula for 
estimating the ‘true rate’ is: 

Quoted charge x 2 X number of instalments 

" Number of instalments plus 1 





which for six months (minimum period) is 
82 per cent, and for twenty-four months (maxi- 
mum period) is 92 per cent. These results are only 
approximate however, and are derived from the 
assumption that each month sees the capital 
reduced by a constant amount. It is supposed that, 
for a twelve months’ loan, 4th of the capital is 
paid off each month and on this basis the average 
i it e 

size of the loan will be BTE ie, —3-, 

: 12 12X2 
GE 


which can be generalized into the form oA 
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e 
From this it is shown that if £5 interest is paid 


E: i 
on an average sum of- X £100, the effective 


sx” per cent where ‘n’ is the number 
n+1 °*. 
of instalments. : 

This is only approximately correct, since each 
repayment of capital after the first is slightly 
greater than the preceding one. (In mathematical 
parlance, the reductions increase in geometrical 
rather than arithmetic progression, although the 
common ratio is very little more than unity.) 
It does emerge, however, that the ‘true’ rate is 
approximately g per cent pe» annum, and 
lower for shorter than longer terms, because the 
principal is being repaid more rapidly. Since 
9 per cent per annum corresponds to # per cent 
per month, it is possible to use # per cent annuity 
tables for first approximations in the analysis of, 
each instalment into its eomponent, parts. Closer: 
approximations can be made in constructing a 
schedule of repayments of the annuity type and 
may be taken as varying from about 8} per cent 
for six months to approximately d per cent for 
twenty-four months. 

An abridged schedule for six months is given 
by way of example: í 





rate is 


No.of Principal Principal Interest 

instalment outstanding repaid Jor month 
Ié 1000000 *163732 ` op2totf 
2 836267 ` 164895 005938 - 
3 671372 *166066, 004767 
4 505306 *167245 ` 003588 
5 *338061 168433 "002401 
6 *169628 *169629 = "001205 
Total I*000000 — -025000 ‘ 





*-coyIoI per month=-085212 per annum, say, 
£8 tor gd per cent approx, i 


Similar schedules for other periods can readily 
be prepared when the ‘true’ rate has been 
ascertained. 

The recent removal of controls over hire- 
purchase has led to greater flexibility in the fixing 
of hire-purchase rates of interest, initial deposits 
and duration of contracts, etc. It should also be 
emphasized that there are important differences 
between personal loans and hire-purchase agree- 
ments so that too much should not be made of 
competition between the two; but on the whole, 
it is perhaps fair to say that personal loans are 
likely to appeal to a class of borrower who would 
not normally undertake the old style of trans- 
action euphemistically called the ‘never never’. 
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Management Control 


ANNUAL SURVEY OF CONTROL STRUCTURE 


CONTRIBUTED 


to assist the managing director to control — 
the management of a business from the 
evidence offered by the movement of the figures 
in the books of accougt, the end of the financial 
year is always a busy period, involving not only 
the renewal of at least a portion ef the working 
ocuments, buts also the important annual 
survey of the general layout and effectiveness 
of the control structure. 

As far as the documents are concerned, it is 
just a straightforward preparation for the coming 
twelve months. After monthly accounts became 
thee rule rather than the exception in industry 
and commerce, it came to be recognized that 
these figures provided a safe and effective founda- 
tion for the management of the business. But 
to read the stGry that the sales records and the 
sequence of monthly balance sheets and profit 
and loss accounts offer to the intelligent manager, 
it is necessary to create a ‘central register’ in 
which the three sets of key figures can be entered 
up month by month as they are issued at the 
conclusion of the period, by the sales office and 
the accounts department. 


| Me those who endeavour to control — or 


Control Documents 
Management is always based upon comparison, 
and comparison is very considerably simplified 
when the monthly figures are aligned side by side 
or one below the other as they appear. The 
documents which may be used for this recording 
work are of three types, known as comparison, 
working and trend sheets. The comparison 
sheet has fourteen columns, and is 13 in. high 
and 144 in. wide, folding to 8 in.; the first 
column is for any carry-forward, the next eleven 
fot the current months, and the last two for 
interim and final figures at the close of the year. 
Ruled for typewriter spacing and taking sixty- 
eight items below the headings, these comparison 
sheets have many uses: balance sheets, current 
and cumulative profit and loss accounts, factory 
production results, and so on; each monthly 
result is entered as it comes in, and the compara- 
tive movement of the recorded items builds 
itself up across the page. 

Moving annual totals obtained by adding the 
new month’s result and subtracting the correspond- 


ing old month are frequently used in watching the 
course of affairs; the working sheet emerged 
owing to the fact that when at the end of the year the 
cumulative figure did not correspond with the mov- 
ing annual total — as not infrequently happens if the 
monthly calculations had been done on scraps of 
paper subsequently destroyed — finding the error 
meant reworking the whole sequence of months. 
Where a composite moving annual total, made up 
of a number of individual moving annual totals, 
was concerned, this might be quite a lengthy 
business. For each of these totals, therefore, a 
working sheet is used, and the simple calculations 
necessary remain permanently on record. 

Trend sheets are used for entering up the 
current, cumulative, and moving annual totals 
of any item. They may be of three types: (a) single, 
for one item; (b) double, for two items, with 
percentage columns alongside, for such records 
as sales turnover, final profit and final profit 
percentage; and (c) adjustment, where records 
have to be kept, for instance, of gross sales, 
credits and returns and net sales. 

Working sheets are designed to take three 
years’ results, and trend sheets four years, so that 


‘when the end of a year is reached it may be 


found that these carry on; but the comparison 
sheets will naturallv all have to be renewed, and 
here a check should be made to ensure that the 
existing layout is satisfactory from every point 
of view. 

Chart cards and sheets usually run for two 
years. When, therefore, the end of the second 
year is reached, all frames have to be redrawn on 
new stock, and this, if the control panel is an 
extensive one, may be quite a task. But afl this is 
merely clerical work and can be done at any time 
as the end of the year approaches. 


Annual Survey 
The annual survey of the general layout of 
the control structure is a much more important 
affair, since it has to be done at three levels to 
meet the requirements of (a) the foremen or 
superintendents, (6) the departmental managers, 
and (c) the managing director. The whole 
objective of a management control structure is 


to facilitate the increase of production and the. 


reduction of expense, and with this end in view 
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to provide those in authority at the different 
levels with reliable records of that production 
and that expense, from which they can try to 
control what goes on, instead of leaving it to 
control itself. 

Allocation of expense seldom presents much 
difficulty as long as authority limits are well 
defined. The assessment of production is not so 
easy, although much more care is given nowadays 
to the efficiency of the ‘indirect’ services without 
which the company could not function. Each 
departmental chief should have his own yard- 
sticks for measuring this efficiency, and it is 
important that these yardsticks should be as 
few as possible and of a nature which allows 
‘something to be done about it’. 

When we come to the managing director’s 
control structure, we move from functional into 
general management, and the problem then is to 
pick out from the vast range of possible informa- 
tion obtainable from the permutation and com- 
bination of figures from the balance sheet, the 
profit and loss account, and the sales records, 
the minimum (not the maximum) number of 
items which will provide the managing director 
with all he ought to know. 

This is where the annual survey comes in as 
the affairs of a business are always on the move, 
like boiling water in a kettle, and a situation 
which did not exist at the beginning of the year 
may have reared an ugly head towards the end. 
Conversely, a situation which required careful 
watching twelve months earlier may have righted 
itself, and the charts or schedules by which it 
"oa kept under observation can be scrapped. 


The Figures 


In every business there is a central core of 
permanent control statistics which carries on 
unaltered year after year- monthly records of 
orders received and outstanding sales turnover, 
gross and net profit with their percentages, output 
of physical units and cost per unit (where the 
product is of a nature which allows this) — these 
and often others are kept in every business 
nowadays. One might say they live in the bulls- 
eye of the control target, and are direct primary 
figures taken straight from the books of account 
or the production or sales records. But there are 
many more ‘derived’ figures, which might be 
said to live in the inner, magpie, or outer of the 
control target, according to the conditions under 
which the business is running at the moment, 
and many of -these provide information of 
considerable value, whether fot establishing 
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efficiency or as indicators of increasing or de~ 
creasing security. ` 

For instance, one figure which certainly 
deserves its place in the ‘inner’ would be the 
turnover of total capital employed. This is found’ 
by dividing the figure at the foot of the assets 
column of the balance sheet into the moving 
annual total of the sales turnover, and indicates 
the number of times that the money in the 
business is turning over in the course of the 
year. If a company whigh makes 5 per cent 
profit on its sales can turn its money over twice 
a year it will make ro per cent on the total capital 
employed, and obviously theemore often that 
capital can be turned over the more profit will 
result. The turnover of the total capital employed 
should, therefore, be watched from month to 
month, since for it to slow down is an unfavour~- 
able indication. 

The slowing down may be due to a fall in-the 
turnover with the same assets employed, or a 
rise in the assets employed with the same turn- 
over, and either condition would require looking 
into. Behind any movement of figures there is 
always a reason, and in management control 
the manager has to be perpetually asking ‘Why?’ 
If the turnover is falling, the reason for this must 
be found and an effort made to stimulate it once 
more; alternatively, if the offending item cannot 
be developed again other items must be pressed 
to take its place. 

If it is the assets which are increasing, where 
is the increase to be found? Is it a rise in the 
work in progress, or an increase in the finished 
goods stock or in the debtors, or what? In any 
case it is money coming to anchor instead of 
keeping on the move, and good management 
requires that this should be remedied. In fact, 
in this one simple figure of turnover of total 
capital employed, the stimulant for quite drastic 
action can sometimes be found. 


Development of Management Control: 


All sciences slowly develop their coverage through 
analytical study, and in the science of manage- 
ment one of the most recent developments is the 
recognition that control has in fact a field of its 
own. That this recognition should have come 
so late in the day is probably due to the fact 
that it needed the close collaboration of industrial 
accountants and managers, and both sides have 
been slow to realize this. The increase of interest 
in management accounting in recent years has 
begun to provide the remedy. But management 


224 
` 
accounting only prepares and presents the figures 
for the use of the management controller who, 
in turn, has to prepare the recommendations, 
based on those figures, for the use of the execu- 
tive managers at the three levels, in order that 
the efficiency and security of the business can 
be constantly strengthened. . 
In smaller concerns the accountant may well 
be called upon to act ag management controller, 
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using his own figures prepared on management 
accounting lines. Hence the need for him to 
have an expert understanding of the significance 
of the changes in the figures and an intimate 
knowledge of the business, so that he can give 
that advice which the managing director has the 
right to expect from him in these days. It is for 
this reason that an annual survey of the control 
layout is of such importance to him. 


~ North ‘American Commentary -XCV 
*. Current-Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(Canada), 
Professor of Accounting, McGill University, Montreal 


The Fournal of Accountancy, 
New York, August 

ce Changed Views on 

Deferred Tax Accounting 

“YNHE reversal of position by the American 

. | Institutes committee on accounting pro- 

Cedure dg its revised Accounting Research 
Bulletin 44 is the subject of an editorial. The 
bulletin now states that ‘accounting recognition 
should be given to deferred income taxes if the 
amounts are material’, where declining balance 
depreciation is claimed for tax purposes but 
another appropriate method is used in the 
financial accounts. The only exception envisaged 
is in the case of certain rate-regulated companies. 

‘The new position approaches that of the 
Canadian Institute in its much disputed Bulletin 
Io. An alternative provision of the United States 
bulletin says that, where the deferrment is likely 
to be for a long or indefinite period, the tax effect 
may be recognized as additional amortization or 
depreciation in view of the loss of future deducti- 
bility for income tax purposes. The editorial 
comments that accounting is a pragmatic art and 
that it is not always possible to be sure in advance 
what accounting methods will prove most useful 
in solving new problems. 
: It is strange how consistently, while references 
as in the revised bulletin are made to the ‘long 
history of use in England’ of the declining 
balance method of depreciation, the fact of its 
abandonment by Britain years ago as the ‘lazy 
accountant’s friend’, is not mentioned. The 
revised bulletin states that the declining balance 
method meets the requirements of being ‘system- 
atic and rational’ and that in some cases it ‘may 
well provide the most satisfactory allocation of 
cost’. , : 


The Detection of Fraud 


Mr Keith W.. Dunn, c.P.A., member of the - 


American Institute’s committee on accounting 
procedure, is convinced that confusion to the 
point of chaos, as to the auditor’s responsibility 
for detection of fraud, exists in the minds not 
only of the public but also of management, the 
Courts and even practitioners themselves. He 
thinks a practitioner may be faced with the 
dilemma of either giving his opinion without 
making any special tests for fraud, leaving himself 
open to a possible legal liability, or insisting on 
doing and charging’ for work not wanted by his 
client and considered unnecessary by many prac- 
titioners. The essential point, he says, is whether 
or not it is necessary, where internal check is 


inadequate, to test for such things as missing cash, 


sales numbers and payroll padding. 

Examining case studies published by the 
American Institute, Mr Dunn finds that, in 
general, where internal check is at all deficient, 
much test checking is done, apparently solely to 
detect fraud. He would have these case studies 
revised in line with the following steps which he 
recommends for the accounting profession: 

(1) It should be agreed that the implications of 
the accountant’s opinion should be limited 
to the fair presentation of the balance sheet 
and the net results of operations and 
changes in equity, and auditors should 
restrict their examinations accordingly un- 
less requested by the client to go further. 

(2) The American Institute’s publications 
should make this limitation crystal clear, and 
serious consideraticn should be given to 
revising the standard short form of opinion 
to cover only the balance sheet and changes 
in surphts. : 
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The Controller, 
New York, August 


Inventory. Management 


Nearly 30 per cent of the working capital of the 
average United States business is said to be tied 
up in inventories, the management of which is 
still an unsolved problem for many companies. 
A survey over several years by The National 
Industrial Conference Board, with replies from 
over one hundred firms, is said to reveal manage- 
ment’s general dissatisfaction and that there is a 
lack of guiding principles for day-to-day inven- 
tory decisions by executives. Few companies see 
inventories in a positive light in the search for 
increased profits rather than the mere avoidance 
of losses. 


The present tight money conditions, however, 
and the embarrassments of recurrent. “extreme 
inventory imbalances are said to be rousing 
managements to a new interest in establishing 
standards of performance to measure adherence 
to inventory objectives. . 


Electronics in Business = 


Mr John Diebold, president of John Diebold and 
Associates, Inc, speaking of the results of a survey 
of 3,500 companies, says that 47 per cent of the 
large computer users reported very little savings 
in clerical costs, and the same applied to 58 per 
cent.of medium-sized and.65 per cent of small- 
scaled computer owners. 72 per cent showed a 
-~ monthly saving of less than $5,000 to amortize 
‘conversion and installation costs and provide 
profit. But 35 per cent of the large computer 
owners reported savings in clerical costs of over 


$50,000 per month. The survey is said to indicate: ` 


widespread underestimation by management as 
to costs, Ee of planning ; and control. 


Large-scale Electronics 


It is reported that the Republic Steel Corporation 
is using a $1,000,000 electronic order processing 
system. A nation-wide network of tele-typewriters 
links the basic steel plants, key fabricating plants 
and district sales offices with the general offices in 
Cleveland. The teletype machines have special 
keyboards for duplication of mill order forms, 
shipping schedules, control records and invoices, 
operated by electrically-punched tape. A mill 
order form in full detail can now reach a mill on 
the date of receipt at the sales office, where 
previously the delay was as much os a week. 
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ants), New York, August 

Director Marginal Costing 
Professor Robert B. Wetnight, head of the 
Accounting Department at Western Michigan 
University, tests marginal or direct costing by its 
effect in deferring costs to future periods. Apart 
from cash and near cash items, he sees the pur- 
pose of carrying items in the balance sheet as 
providing a resting place for them until they ean * 
be transferred: to the ‘ineome statement. In the 
case of equipment, the capitalization stores: costs 
until they can be transferred as depreciatign. 
Similarly, the main purpose "Of accounting for 
inventories is to hold incurred costs until they can. 
properly be transferred against sales. 

From this point of view of future benefit, 
Professor Wetnight sees marginal costing as the 
proper method, for it excludes fixed. costs from 
which no future benéfit will eme since” the 
future period will have its own fixed costs. In- an 
era of emphasis on the income statement he 
concludes that direct or marginal ous is. the 
logical method. "` Si 


The Canadian Chartered Accountant 
Toronto, August 
Trends in Audit Practice 


Where formerly there would be extensive tests 
of several months’ ‘transactions, Mr St Elmo. V; 
Smith, c.a., contrasts in, today’s medium-sized 
and large audits the limited tests of detailed 
transactions selected within one. month. It is a 
case not so much of economic necessity, he: ‘says, 
as of the increase in size of the client’s accounting 
staff and the improvement of internal .control. 
Mr.Smith signalizes the confirmation of accounts 
receivable and observation or test-checking of 
inventories as two audit procedures not pre- 
scribed in Canada but gaining an ever increasing 
acceptance in practice. De thinks ‘it likely that the 
Canadian Institute’s Research Committee will, 
in due course, recommend them as procedures to 
be carried out in all examinations, 

Another trend of recent years, says Mr Smith, 
has been the shifting of audit work from the 
year-end date to interim periods. In regard -to 
electronic data-processing records, he says thé 
auditor will need to know what controls are 
available within the computer and that none has 
been deleted without good reason. He will need 
to have some degree of technical training but not 
a detailed knowledge of the equipment, and he 
will have to review the division of duties and. 
segregation of authority in the service centre. 
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The Problems of Inflation 


* RESPONSIBILITIES OF MANAGEMENT 
by SIR HAROLD HOWITT, G.B.E., D.S.O., M.C., D.L., F.C.A. 


The substance of the opening address given on November 26th, 1958, at the National Conference e 
of the British Institute of Management. 


challenge facing industry today is lack of demand. 

If, however, I were asked to say what I thought 
wë the chief challenge that management is facing 
in the future, I should specify ‘inflation’ — with all 
its collateral problems both at home and abroad and 
its repercussions in different ways on the different 
sections of the community. I am 
not going to attempt to define 
inflation as I have learned lately 
that even its denition is cofitro- 
versial. I will assume that in a 
gathering of this sort we all know 
what it means. 

We have first ef all to make up 
our minds whether or not we 
deplore inflation. There are some 
who avowedly welcome it as a 
means of benefiting those with 
adjustable incomes as compared 
with those living on fixed in- 
comes in various forms. There 
are those who, not going as far 
as this, think a little inflation is 
good for morale on the principle, 
I suppose, of the old music-hall 
song which ran ‘A little of what 
you fancy does you good’. There 
are those who think it is a good 
way, whether reputable or not, of 
reducing the load of debt as some 
competing countries have found. 
Finally, there is the view that it has been with us 
since William the Conqueror and always will be, so 
why bother. 

Personally I take the view, rightly or wrongly, that 
inflation is an evil thing; that so-called creeping 
inflation, with its cumulative effects, may soon be- 
come galloping inflation and will get out of hand; and 
that it is wrong to think inflation of the present order 
has ever been with us before. Further, I take the 
view that with certain factors helping us at the 
present time, e.g. the drop in import prices, the 
slackening of wage increases and the decline in profits, 
we have a golden opportunity just now not only to 
scotch, but even to kill the disease, and that if we 
do not seize this opportunity we shall only have 
ourselves to blame. We shall be committing ourselves 
and our successors to the hopeless prospect of chasing 
our own tails and eventually ending in disaster. 


[ese no doubt that many consider that the chief 
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And first let us kill this bogy that inflation, as we 
know it today, is something that has happened 
before. It is no such thing, at any rate over the last 
century. In fact retail prices from 1850 till the 
beginning of the First World War were fairly stable — 
they were no higher in 1914 than they had been 
sixty-four years earlier. Admittedly, they then more 
than doubled themselves in that 
war, but afterwards they fell, 
and at the beginning of the 
Second World War they were 
little more than 50 per cent up 
on 1914 or 1850. They again 
rose sharply in the Second 
World War to a point almost in 
line with that reached after the 
first war, but instead of then 
beginning to decline again, they 
continued their steep increase 
with the result that they are 
today nearly four times the 1914 
level. With such a picture com- 
placency is impossible. We either 
mean what we say when we 
deplore inflation, or we do not. 
It is no use paying lip service to 
the desirability of killing it 
whilst there seems to be a 
chance of doing so, unless we 
are prepared to take the medi- 
cine that is involved in the 
process. It is no use putting all 
the blame for the present state of affairs on one or 
other section of the community or expecting it to 
take all the medicine. All must exercise restrasnt. 

I am not suggesting that we can bring prices down 
to the level at which they stood before the inflation 
of recent years for it has no doubt in large measure 
become built-in to the economy of this and of other 
nations, and indeed the policy of other nations in 
this regard will continue to have a bearing on our 
own. I am not even suggesting that we can stop our 
own inflation at once, but I do think that unless our 
genuine aim is to get rid of it altogether, we shall 
get nowhere. We shall undermine our efforts if we 
let ourselves think that whatever we do, it will 
continue. 

I do not propose — nor am I competent — to enter 
into the details of the controversy as to whether the 
crisis of a year afo was due to what is called demand- 
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pull or cost-push, a controversy which has been 
irreverently referred to as ‘Push me- Pull yow. 
There is, I am sure, no doubt that both forces react 
upon each other and grow by what they feed on. 
I shall only deal with them and related subjects so 
far as may seem necessary for the purposes of this 
address. 
Excess demand — often colloquially referred to as 
‘too much, money chasing too few goods’ — can be 
created in many ways, and since so much of our 
total expenditure, both on revenue and on capital 
account, is now controlled by the Government, a 
major responsibility for keeping the economy in 
reasonable balance rests with it. When I was a boy 
the chief requirement of the annual budget was to 
find the money for the current departmental require- 


ments of the Government. I used till recently to- 


think there would be some point in having a Budget — 
even a supplementary one — on a commercial income 
and expenditure basis with perhaps a balance sheet, 
even if limited to outstanding indebtednesses., But 


` when it is realized that one of the most important 


functions of the Budget nowadays is in relation to the 
amount of demand it stimulates one is bound, how- 
ever regretfully, to agree that for this purpose cash 
accounting — except for the trading departments — is 
the only practical system, and that there is not much 
point in differentiating too technically between 
capital and revenue expenditure. 

In many other directions also we have departed 
from strict principles in the national economy. 
Businesses in difficulties are supported by various 
devices, and individuals are supported throughout 
life more by reference to what is considered to be 
their needs than by whether the economy as a whole 
is being overstrained by catering for them. In short, 
man-made policies, generally political, control, bolster 
up or tax a high complicated financial structure until 


Yit becomes well-nigh impossible to judge by internal 


į 


indices whether or not we are paying our way. This 
is all the more complicated for a nation such as ours, 
so largely dependent on external trade and with so 
many overseas responsibilities. 

I only mention these things in order to emphasize 
that in such circumstances it is healthy, however 
humiliating, to have an independent view from out- 
side as to whether our economy is sound — and that 
test is provided by the value of the £ abroad. It does 
not seem to me a complete answer to say that the 
troubles of last autumn were due to foreign specu- 
lators. Those individuals were at any rate taking a 
view about our stability, and standing to lose if they 
were wrong. The internal value of our currency, as 
reflected in current price levels, is directly associated 
with the value of the £ abroad. : 

It must, however, be clear that financial measure 
such as those adopted by the Government to meet 
last autumn’s crisis cannot by themselves be com- 
pletely effective, however helpful they may be. It 
would be strange and unrealistic if they could. They 
can only move with and help the tempo of the time. 
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They cannot go completely against the stream. 
Essentially, the country must help itself and that is 
where management has a vital responsibility. 


P The Industrial Structure 


It is customary to think of the industrial community 
as divided into two camps, the employers and the 
employed. This is not, of, course, a true picture for 
many other interests are involved, including the ` 
State, which by taxation and other powers is mow 
the major partner. Further,he very terms ‘employer’ 
and ‘employed’ need considerable analysis. I am not 
at the moment concerned with these matters. I am 
concerned with management which plays a central 
role and is largely responsible for trying to hold the 
balance fairly. 

We have progressed a long way in this country 
from the laws of the jungle, and of the survival of the 
fittest. We must accept these changes as facts, 
whether we regard them as a means towards efficiency 
or as an overhead expense. A majoreproblem of the 
day is to reconcile the desire to be human in these 
matters with the other human desire to get as much 
2s one reasonably can. On both sides of industry this 
latter incentive must be present, arf in what I say 
hereafter I must not be taken as Weakening on this 
fundamental right. The difficulty is to determine 
what is ‘reasonable’ and in this decision, to pay due 
regard to future as well as to immediate consequences, 

Let us now look at some of the underlying prob- 
lems in more detail. 


Wages and Labour Relationships 


This is probably the most delicate ~the most in- 
flamatory — of all issues. I take it that at a conference 
of this sort, one may assume that politics, as such, is 
not in the mind of any one of us, unless it be held 
that everything which affects the pocket of the 
individual or the prices he pays, has a political 
bearing, and can only be discussed on party lines. I 
Co not hold this view. 

There are certain fundamental issues which must 

be frankly faced: 

(a) Again I put first the issue of inflation. Do we 
genuinely want wages to be ‘real’ or to be paid 
out in an ever-depreciating currency? There 
can be no harm in wage increases if they ke&p 
within the increase in productivity for then . 
prices (in the last resort the cost of living) can 
remain stable and the increase in wages will 
have been real. It is no use putting the emphasis 
the other way round that wages should rise 
with prices—for that may perpetuate the 
disease. Reasonableness must therefore have 
regard to the effect of wages on costs, as the 
major factor in prices, and management must 
be prepared to give a fair and considered view 
on this issue after having satisfied itself that 
all possible efficiencies have been attained. 

(b) The problem is,however, more complicated than 


` this because it cannot be resolved industry by 
industry, or plant by plant, without paying some 
regard to the national picture as a whole. At 
this stage the other two factors — profitability 
and productivity — come up for consideration. 
These issues must to a large extent be viewed 
- nationally for, to take extreme cases, it is idle 
= ~to think,’ on the one hand, that wages in. an 
> -unprofitable industry should be reduced till 
“profits are shown, or, on. the other, that in 
< indústries of high productivity that factor alone 
`= should be parameunt. One of the major 
difficulties is to decide the relative amount of 
weight to give to the individual circumstances 
-- of the. industwy concerned and to the national 
~~ average. Io so: far as. management can help to 
resolve these disputes, it is desirable that you 
` should have’ at least a working knowledge of 
the-national picture as well as a detailed one of 
your. own section of it. In the last resort, how- 
ever, this may be an arbitrator’s responsibility. 
These thaughts lead dhe inevitably to considera- 
` tion as to whether some broad tram-lines could 
be laid. down to indicate the margins within 
` which individual settlements: could be made 
‘+ + without ifhperilling the national. whole. They 
1 > lead also*fo the thought ae o whether some 
. ` improvement could not be made in the general 
machinery of negotiation. Suggestions on both 
- ‘these issues have been put forward from time 
" : to time-and I cannot but think they are worth 
careful study. , 
(d) The settling of reasonable wage rates is not the 
end. of the story so far as management is con- 
.cerned. In times of high demand increases in 
. earnings may increase faster than increases in 
_.wage rates (drift as it is called), and in times of 
-low demand labour may be hoarded. These 
matters are upsetting influences and are another 
challenge to management. 


Tt. would be unrealistic to leave the subject of 
wages without some reference to unemployment. . It 
should not be necessary to state ~ but I will — that 
unemployment, in itself, is an evil thing, and perhaps 
those. of.us who have never suffered it may be allowed 
to say.so. Except so far as necessary for transitional 
purposes it represents,to the nation a loss of human 
effort, and to the individual it must normally mean 
anxiety and privation. 

-It may be that in a perfect world where all demands, 
not only of labour, were reasonable, there would be 
no need for anything more than transitional unem- 
ployment — though even this may increase as inven- 
tion and efficiency increase. But we are not perfect, 
and the major challenge on this issue seems to me to 
-be: whether we wish to live our lives alternating be- 
tween violent boom and slump, or whether by 
reasoned control of demand by the Government 
(through its financial and other “means) and by the 
individual, we wish to aim at living on‘ an even keel. 
As in most major issues the ideal is no doubt between 
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the two extremes. It must surely be true that excess 
demand tends to increase incomes — both wages and 
profits — and if not. offset by increase in productivity, 
to put up prices. 


Profits and Prices 


Here again, whether we like it or not, and whether 


or not we think we are undermining the cardinal 


virtue of incentive, the test-of reasonableness in - 


both profits and prices-is coming to be required. 

Profits of late years have been high. In the indus- 
trial field as a whole, their total (after. depreciation) 
from r950 to 1956 has been substantial compared 
with wages ‘and salaries — about one-third as much — 
and as both elements are covered in the price of 
goods and Services sold, they are a material factor 
in those prices and must bear their share of responsi- 
bility for inflation. It may well be, indeed I think it 
is so, that inflation is itself largely to blame, for ‘it 
induces high costs, high demand, and high profits; 
and without those high profits industry could not 
raise the funds necessary for development, let alone 
for reinstatement of assets at rising replacement 
costs. 

Another ‘challenge of change’ therefore that must 
nowadays be faced is in the matter of prices and of 
profits. Prices were largely: controlled during the 
war, and though this only applies now to a small 
though important number of products there.is in 
evidence in some cases a voluntary desire towards 
reduction of prices. This is a very healthy sign, 
whether or not it is due to enlightened self-interest, 
and it isa welcome contribution to the fight against 
inflation. There is, of course, a limit beyond which 
exhortation cannot, and cannot be expected to have 
effect. But at this crucial moment when there is a 
chance of killing inflation, it is to be hoped that 


ad 


border-line decisions as to whether it would pay ro. — 


keep prices. down, will tend in that direction. If. 
prices as a whole are to be kept stable, and if some 
prices tise, as they must, other prices must come 
down. 

Decisions on prices naturally have their bearing, 
immediate or longer term, on profits and the measure 
of these is coming to be tested in®various ways. 
Businesses in their annual accounts, whilst gaturally 
emphasizing their profitability, are tending to justify 
their profits by various tests of which three may be 
mentioned: (a) disclosure of the amount of sales; (6) 
return on capital employed; (c) pictorial presentation. 


Disclosure of the amount of sales 
This has been normal practice in America for some 
time but in this country it has been, and in many 
cases still is, resisted. Can management truly say 
that the giving of this information, except perhaps i im 
a few special cases, is detrimental in that it gives away 
vital information to competitors? 

We are all aware of the shortcomings of the turri- 
over figure as a measuring rod for testing profits or 
for other purpbses. These arise in many- directions 
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such as the differences in margins on home and export 
sales, on a variegated line of products, on semi- 
processed work and on long-term contracts. For such 
reasons also comparisons of margins as between 
companies with differing cross-sections of activities 
and of products may be misleading. Still, the informa- 
tion may be of use and particularly for comparisons 
as between different years of the same concern. 


e 

Return on capital employed 

This is a subject in itself and I cannot hope to do 
more than touch on it. I welcome the attempts that 
are being made by some companies to work out an 
appropriate technique. It involves the question as to 
whether balance sheet values of assets or their 
current value should be adopted and it involves the 
thorny question of depreciation. It is at least clear 
that so far as possible the principles of compilation 
of the net asset structure and of the profit figure 
should be comparable, so that if the assets are written 
up to current values, the depreciation charge must 
‘follow suit for the purpose of the calculation. 

I don’t think it is fully realized at today’s rates 
of direct taxation and inflation how high a return on 
capital has to be earned by an industrial concern. 
Income and profits taxes take 524 per cent of the 
profits computed on the Inland Revenue basis, i.e. 
after calculating depreciation on historical cost. The 
following table indicates how much is left to a business 
for reserves, for growth and for the provision of the 
excess of replacement over historic cost deprecia- 
tion, at various assumed rates of earnings on net 
assets and at various assumed rates of dividend on 
them: 





Percentage of 
earnings on 








balance sheet { Income! Profits | Dividend Net 
value of net less as profits 
N assets (fixed tax | percentage | re- 
assets less of net assets | tained 
depreciation 
and current 
assets less 
creditors) Gross Net 
D 3 4 5 
(3-4) 
20 OS 4 2°3 72 
20 PN? 6 3°5 Do 
zo? 9'5 8 46 49 
15 7% 4 23 48 
Hi H D 34 3°7 
15 KN? 8 46 2'5 
10 47 4 23 24 
10 47 | 6 34 De 
10 4°7 8 46 r 
Notes. 


(1) The return on net assets would be smaller if current values 
of those assets were taken. 

(2) The dividend would normally show a larger percentage if 
related to the share capital. 

(3) The ploughed-back profits are required to be spent on 

research and development not charged to revenue, on the 

cost of replacement of fixed assets in excess of historical 

depreciation, on financing the increasing cost of current 

assets, on growth—and for retention for general con- 

tingencies. 


“ ae e S 
I must leave individuals to criticize these figures 
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according to their taste. Some may think that certain 
of the returns assumed on capital and certain divi- 
dends are excessive — others may reply that without 
such cover risk capital will not be forthcoming. At 
the moment I will merely comment on the ploughed- 
back profits. 

In so far as spent on any of the purposes specified 
in Note (3), it may be said they benefit all concerned, 
employer and employed and even the public. It 
must be noted, however, that in so far as they repre- 
sent additional capital value to the owner they have 
been found for him by the eustomer in the price of 
goods and services sold and, in some cases, free of 
surtax. Questiens therefore naturally arise as to 
whether growth ought to be provided for him in (ie 
way; as to whether the general reserves he puts aside 
are reasonable; and, even in regard to the replacement 
of his assets as to whether he ought to be protected 
in this way from the ravages of inflation. It is, I 
think, for management to weigh these issues im- 
partially. 

So far as ploughed-back profits eare spent "on 
growth some may even query whether the profit 
motive should be the only deciding factor, or whether 
some control should be exercised over the directions 
in which capital is spent. It is pointe out that such 
control exists in the case of the rationalized and 
certain other industries, and that the Capital Issues 
Committee controls the issue of new money. And it 
is probably true that the ploughed-back profits of 
free enterprise represent a bigger pool of potential 
capital expenditure than any other. It is also no doubt . 
true that in recent years the capital market would 
not have been able to-find the funds necessary for 
maintaining and developing business had it not been 
for ploughed-back profits. I confess I have not 
heard of any satisfactory methods of dealing with 
these problems short of curing inflation and establish- 
ing effective competition. 

On the subject of depreciation it is of interest to 
note from a review made by the Inland Revenue over 
the whole field of companies’ accounts, that annual 
allowances on their historic cost basis (on the assump- 
tion that initial allowances did not exist) amounted 
over recent years to 85 per cent of the comparable 
replacement cost depreciation as computed by the 
Central Statistical Office. I am hoping that this figure 
may some day be broken down for us, industry by 
industry, so as to give another guide to those who 
wish to adopt the latter basis. My profession is often 
blamed for its attitude towards this question but 
there are many sides to it, and once again the real 
remedy is not to curse accounts, but to cure inflation, 


Pictorial presentation 

An attempt to demonstrate basic facts pictorially, 
rather than by dull figures, is found in the tendency 
towards graphs, slicing the cake pictures, etc. These 
are to be encouraged but an essential consideration 
is that they shall be as ‘full and fair’ as the statutory 
accounts themselves are by law required to be. It is 
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so easy, unless restraint is exercised, to give a coloured 
view to such pictures in decisions, for instance, as to 
whether given items of profits, dividends or wages, 
shall be shown grọss or net of tax. 


Efficiency 

I have left till last the field in which management 
can make perhaps its greatest contribution. Equally 
important as the fair division of the cake is the size 
of it, and this involves efficiency in every form, in 
bfying and ip selling, in production and in distribu- 
tion, in recording of ai kinds including nowadays 
computers and electronics. Management is required 
fgr all these specialized lines, but iteis also required 
at a higher level to co-ordinate them, and to keep 
them on the rails. As an example of what I mean, 
the computer itself, with all its potential power of 
help ro management, must be its slave and not its 
master, and must not be allowed to add to the 
avalanche of paper which threatens to submerge us 
all. 

Why is it that in recent Years up to 1957, whilst ex- 
penditure on new capital construction was consider- 
able, the rate of increase in productivity did not respond? 
I am not going to suggest the answer because no doubt 
it is very complex and controversial, but we cannot 
surely be complacent when we see that annual percent- 
age increases in productivity over the whole economy 
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have been as follows: post-war average 1948-55 — 
22 per cent; 1956-3 per cent; 1957- 1} per cent; 
1958 (first half-year)—o per cent. I am aware of 
course that some industries by themselves show 
much better results, that all are affected by low 
demand, and that national figures cover many occu- 
pations which do not have scope for increase in 
production — though their deficiency in this respect 
must be carried by those that have. In «ny view, if 
there are any reasons why these figures are not 
better, the public ought to be informed for they are 
the main measuring rod by which permissible in- 
creases in incomes of all kinds can be judged. 

As business becomes more intensive and competi- 
tive, it also becomes more human. Gone are the days, 
if they ever existed, when a hard-bitten approach to 
the making of money was all that mattered. The 
seeking of income of all kinds is still an objective for 
respect and not for abuse, but it must nowadays be 
tempered not only by reasonableness in the decisions 
about wages, salaries, prices and dividends, but also — 
by pride in the industrial structure in the creation 
of which these decisions play so large a part. Manage- 
ment is concerned not only to make two blades of 
grass grow where one used to grow, but in the process 
to. acnieve pride in the business as an entity in 
which human beings work, and pride in the quality 
and price of what it offers to the public. i 





Weekly Notes 


Mr H. Garton Ash Resigns from 
the Council of the Institute 


HE resignation of Mr Harold Garton Ash, 0.B.£., 
M.C., F.c.A., irom the Council of The Institute 
of Chartered Accountants in England and Wales 
was received with much regret at the Council’s 
meeting held on December 3rd and reported else- 
where in this issue. 
- Mr Garton Ash, who is senior partner in the firm 
of James, Edwards & Co, Chartered Accountants, of 
ondon, served as President of The. Institute in 
1950-51 and as Vice-President in 1949-50. He was 
admitted an Associate of the Institute in 1906 and 
was elected to Fellowship in 1919. l 
Elected to the Council of the Institute in 1938, 
Mr Garton Ash was a member of the Applications 
Committee from June 1938 to July 1946; the 
Investigations Committee trom June 1942 to June 
1949, and again from June 1951 to-date: he served 
as Vice-Chairman of the Committee for nearly 
six years. He was also a member of the General 
Purposes Committee from July 1946, to-date, being 
Vice-Chairman trom June 1948 to July 1949 and 
Chairman from June i951 to June 1954, and served 


as a member of the Summer Course Committee 
from 1949 to 1951. He joined the Planning Com- 
mittee on its formation in 1945, remaining a member 
until 1951 when the Committee was dissolved. 

In 1952, Mr Garton Ash served as Chairman of the 
Council of the Sixth International Congress on 
Accounting held in London, ~d 

d 


New Members of the Council 


T the meeting of the Council held on December 
3rd, reported elsewhere in this issue, Mr 
Reginald Percy Matthews, B.COM., J-P., F.C.A., a 
partner, in the firm of 
Chas. W. Rooke, Lane, 
Stubbs & CosChartered 
Accountants, of Lon- 
don, and Mr James 
Alfred Jackson, F.C.A., 
a partner in the firm 
of Lithgow, Nelson & 
Son, Chartered Ac- 
countants, of London 
and Liverpool, were 
elected members - of 
the Council of Th 
Institute of Chartered 
. Accountants in England 
ee and Wales. 
Mr Matthews, who served his articles with 
-Messrs Gray, Stainforth & Co, of London, was 
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idmitted an Associate of the Institute in 1924 and 
‘lected to Fellowship in 1950. 

He is a member and- past chairman of the 
committee of the London and District Society of 
Dhartered Accountants and is the honorary treasurer 
f the Chartered Accountant Students’ Society of 
London. l 

Outside the profession, Mr Matthews serves as 
ı Justice of the Peace at Highgate and has been a 
nember of the Friern Barnet Urban District Council 
ince 1947; he was chairman of the Council from 
:952 to 1954 and has been chairman of the Finance 
Zommittee since 1948. He is also a member of the 
3arnet Group Hospital Management Committee. 

Mr Matthews has a son who is also a member of 
he Institute. 

Mr J. A. Jackson, F.C.A., who was articled in 1921 
vith Messrs Harmood Banner & Son, of Liverpool, 

-m Was admitted — to 

ma membership of The 

Society of Incor- 

porated Accountants 

in 1939, in which year 
he entered into partner- 
ship in his present firm. 

He served for ten 
years as a member of 

‘the Committee of the 

London and District 

Society of Incorporated 
` Accountants, ‘including 

one year as chairman, 

and was elected to 

membership of the 
Council of the Society in 1954. He served on 
1umerous committees of the Council and gave papers 
it the Society’s Oxford and Cambridge residential 
courses. 
‘Mr Jackson is a member of the Institute’s Taxation 
ind Reséarch Committee and is also a member of 
he Taxation Committee of the London Chamber 
£ Commerce. 





Efficiency and the Accountant 


A mentione in the report of the December 
meetiag of the Council of The Institute of 
Jhartered Accountants in England and Wales, else- 
vhere in this issue, a set of notes on the contribution 
vhich the accountant can make towards business 
ficiency has been prepared and is to be issued to 
nembers next wech, -The publication is intended for 
nsertion in the Members’ Handbook but it will also 
ve generally available in booklet form.+ 

After a brief cautionary introduction in which the 
vouncil makes it clear that eternal vigilance. is 
ssential to efficient control, the subject is divided 
nto nine sections, the headings of which indicate 





Business Efficiency: the Contribution which the Accountant 
an make. The Institute of Chartered Accountants in Eng- 
and and Wales, Moorgate Place, London. 5s (incl. postage, 
xcept Airmail). f AE E 
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broadly the manner of approach. These are: materials; 
labour; fixed assets; control of expenditure; sales and 
distribution; volume of output in relation to cost; 
price determination; return on capital employed; and 
financial management. 'The last of these is concerned 
mainly with the preparation of cash budgets. 

In covering this expanse of ground in forty pages, 
the Council appreciates that its treatment of the 
theme is not exhaustive and so does not claim that 
finality has been reached. Enough has been said and 
said well, however, to make the document one which 
all accountants, whether in, public practice or in 
industry and commerce, should read. We hope to 
return next week to a more detailed consideration of 


its contents, ; i e 


Computation of Double Tax Relief 


LSO included in the report of the proceedings of 

the Council of the Institute in this issue, is a 
reference to the submission of claims on behalf of 
clients for double taxation relief. It is, of course, much 
easier to leave the computation to the ¢ax office. On 
the other hand, the strict position is that he who 
claims a relief ought to be able to say what it is he is 
claiming. Moreover, even tax-offices are not infallible 
and it may be worth while in the long’ run always to 
make one’s own computations, particularly where a 
doubt arises which has to be resolved one way or 
another. SÉ , ge 


Another Early Volume! for the’ 
2 Institute Library 


HE recent acquisition (as noted on another page) 

by the Library of The Institute of Chartered 
Accountants in England and Wales of an early 
volume ‘which has little apparent connection with 
accountancy is deserving of some explanation. The 
story is perhaps best told backwards. 

James Peele’s book on book-keeping — the second 
one in English to have survived — was printed by 
Richard Grafton and published in 1553. Peele had 
been made Clerk to Christ’s Hospital the year 
before and had at once set about writing up the 
foundation’s books on double-entry principles, the 
‘method of venice’. These ledgers written in his 
own hand still exist. 

It was in 1553 that Richard Grafton was made, 
Treasurer of Christ’s Hospital. He had played an 
important and active part in the establishment of 
the charitable foundations of the City and un- 
obtrusively paid into their accounts substantial 
sums of money. 

In 1547, Richard Grafton had printed the first 
book on double-entry in English-—a translation 
from the French of a book that was first published 
in Dutch, But Graften’s best known work was 
started in Paris in 1538 where with E. Whitchurch 
he was engaged on the production of The Great 


1 The Union of the twoo noble and illustre families of Lancastre 
& Yorke, » «03 (by Edwarde Haile). (Richard Grafton.) 1550. 


(ec) . 
Bible; however, owing to the activities of the Inquisi- 
tion they had to return hurriedly to England. 
Fortunately Thomas Cromwell was able to buy 
from the French both the type and the presses which 
were set up by Grafton in part of Christ’s Hospital 
buildings leased to him by the Sovereign. 

It is clear that Richard Grafton used these same 
type and blocks for the works by Halle and Ympyn, 
and the elaborate title-page border appearing in them is 
the same. The two-inch square decorated initial letters 
portray *biblical scenes; in Ympyn there is an A, 
a C and an'L, in Halle the same L appears twice 
and additionally there is a V anda T. 

The Halle chronicle itself is of cgnsiderable merit 
Rnd interest. The Dictionary of the National Bio- 
graphy expresses the opinion that the early part- 
followed closely by Shakespeare in his earlier plays 
~is without independent value, but the part on 
Henry VII and the earlier years of Henry VIII 
is stated to be of importance and authority. 

Richard Grafton was an enthusiast for the ‘new 
learning’, for the publication of the Bible in English, 
for the charitable schools and ‘hospitals’ set up in 
the City of London. He took an active part in all 
these things; it is surely only reasonable to conclude 
from the evidence that he probably also played an 
active part im the introduction of double-entry 
into England besides merely printing two of the 
first three English books on the subject. 


Taxation of Suez Company Share-out 


T Suez Canal Company has convened a share- 
holders’ meeting to be held next Tuesday, to 
approve the accounts for the seven months to July 
31st, 1958, which provide for the carrying to reserve 
of the profit. The shareholders are also invited to 
pass a resolution for a distribution to them out of the 
compensation received from the United Arab 
Republic, of one share of the ‘Société d’Investisse- 
ments Mobiliers’ for every five Suez shares, and 500 
francs for every Suez share. The translation of the 
directors’ report includes the following: 

‘This distribution of compensation does not 
constitute a distribution of income; this is clear, not 
only from the accounts which are submitted for 
your approval but also from the resolution on which 
we ask you to vote. This distribution will therefore 

* have the benefit of fiscal advantages resulting from 
the law in certain countries, in particular, in France, 

of the provisions of the Act of February 22nd, 1957, 

known as the Raingeard Act.’ 

Unfortunately for shareholders resident in the 
United Kingdom it seems reasonably clear that such 
a distribution to them will constitute income for both 
income tax and surtax purposes in view of the House 
of Lords decision in C.I.R. v. Reid’s Trustees (28 
A.T.C. 65). If the Suez Canal Company had been 
resident in the United Kingdom, liability would have 
been avoided. 

The Inland Revenue has already announced that 
the distribution would be taxable and this has given 
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rise to vigorous protests in the City. A meeting of 
interested members of the Stock Exchange was held 
last Monday to consider the situation. This is 
obviously one of the risks that come to people who 
invest their money abroad. 


Revenue Appropriation Accounts 


HE Appropriation Accounts for the three 

Revenue departments, Customs and Excise, 
Inland Revenue and the Post Office, for the year 
1957-58 were published last wech), They are 
accompanied by the report of the Comptroller and 
Auditor-General, which deals with a number of 
interesting topics, including fraud and evasion in 
relation to taxes on income and profits. The following 
table shows the latest statistics: 


Year ended Number Total charges Penalties 
March 31st of cases raised included 
£ £ 

1958 14,593 21,529,264 9:495:437 
1957 15,511 22,549,240 9,426,295- 
1956 16,116 22,661,950 9,426,295 
1955 19,663 20,587,922 8,420,419 
1954 18,144 20,381,870 7:555,342 


These figures do not include minor settlements 
effected by local inspectors relating to untaxed 
interest, allowances, etc., which amounted to £894,139 
in the year 1957—58. 

The total amount of duties remitted or written off 
as irrecoverable in the accounting period was 
£2,948,772, made up as follows: 


£ 
Income tax 2,224,251 
Surtax .. så 279,244 
Excess profits tax 303,406 
Other duties 141,871 
£2,948,772 
SIN 


This is £26,692 less than last year. The distribution 
of the total amount according to the grounds of 
remission or write-off, is as follows: 


Remissions 
On grounds of poverty š 93,684 
On grounds of equity es "Ri 361,987 
Miscellaneous: not sufficient to 
justify cost of proceedings etc... ° 220,416 
Amounts irrecoverable 
Insolvency .. ae 1,668,448 
Composition settlements 96,906 
Realization of securities ch 13,022 
Taxpayer abroad or untraceable .. 494,309 
£2,948,772 


In reference to stamp duty, the Comptroller points. 
out that letters of instruction to nominee companies” 
holding shares, sent with the intention of trans- 
ferring the beneficial interest, should attract “ad 


1 Revenue Departments Appropriation Accounts, 1957—58. 
H.M.S.O. ıs od net. 
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valorem duty, but it is known that in many cases 
they are not stamped. The Inland Revenue have 
become aware that in certain cases the motive for 
nominee registration is the avoidance of duty. It was 
proposed to review their practice in regard to miti- 
gation of fines and penalties, and to consider whether 
there was a case for imposing heavier penalties. 
However, in general, public companies could be 
relied on to see that transfers of their shares were 
properly stamped. 


Anglo-French Agreement on Royalties 
Taxation 


HE Board of Trade has announced that an 

agreement signed with the Government of the 
French Republic came into force on November 28th 
under which, on certain conditions, exemption is 
given from French turnover tax on royalties to 
United Kingdom inventors (whether individuals or 
firms) who have licensed the use of the invention in 
France. The term ‘invention’ includes the following, 
whether registered or not: 


Patents, trade-marks, manufacturing processes, 
techniques and formulae, and copyright. 


The inventor must satisfy the French tax authorities 
that the ‘invention’ is the result of research carried 
out by him or by people working under his control 
or for his account. Proof will take the form of a 
statutory declaration before a notary public and 
the relevant documents in support (e.g. patents, 
contracts, etc.). There are two types of declaration, 
one where the licensor is an individual, the other 


where the licensor is a firm. Exemption is already ` 


being granted to those United Kingdom licensors of 
copyright who are the equivalent of inventors (i.e. 


. authors). These persons do not need to make statutory 


Pa 


‘declarations unless specifically required to do so. 

The Board of Trade notice also deals with retro- 
spective exemption and the liability for turnover tax 
in respect of past periods. 


London Electricity Board Inquiry 


UBĻLISHED last week-end as a White Paper was 

the report of Mr Henry Benson, C.B.E., F.C.A., of 
Messrs Cooper Brothers & Co, of an inquiry which 
he was asked by the Minister of Power to make into 
allegations concerning the method adopted by the 
London Electricity Board for the disposal of scrap 
cable. The allegations were made by the Rt. Hon. 
G. R. Strauss, M.P., to the Paymaster-General. The 
London Electricity Board started proceedings for 
defamation against Mr Strauss but he claimed 
Parliamentary privilege. 

Subject to minor qualifications, Mr Benson’s 
report is in favour of the Board. He says the Board 
were justified in adopting the method of disposing of 
scrap cable by annual contracts and in adhering to it 
thereafter. He adds that the Board should from time 
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to time make an independent check of its contract 
prices by sample collections and sales of the scrap. 
A member of the Board’s purchasing staff in 1952 
bought a car for £200 from a company of scrap metal 
merchants which was regularly submitting tenders to 
the Board. The cars value was some £400. Mr 
Benson says this transaction should not have taken 
place, although it could not have had any bearing 
upon the decision to adopt the present method of 
disposing of scrap. Mr Berison also suggests that the 
Board should consider terminating the practice under 
which the Board’s purchasing staff receive Christmas 
gifts from firms who have Successfully tendered for 
scrap. 


Councils on Tribunals’ Appointed 


HE Tribunals and Inquiries Act, 1958, which 
was passed to implement the recommendations 
of the Franks Committez, provided for the appoint- 
ment of a Council on Tribunals. The function of this 
council is to keep under review and report on the 
constitution and working bf administyative tribunals, 


` and of those administrative procedures which involve 


statutory inquiries. Such tribunals include Appeal 
Commissioners under the Income Tax Acts, The 
Lord Chancellor has announced the composition of 
the new council. Its chairman is to bt Lord Reading 
who is well known for his interest in preserving the 
liberties of the subject and his wide knowledge of 
public administration. The twelve other members of 
the council include lawyers, a trade unionist, persons 
interested in social services and public administra- 
tion, and a Member of Parliament as the Welsh mem- 
ber — but, singularly, ro accountants. The chairman 
of the Scottish committee of the council is Sir Hugh 
Rose and the committee has a similar composition. 


Mias Group of Companies 


HE Board of Trade has announced that it has 

received a number of inquiries from creditors of 
the Mias Group of companies. It has advised 
creditors that their best procedure under the Com- 
panies Act is to petition for compulsory winding-up. 
If there is a voluntary winding up the appointment of 
liquidator rests with the creditors. We understand 
that Mias (Holdings) Ltd has filed its own petition 
to the High Court foz winding up, and this is dueto 
be heard on December 15th. 


Malayan Company Tax Raised 


T has been announced that both Singapore and 
A the Federation of Malaya are to increase company 
tax from 30 per cent to 40 per cent as from January 
rst. Non-residents will also pay 40 per cent. In 
Singapore, personal income tax is being increased; 
the new maximum being 50 per cent for chargeable 
incomes in the £6,000 range. The Federation is not 
changing personal income taxation but it is putting 
another 20 cents on petrol. 
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Finance and Commerce 


Remploy ` 
HE accounts of Remploy Ltd for the year 
ended March 31st, 1958, provide the reprint this 

week. It is-a company limited by guarantee — the 

only organization of its kind in the world — set up 
in 1945 under the Disabled Persons (Employment) 

Act, 1944, ta provide work for severely disabled 

men and women who wotld otherwise remain almost 

permanently unemployed. The idea which is its 
mginspring was forged in the brain of*the late Ernest 

Bevin, the wartime*Minister of Labour. 

As the report and accounts show, this charity, in 
the truest sense of the word, is a combination of public 
responsibility and private enterprise. Its chairman, 
Sir Alec Zealley, and his directors have to find gainful 
occupation on worth-while work for those on the 
lowest level of the disabled persons register and to 
sell the product*of that work on a commercial basis in 
line with the production of normal labour. 

The result financially is inevitably an ‘operational 
loss’, as the accounts put it. But in considering the 
financial results, says Sir Alec in his review, ‘we 
must not lose sight of the primary fact that we have 
continued to employ an average of over 6,000 
severely disabled workers’. 

Not only have these people been found em- 
ployment with the income it brings (disabled pay 
is about four-fifths of normal) and a sense of being 
‘wanted’, but in many cases their confidence in the 
abilitiés that remain to them is restored, to the 
point where they are able to go out and take their 
place in the ‘normal’ world. Since the work started, 
over 2,200 people have thus been rehabilitated. This 
is a result of which Remploy is justifiably proud. 


Sponsored Schemes 


The. goods produced by these disabled workers can 
be seen in the shops, selling on a commercial basis, 
in a wide variety of forms: divans, spring interior 
mattresses bearing the ‘Remploy’ label; brushes, 
domestic appliances, furniture, knitwear, etc. 

Industry, however, takes a direct part by sponsor- 
shjp schemes. Two years ago, Sir George Dowty, 
one of the directors, gave Remploy a plan for recon- 
ditioning Dowty hydraulic pit props. The National 
Coal Board co-operated and with special equipment, 
first-class tooling, and the assurance of long runs of 
similar work, Remploy’s Sheffield factory now turns 
out over 400 reconditioned props a week. 

Financially, success is measured in terms of keeping 
down the net deficit on operations. This year the 
deficit is higher, but largely due, however, to the cost 
of building up the organization to achieve a higher 
rate of production and sales and thus to keep down 
the operating loss.in future years. H 

The capital account is secured by a charge on assets 


and while the liquidation of such a good work is 
beyond contemplation, the board are happy in the 
knowledge that their policy, administered through 
their finance controller, Mr R. E. Benjamin, a.c.a., 
could show solvency in a winding-up. e 


Over-provision 


HIS year’s report and accounts to May 31st, 

1958, of the National Canning Co Ltd, draw 
attention to an over-provision for depreciation in the 
past. Following a recent survey of the fixed assets, 
states Mr W. V. Smedley, the chairman, it was 
apparent that a change in the depreciation policy 
was justified. The effect of this change, he says, is 
indicated in the notes on the accounts. No adjustment 
has been made in respect of the over-provision in 
earlier years. 

The note in question points out that the charge fot 
depreciation (£143,316 against £170,186) is based on 
revised rates following a reassessment of the estimated 
lives of the assets concerned. 

The charge for the previous year, the note con- 
tinues, calculated at the revised depreciation rates 
would have amounted to approximately £122,000, 
As in the past, no provision is made for depreciation 
on land, house property or the freehold factory of 
one subsidiary. However, land and property, in 
these days, is more likely to appreciate in money 
terms than to depreciate and with just over Zr 
million involved, an indication of current value would 
add more meaning to the balance sheet. 


On the Board 


ITH the publication of this year’s report and 

accounts of Rubber Improvement Ltd, share- 
holders are introduced to a new director, Mr Walter 
Y. A. Wright, F.c.a. ‘Introduced’ is hardly the right 
word perhaps, because Mr Wright has been con- 
nected with the company’s audit for oyer twenty-five 
years. 

Last year’s report noted that the auditors Messrs 
W. Y. Wright & Co, had intimated that due to the 
work entailed by the continued expansion of the 
group, they did not wish to continue in office. Messrs 
Deloitte, Plender, Griffiths & Co were appointed. 

After such a long association with the company, 
Mr Wright takes to the boardroom the fullest 
qualifications for a directorship, and the chairman, 
Mr John Lewis, announces his appointment as ‘an 
important step forward in relation to the adminis- 
tration of the company’. 


Next Week’s Reprint 


The accounts of Dennis Brothers Ltd will peace 
the subject of next week’s reprint. 


| 
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Income and Expenditure Account for the Year ended 3!st March, 1958 





3ist March, 1957 











EXPENDITURE e 
H 086, 987 To Operational Loss .. 2,133,520 
» Group Offices: Salaries and Wages 
{including Pension Scheme Contri- 
179,345 butionsf and other Expenses 198,468 
» Central Stores: Salaries and Wages 
{including Pension Scheme Contri- 
4,343 butions) and other Expenses 5,038 
+ Head Office:— e 
Directors’ Salaries (includin 
11,028 , Pension Scheme Contributions) 11,676 
. Staff Salaries and Wages (including 
82,846 Pension Scheme Contributions) 92,950 
15,729 Travelling .. © 17,792 
Rent, Races, Heating, Lighting and 
17,609 Insurance oe 19,943 
2,432 Printing and Stationery d 2,092 
@ 6,008 Telephone, Telegrams and Postage 5,991 
4,653 Legal afld Professional Charges .. 18,117 
1,600 Audit Fee .. Sie ES 1,850 
758 Maintenance of Offices |. sš 650 
11,504 General Expenses e y 10,120 
181,181 
157,524 „ Depreciation 160,782 
vw Rent, etc., of Sites in the Course of 
243 Development 297 
2,55} ` vw Provision for Bad and Doubtful Debts 2,616 
2,802 vw Royalties 5,640 
vw Discounts Allowed less Discounts 
5,120 Received W 23,293 
13,570 „ Radcliffe Hostel Expenses véi 14,907 
840 „ Transfer to Employees Welfare Fund 2,000 
£2,617,492 id £2,727,742 


3ist March, 1957 


E | CITY NOTES 


ITH a three-week account now in operation 

covering Christmas and the New Year, the 
stock-markets have lost some of their steam. Although 
bank selling of Government stocks appears to have 
eased off, there has been little renewed buying support 
and the despondency of the gilt-edged market is as 
deep as ever. 


The investor is still equity minded, but is now 
inclined to wait for some reaction in the market 
before making fresh investment. Buying at present 
is on a highly selective basis although speculative 
operations in property shares continue. 


The principal reason for the equity market’s 
failure to make any fresh advance, is largely the 
absence of any direct evidence that freer credit has 
so far accomplished anything but an initial revival 
in consumer demand. 


In the heavy industries the time lag between freer 
cyedit and definite development is still operative and, 
in a broader field, the down-turn in commodity and 
metal prices hardly suggests any stocking up by 
industry generally. 


A supporting influence for the equity markets, 
however, must continue to be the employment of 
funds channelled into the unit trust movement. 
Philip Hill Higginson’s initial offer of units in British 
Shareholders ‘Trust pulled in well over £4 million. 
Preparations have now been completed for the 
launching of a new trust by Robert Fleming & Co, 
while, early in the New Year, a trust operated by the 
National Group and N. M. Rothschild ® Son is to be 
put before investors. 


{ 


INCOME j R 
1,230 By Miscellaneous Income 5,766 
+ Balance carried to Balance Sheet:— 
Excess of Expenditure over Income 
{before charging Depreciation) 
transferred to the Minister of 
Labour and National Service 
2,458,738 Current Account 2,461,194 
Depreciation for the year ended 
3lse March, 1958, for which no 
grant is provided by the Ministry, 
transferred to the Minister of 
Labour and National Service De- 
157,524 preciation Account as 160,782 
-— 2,721,976 
il 
£2,617,492 £2,727,142 
RATES AND PRICES 
Closing prices, Wednesday, December roth, 1958 
Bank Rate 
Feb. 16, 1956 54% May 22, 1958 54% 
Feb. 7, 1957 5% June 19, 1958 e 
Sept. 19, 1957 7% Aug. 14, 1958 48% 
Mar. 20, 1958 6% Nov. 20, 1958 4% 
Treasury Bills 
Oct. 3 £3 148 139d% Nov. 7 £3 11s Fogd% 
Oct. 10 £3 13s o72d% Noen äm o-97d % d 
Oct. 17 £3 12s 3:08d% Nov. 21 £3 Be 468d% , 
Oct. 24 £3 13s 794d% Nov. 28 £3 6s 1:20d% 
Oct. 31 £3 ts 823d% Dec. 5 £3 48 575d% 
Money Rates 
Day to day 2ł}-3% Bank Bills 
7 days 3-33 % 2 months 33-34% 
Fine Trade Bills 3 months 38-3 ts % 
3 months 475% 4 months 38-3 w% 
4 months 47-35% 6 months © 33-34% 
6 months 44-53% 
Foreign Exchanges 
New York 2°80i- A Frankfurt 1169-4 
Montreal 2°70 -$ Milan 1745}-% 
Amsterdam 10:588—4 Oslo 20-008 
Brussels 139°374-"40 Paris 11774-4 
Copenhagen 19'32ģ4—'33$4 Zurich 12'22h—-} 
Gilt-edged 
Consols 24% sofxd Funding 4% 60-90 89} 
Consols 4% 73% Savings 24% 64—67 824 A 
War Loan 34% 65% Savings 3% 55-65 894 
Conversion 34% 654 Savings 3% 60~70 79% 


Conversion 34% 1969 863 
Exchequer 54% 1966 1034 
Funding 3% 66-68 834} 
Funding 3% 59569 82% 
Funding 34% 99-04 7o}xd 


Savings 3% 65~75 
Treasury 24% 48k 
Treasury 34% 77-8075 Dad 
Treasury 34% 79-81 76% 
Victory 4% 95% 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
© the opinions expressed. 


A Profits Tax Puzzle 


Zum, — Viscount Simonds took the view that the gross 
relevant distributions must have been made out of 
past profits although the franked investment income 
was in excess of this distribution. Mr Sophian reiter- 
ates this point (November 2gth issue). However, 
distributions made out of current profits and franked 
investment income are apportioned entirely to these 
profits and the franked’ investment income, only 
any excess being spread back, as the following 
examples will show: 


Trading profits Ae D oe Et 


Franked investment income .. £12,000 

Gross relevant distributions £12,000 

Net relevant distributions: 
X £12,000, say .. eo fr 


> l _ £12,001 
If the gross relevant distribution had been £12,005, 
the net relevant distribution would be under the 
sroviso of Section 34, Finance Act 1947- £5. 
The result of the apportionment is that the gross 


relevant distribution which is attributed to the. 


‘ranked investment income is not included in the net 
relevant distribution. 
- The decision of the House of Lords turned on a 
echnical point. Their lordships thought that in 
view of the provisions of subsection 7 (1) (a), Section 
32, Finance Act, 1947, the franked investment income 
nad to be aggregated with the past losses in order to 
urive at a figure under the proviso of Section 34, 
Finance Act, 1947. Lord Reid conceded that Section 
32, Finance Acte 1947, was somewhat obscure, but 
infortunately the referred to subsection was not 
»bscure enough to be ignored altogether. There is 
‘ome consolation that the practical application of the 
EH is greatly limited through the last Finance 

ct. 

Yours faithfully, 
Harrow, Middx. HENRY HOLT. 


Communist Costing Conventions 


Am. — With the advance of industrialization in 
Communist controlled countries their products are 
yeginning, in a number of third markets, to provide 
significant competition for British exports. In some 
zases their prices are substantially lower than ours. 
This raises a point which appears to require very 
ierious study if this competition is to Be met effect- 
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ively in the future. Cheap labour, export subsidies, 
or controlled exchange rates may all be factors 
involved, but a very important question remains: to 
what extent are the prices from Communist countries 
lower because they are based on. conventions of 
costing which differ from those in use in the capitalist 
countries? What rate of return does a Communist 
State enterprise expect on its capital investment in 
exports, or on its asset investments in general? 
How does such an enterprise value its stocks and 
fixed assets in a period of inflation? g 

All these are very relevant questions.for anyoné 
attempting a long-term appfeciation of the com- 
petitive threat from Communist sources. If standard 
Communist work§ on costing and accounting methods 
exist, they would be well worth stufly and comment. 
In the short-term, Communist exports mag be for 
political ends, but over the years this may not 
continue as a.general rule. If we are to meet com- 
petition based on a different version of costing 
principles would it not be wise to learn what that 
version is? 


Yours faithfull¥, 
J. E. S. HAMMOND. 
` Chesham Bois, Amersham,” Bucks. 


The Demise of Accounting Research 

Str, — I expect that many of your readers will, like 
myself, have been grieved to see the obituary notice 
of Accounting Research in The Accountant for Nov- 
ember 15th, , 

Without doubting the wisdom of the Council of 
the Institute in its decision, one may be permitted 
to deplore the circumstances, whatever they may 
have been, that made such a decision necessary. 
Perhaps the next issue of Accountancy or final issue 
of Accounting Research will reveal those circumstances. 

Among my personal acquaintances, many account- 
ants — practising as well as academic — looked on 
Accounting Research as ane of the very few learned 
journals in the world in its field. It had established 
for itself a unique place in accounting as a journal 
which was open to any kind of article, trom whatever 
source, which gave evidence of original thought or 
research. It was not subject to the views or outlook 
of any professional body and its pages embodied 
the spirit of the open mind. 

Its untimely death leaves a gap in current account- 
ing literature. 
Yours faithfully, 

L. GOLDBERG, 
G. L. Woon PROFESSOR 
OF ACCOUNTING. 


University of Melbourne. 


` Paying it with Poetry 
Sır,- I know it is difficult to find some sort of 
rhyme to ‘au revoir’; but is not your correspondent 
‘Fifteen by Eighteen’ (December 6th issue) risking 
the loss of a client by the use of the word ‘adieu’? 
`e Yours faithfully, 


Bristol; 3. P. V. ROBERTS. 
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SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, December 3rd, 1958, at the Hall of 
the Institute, Moorgate Place, London, EC2, there 
were present: 

Mr W. L. Barrows, President, in the chair; Mr C. U. Peat, 
M.C., Vice-President; Messrs J. Ainsworth, M.B.E., H. 
Garton Ash, 0.B.E., M.C., E. Baldry ong, C. Percy 
Barrowcliff, T. As Hamilton Baynes, J. H. Bell, P. F. 
Carpenter. Sir William Carrington, Messrs G. T. E. 
Chamberlain, D. A. Clarke, J. Clayton, C. Croxton-Smith, 
S. Dixon, W. W. Fea, J. Godfrey, G. G. G. Goult, P. F. 
Granger, J. S. Heaton, D. V. House, Sir Harold Howitt, 
G.B.E., D.S.0., M.C., Messrs P. D. Irons, H. O. Johnson, 
W. H. Lawson, c.n.z., H. L. Layton, R. B. Leech, M.B.E., 
R. McNeil, J. H. Mann M.B.E., W. Bertram Nelson, 
CSR, W. È. Parker, c.B.m, S. J. "Pears, P. V. Roberts, 
L. W. Robson, Sir Thomas. Robson, M.B.E., Messrs G. F. 
Saunders, K. G. Shuttleworth, C. M. Strachan, 0.5.E., 
J. E. Talbot, E. D. Tayler, A. D. Walker, V. Walton, 
M. Wheatley Jones, E. F. G. Whinney, J. C. Montgomery 
Williams, R. DW Winter, C.B.E., M.C., with the Assistant 
Secretaries. eo 


Resignation from the Council 


The Council received with much regret the resignation 
of Mr Harold Garton Ash, opp, M.C., F.C.A., from his 
membership of the Council. Mr Garton Ash had been 
a member of the Council since 1938 and was President 
for the year r950~51. 


Elections to the Council 


Mr Reginald Percy Matthews, B.COM., J.P., F.C.A., and 
Mr James Alfred Jackson, F.c.a., were elected members 
of the Council to fill the vacancies caused by the 
resignations of Mr William Gordon Campbell, B.A., 
F.c.A,, and Mr George Lawrence Capel Touche, B.A., 
F.C.A, 


Dealings in and Notices relating to Securities: 
Prevention of Fraud (Investments) Act 1958 


(1) The Prevention of Fraud (Investments) Act 1958 
consolidates the Prevention of Fraud (Investments) 
Act 1939 with Section 117 of the Companies Act 
1947 and certain provisions of the Companies Act 
948. The Council wishes to remind members that in 
1951 the Council issued a statement drawing attention 
to certain important provisions of the 1939.Act. The 
position remains the same under the consolidating Act 
and the Council has decided to reproduce in the follow- 
ing paragraphs its 1951 statement with the Section 
references amended so that they relate to the 1958 Act. 
(2) The Council desires to draw the attention of 
members to certain important provisions of the 
Prevention of Fraud (Investments) Act 1958 which 
may not be sufficiently appreciated, namely: 

(i) Section r of the Act, which (subject to certain 
exceptions) prohibits any person from carrying 
on or purporting to carry onethe business of 
dealing in securities except under the authority of 


a principal’s licence or a represent&tive’s licence; 
and : 

(ii) Section 14, which places a general restriction on 
the distribution of circulars relating to securities, 
subject to certain exceptions specified in sub- 
sections (2) and (3). 


Dealing in securities 

(3) Section 26 of the Act defines ‘dealing in securities’ 
as meaning: 

‘Doing any of the following things (whether as a | 

principal or as an agent), that is to say, making or | 

offering to meke with any person, or inducing or | 
attempting to induce any person to enter into or 
offer to enter into: ~ 

(a) any agreement for, or with a view to acquiting, 

disposing of, subscribing for or underwriting 
securities or lending or depositing money to or 
with any industrial and provident society or , 
building society, or 

(b) any agreement the purpose or pretended purpose 

of which is to secure a profit to any of the parties 
from the yield of securities or by reference to 
fluctuations in the value of securities.’ 

(4) The definition of ‘dealing in securities’ is thus 
extremely wide, but the prohibition in Section 1 is 
against ‘carrying on or purporting to carry on the 
business of dealing in securities’, Whether or not the 
act of dealing constitutes the carrying on of the busi- 
ness of dealing is a question which depends on the 
circumstances of the particular case. The Council has 
been advised by counsel that a single act which falls 
within the definition of ‘dealing in securities’ would 
not normally be likely to be held to constitute carryin 
on the business of dealing, but it might be so held in ' 
the particular circumstances; on the other hand a 
number of acts falling within the definition of ‘dealing 
in securities’ would normally be likely to be held to 
constitute carrying on the business of dealing, but it 
might not be so held in the particular circumstances. 
Counsel is unable to advise any general rule which 
could be applied. 

(5) The Board of Trade has authorized the Council 
to state that in the opinion of the Board professional 
persons such as accountants and solicitors who may in 
their professional capacity arrange for the purchase or 
sale of securities for their clients or who may deal in 
securities in the course of administration of a deceased’s 
estate or as liquidator, trustee in bankruptcy or similar 
professional capacity, would not ordinarily be held to 
come within the restrictions of Section 1. In its applica- 
tion to members of the Institute, this opinion would 
apply only to dealings which are incidental to the pro 
fessional services rendered to clients by a member in 
practice. There is no provision in the Act conferring a ` 
general exemption for transactions carried out .by 
professional persons on behalf of clients; the opinion 
given by the Board of Trade should therefore be 
regarded as gwidance on the question of what might be 
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held to constitute carrying on or purporting to carry 
on the business of dealing in securities. 

(6) No prosecution under Section 1 can be instituted 
without the consent either of the Board of Trade or the 
‘Director of Public Prosecutions. A person who is 
convicted of contravening Section 1 is liable, on 
conviction on indictment, to imprisonment for a term 
not exceeding two years or- to a fine not exceeding £500 
or to both; or on summary conviction to imprison- 
ment for a term not exceeding six months or to a fine 
not exceeding {100 or to both. 
Circulars and advertisements 

(7) The genera] restriction imposed by Section 14 
of the Act on the distribution of circulars relating to 
securities is subject to certain exceptions specified in 
subsections (2) and (3). Under subsection (2) the 
restriction does not apply in relation to any distribution 
of documents which is permitted by the Board of 
Trade. Where a member wishes to obtain the permis- 
sion of the Board he should submit a copy of the 
circular and any other documents which he proposes 
to distribute in connection with the matter. 
’ . (8) The Council is advised by counsel that by reason 
of subsection (4) of Section 14 an advertisement 
inserted in a newspaper, journal, magazine or other 
periodical publication may in certain circumstances 
constitute a ‘circular’ for the purpose of the section. 
Communications to the Board of Trade 

(9) Any communications to the Board of Trade in 
connection with the Act should be addressed to the 
Assistant Secretary, Board of Trade, Insurance and 
Companies Department, Horse Guards Avenue, 
Whitehall, London, SW1, 


Business Efficiency 


| On the report of the Parliamentary and Law Com- 
| mittee, following consideration of-a draft submitted 
by the Taxation and Research Committee, the Council 
‘has authorized the issue of a statement entitled 
| Business Efficiency: the Contribution which the Account- 
| ant can make. This will be distributed to members on 
Secember 15th, 1958, for insertion in the Members’ 
Handbook. The statement is also available in booklet 
` form for purchase at 5s per copy (including postage, 
except airmail) on application to the offices of the 
Institute. Remittances must accompany applications. 





Computation of Double Tax Relief 


When ‘submitting’ a claim for double tax relief on 
behalf of aeclient it has been the practice of some 
members to include with the claim a computation of 
the relief due. Other members have left the computa- 
tion to be made by the office of H.M. Inspector of 
Taxes. Some members who have followed the latter 
procedure have been receiving requests from in- 
spectors’ offices to submit a computation with the 
claim, and they have drawn the attention of the 
Institute to this development. Representatives of 
the Institute have discussed the matter with the In- 
land, Revenue, and the Council has decided to draw 
ie attention of members to the following points: 
(a) District’ inspectors who request taxpayers or 
their accountants to prepare the computations 
* are not acting under a general instruction which 
precludes their preparing or assisting with such 
computations. The procedure is „left to the 
individual district office, and where an office is 
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heavily burdened with work it may well be that 
taxpayers or their accountants will be asked to 
submit computations. 

(b) Rates of overseas tax applicable to company 
dividends can normally be obtamed by reference 
to the list published half-yearly as a supplement 
to the Stock Exchange Weekly Official Intelli- 
gence; the last such list was published in July 
1958 at a price of one shilling. Where the rate 
required does not appear in the published list 
the tax office will, on request, refer to head office 
for the information. ° e 


Members’ Handbook 


The Council decided to make available for purchase 
by members at 2s (including postage) a ‘temporary® 
container’ into which a particular section of the 
Members’ Handbook can be transferred, for example 
when a member wishes to taxe the Recommendations 
on Accounting Principles to a meeting without 
having to take the complete handbook. An order form 
will be issued to members an December 15th, 1958, 
at the same time as the issue of Supplement No. 2 
containing the statement on Business E fficgency referred 
to elsewhere in this report. 


Exemption from the Preliminary Examination 


One application under bye-law 79 for extmption from 
the Preliminary examination was accedet*to. 


Exemption from the Intermediate Examination 


One application under bye-law 85 (b) for exemption 
from the Intermediate examination was not acceded to. 


Reduction in Period of Service under Articles 


One application under bye-lew 61 for a reduction in the 
period of service under articles was acceded to. 


Registration of Articles 


The Secretary reported the registration of 377 articles 
of clerkship during the last month, the total number 
since January 1st, 1958, being 2,425. 


The P. D. Leake Trust 


The Council approved for publication the accounts of 
the P. D. Leake Trust for the year to October 31st, 1958, 
a report on the administration of the trust and a report 
of the P. D. Leake Committee. A booklet containing 
these reports and accounts may be obtained without 
charge on application to the offices of the Institute by, 
any interested person. (It is expected that copies will 
be available by the end of December 1958.) 


Use of letters F.S.A.A. 
One application from am incorporated accountant 
member A.S.A.A. to use the letters F.S.A.A. under 
clause 4 (b) of the scheme of integration referred to in 
clause 34 of. the Supplemental Charter was refused. 


Members Commencing to Practise 
The Council received notice that the following mem- 
bers had commenced to practise: 


Aarons, Stanley; A.C.A., 1958; (Stanley Aarons & Co), 
3A Rectory Road, Stoke Newington, London, N16. 
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Abrahams, Alan; A.C.A., 1958; (Abrahams & Co), 8 
Portland Avenue, Stamford Hill, London, N16. 

Banks, Edward William; A.C.A., 1958; (S. 1937); Toothill, 
Ongar, Essex. 

Benedict, Peter barry; A.C.A., 1958; (Peter Benedict & 
Co), 92 New Cavendish Street, London, Wi, and at 
Edgware. . 

Benner, Alexander Solomon; A.C.A., 1958; (P. G. Heslop 
& Co}, Portland House, 73 Basinghall Street, London, 

2 
Beswick, James Metcalf; A.C.A., 1955; (Shuttleworth & 


Haworth), ` Lloyds Bank Buildings, 53 King’ Street,- 


e Manehester, 2. 

Blunden, William Stanley; (1958); A.S.A. A. 
(*Denyer & Blunden)®20 West Street, Brighton, I. 

Burman, Peter Ronald; A.C.A., 1958; (Burman & Co), 
69 Putney Road, Handsworth, ' Birmingham 21. 

Chapman, RogereStanley, MA: A.C.A., 1955; (Oakley, 
Wederell, Crouch & Co), Devereux Buildings, 9 Dever- 
eux Court, Strand, London, WC2. 

Davies, Hereward Scott; A.C.A., 1958; (Hereward, Scott, 
Davies & Co), +3: St Helen’s Place, Bishopsgate, London, 
EC3, and Barclays Bank Chambers, 159 Stoke Newington 
High Street, London, N16, and at Barnet, Finchley and 
Palmer’s Green. 

Barra, Leonard; A. C.A., 01958; (Leonard Farra -& Co), 
34 Eastdown House, Amhurst Road, London, E8. 

Gravestock, Robert; A.C.A., 1958; (*Oliver H. Smith & 
Co), Meer Street Chambers, Stratford on Avon. 

Gunary, Brian Arthur; A.C.A., 1951; (lion V. Cummings 
& Co), 22 Westem Road, Romford, Essex, and at Brent- 
wood. 

Hall, Frank; Ce C.A., 1950; (tThomas Bourne & Co), and 
(+’Thompson & Sherratt), 6 Lichfield Street, Burton-on- 
Trent; also at Ashby-de-la-Zouch and Nuneaton 
(Thomas Bourne & Co). 

Harrison, Leslie; A.C.A., 1955; (Walter Smee & Co), 
178 Charing Cross Road, London, WC2. 

Herman, Frank Ephraim; A.C.A., 1958; (F. E. Herman & 
Co), 18 Charing Cross Road, London, WC2: 

Hiner, James Samuel; A.C.A., 1958; (S. 1931); (P. G. 
Heslop & Co), Portland. House, 73 Basinghall Street, 
London, EC2. 

Hodder, Gordon John Walter; A.C.A., 1953; (Worthington, 
Hodder & Co), 42a High Street, Sutton Coldfield. 

Inkpen, Cyril; A.C.A., 1958; (R. N.-Store & Co), Osborne 
Chambers, 23 Osborne Street, Grimsby. 

James, William Barron; A.C.A., 1957; (Lancaster, King, 
Ridgway & Co), Queen’s College Chambers, Paradise 
Street, Birmingham, 1. 

Jones, David Harold, s.sc.; A.C.A., 1958; (Lithgow, 
Nelson & Co), Derby Square, Castle Street, Liverpool, 
2, and at London and Southport. 

“Kilburn, Jack; A.C.A., 1958; (S. 1955); (*Speight, Gardner 

i $ Eo) Sun Buildings, 15 Park Row, Leeds, 1, and at 
elby 

Lancaster, Noel Brownrigg; A.C.A., 1958; District. Bank 
‘Chambers, 2 Devonshire Street, Carlisle. 

Lowman, Victor Alfred; A.C.A., 1954; Lion V. Cummings 
& Co), 22 Western Road, ’ Romford, -Essex, and at 
Brentwood. 


1929; 


.§ means ‘incorporated accountant member’, 


Firms not marked f or * are composed wholly of miembers 
of the Institute. 


tagainst the name of a firm indicates that the firm, though 
not- wholly composed of members of the Institute, is 
composed wholly of chartered accountants who are mem- 
bers of one or another of the three Institutes of chartered 


- accountants in Great Britain and Ireland. 
-* against the name of a firm indicates that the firm is not 


wholly composed of members of one or anc ther of the three 
Institutes of chartered accountants in SE Britain and 
Treland. d e 
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Lunt, John Albert; A.C.A., 1953; (Shuttleworth & 
Haworth), Lloyds Bank Buildings, 53 King Street, 
Manchester, 2. 

Marshall, Jack; A.C.A., 1958; (S. 1949); (Lowrey, Weston 
& Whalley), 12 South Parade, Leeds, 1, and at Harrogate; 
also at Skipton, (Weston, Whalley & J ackson). 

Moss, Leonard Anthony; A.C.A., 1958; (Leonard A. Moss 
& Co), 22 Wychwood Avenue, Canons Park, Edgware, 
Middlesex. 

Richardson, Peter John; A.C.A., 1950; (Shuttleworth & 
Haworth), Lloyds Bank Buildings, 53 King Street, 
Manchester, 2. 

Rogers, Bryan Keith Humphrey; A.C.A., 1957; (Walter 
Smee & Co), 178 Charing Cross Road, London, WC2. 
Scott, Robert Dunlop Irwin, M.B.E.; A.C.A., 1958; (S. 
1935) (*Moore, Temple & Co), 22 High Town, 
Hereford, and at Llandrindod Wells; also at Llanidloes 

(*Grammer, Moore & Temple). 

Seitler, Benjamin; A.C.A., 1958; (Benjamin Seitler& Co), 
82 Portland Street, Manchester, 1, and at Salford. 

Shaw, Louis Raymond; A.C.A., 1958; (S. 1957); (Louis 
Shaw & Co), 4 Oakhill Road, Norbury, London, SW16. 


Bartlett & Co}, Prudential Building, 33 Church Street, 
Mansfield, Notts.; also at Worksop (Arnold J. R. Slaney 
& Co). 

Somerscale, Walter; A.C.A., 1958; (S. 1923); (Lowrey, 
Weston & Whalley), 5 Princes Square, Harrogate, and at 
Leeds; also at Skipton, (Weston, Whalley & Jackson). 

Stewart, John Purves; A.C.A., 1958; (C. J. Hayward & 
Co), 1 High Street, ‘Camberley, Surrey, and at Reading. 

Vaulkhard, Norman Jardine; A.C.A., 1932; (Weston, 
Whalley & Jackson), Midland Bank Chambers, Skipton, 
Yorks.; also at Harrogate and Leeds, (Lowrey, Weston & 
Whalle y). 

Worrall, Malcolm; A.C.A., 1958; (S. 1956); (*Robert O. 
Worrall & Son), 1 Bailey Lane, Breightmet, Bolton. 





Resignations 


'The Council accepted the resignations from member- 
ship of the Institute. of: 


Lewis, Norman Cyril, A.S.A.A., 1958; with Knight, 
Bland & Co, High Road Chambers, 3 Grosvenor Road, 
Ilford, Essex. 

Mounter, Ernest Walter; A.C.A., 1958; (S. 
Epsom Road, Guildford, Surrey. A 

and of me following members with effect from Decembe 
31st, 195 

§Andrews, Harry; (1958); A.S.A.A., 1932; I Ridgeway 
Park Road, Newport, Mon. 

Aris, Joseph Leslie; A.C.A., 1907; 8 Castle Way, 
Steyning, Sussex. 

§Greenwood, Norman; (1958); A.S.A.A., 1929; ‘Polefield’, 
_Padarm Crescent, Llanbadarn Fawr, Aberystwyth. 
§Orris, William Gabriel; (1958); A.S.A.A., 1921; 26 
Queen. Elizabeth's Drive, Southgate, Lomdon, N14. 
Palmer, Roy Vicary, M.M.; A.C.A., 1920; 10 Wadham 

Gardens, Hampstead, London, NW3. 

Primost, Colin Jonathan; A.C.A., 1957; 98 West Heath 
Road, London, NW3. 

Twemlow, John; A.C.A., 1926; ‘Greenbriar’, Thorney 
Hill, Bransgore, Christchurch, Hants. 

Varwell, John Browning; A. CA, 1919; c/o Saward, 

. Baker & Co Ltd, 27 Chancery Lane, London, Wez 

“Ward, Albert Frank; F.C.A., 1932; A.C.A., 1921; 
‘Pendle’, Langford’s Lane, Shaftesbury, Dorset. 

Wilkinson, Roger Buchan Graham; A.C.A., 1935; 41 


Manchester Street, London, W1. 4 
Deaths of Members . 
The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr Robert Leslie Arnison, A.C.A., Wigan. ` 
» Arthur Stanley Beamish, F.c.a., Richmond, Surrey. 


1932); 70 
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Ae John Wilson. Bramwell, ACA., Preston. 
Ronald Maxwell Browne, FCA., London. 
» Hilary Carol Howard Bull, a.c.a., London. 
js Alfred Ernest Burlock, A.C.A., Enfield, 
yy Albert. Cripwell, A.C.A. Birmingham. 
p Herbert Edward E ilby, A.C.A., Ilford. 
e John Mungo Glaister, F.c.a., ‘Siloth. 
yy George Meredith Hope, A.C.A., London. 
» Thomas Hunter, F.c.a., London. 
n Frederick George Jenkins, F.c.a., London. 
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Mr Albert Jones, AC. As, London. Se 
» Alan Taylor ‘Mather, ECA; Blackpool. a 
» Denis Stuart Robinson, s.c.a., Durban. = o 


» Leonard Jarvis Shelton, T.p., ACA. , Wolverhampton. 4 a 


» Reuben Silburn, B.A., A.C.A., London. 

» Leslie Charlesworth Simpson, F.cla., Leicester. ` 
vw Richard Albert Vivian, F.c.a., London. : 
» Eric James Waddington, a.c.a,, Mill Hill. 

» Ernest Henry West, A.C.A., Leicester; 

» James Willing, A.C.A., Waban, USA. 


DISCIPLINARY "COMMITTEE ` 


` Findings and Decisions of the Disciplinary Committee of the Council of the Institute Ger pursuant fo ` 


bye-law 103 of the bye-laws appended to the supplemental Royal Charter of Dece 


er 21st, 1948, at. 


hearings held on November 5th, 1958. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Clement 
Norman Wood, F.c.a., had been guilty of acts or 
defaults discreditable to a member of the Institute 
‘within the meaning of Clause 21, sub-clause (3) of 
the supplemental Royal Charter in that he signed the 
ccountant’s Certificate required by Section 1 of the 
Soli citors. Act, 1941, relating to the practice of a 
or, for each of four annual accounting periods 
October 31st, 1955, of that practice which he 
which he ought to have known were not 
2, 50 as to render himself liable to exclusion or 
suspension from membership of the Institute. The 
Committee found that the formal complaint against 
Clement Norman Wood, F.c.a., had been proved and 
the Committee ordered that Clement Norman Wood, 
F.c.A., of St James’s House, 44 Brazennose Street, 
eer be reprimanded. 


















A formal complaint was preferred by the Investigation 
Committee of: the Council of the Institute to the 


Disciplinary Committee of the Coyncil that Georg? ` 
Moulson, f.c.a., had been guilty of acts or defaults — 
discreditable to a member of the Institute within the 
meaning of Clause 21, sub-clause (3) of the supple- 


mental Royal Charter in that (1) being the trustee of 
the Will of a deceased person he failed to reply to or 
to comply fully with repeated requests made to him > 
during the period from October 1957 to July 1958 ` 
in relation to the affairs of “the tenant-éor-life andèr 
the trusts of that Will; (2) being the sole trustee of 
another Trust he failed toereply to or to take any ~ 
action in response to repeated requests made to him © 


during the period from May 1958 toeJuly 1958 in 
relation to the affairs of the tenantefer-life under - 


that Trust; (3) he failed to reply to four letters. from. CH ; 
the Secretary of the Institute, so as to render himself `` 


liable to exclusion or suspension from membership 
of the Institute. The Committee found that the 


formal complaint against George Moulson. F.c.a., bad 


been proved under all headings and the Committee _ 
ordered that George Moulson, F.c.a., of 22 Norfolk 
Row, Sheffield, 1, be excluded from ‘membership. of | 
the Institute. ; 


MEMBERS’ LIBRARY 


e The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
, by purchase and gifts are the following: 


ie Boss: the life and times of the British business man; 
' R: Lewis and Rosemary Stewart. 1958. deer 218.) 
*Budgetary Control and Standard Costs; by J. A. Scott. 
Fourth edition. 1958. (Pitman, 21s.) 

Business Enterprise: its growth and organization; by R. S. 
Edwards and He Townsend. 1958. (Macmillan, 60s.) 
Capital Finance and Investments of Local Authorities; by 

DA Wilhams. 1958. (Shaw, 37s 6d.) 
The ‘Changing Pattern of Distribution; by N. A. H. Stacey 
and A. Wilson. 1958. (Business Publications, 45s.) 
Controls on Company. Finance; by B. J. Sims. 1958. 
(Sweet & Maxwell, 255.) 
Costing a casting. (Association of Bronze & Brass Founders.) 
Birmingham. 1958. (A.B.B.F., 308.) 
Decision Making and Provuctivity. (Standard Motor Co); 
by S. Melman. Oxford. 1958. (Basil Blackwood, 27s 6d.) 
Economics for Students; by J. L. Hanson. Fourth edition. 
SE 8. (Macdonald & Evans, 9s 6d.) 
Roses Secretarial Law and Practice in New 
PG Harle. Fourth edition by J. D. Rose. 
1958. (Butterworth (Australia), 47s 6d.) 
ing the annotated texts of the Housing Act; 
‘The Housing (Financial Provisions) Act, 1958, 
ames. 1958. (Butterworth, 575 6d.) 















to all District 
eme, 


yave been presented by the Institut 
Society rarie: under the grant of books s 





Investment in Innovation; by C. F. Carter and BR = 


Williams, 1958. (O.U.P., 155.) 


The Practice and Law of Banking: by H. P. Sheldon. ee 


Eighth edition by H. P. Sheldon and C. B. Drover. 1958. 
(Macdonald & Evans, 35s.) 

The Profits Tax Simpliked; by A. Rez. 1958. (Barkeley 
Book, 7s 6d.) 

Sales Management: a practical guide to sales organization 

;by CL 

(Pitman, 21s.) 

Smith’s Taxation. Sixty-second edition by A. E. Bevan.” 
1958. (Advertiser Press, 145.) 

Social economics; by W. Hagenbuch. 1958. (James Nisbet, 
12s 6d.) EE 

Successful Office Manuals: how companies in various. lines 
of business are improving the office manual. (Dartnell — 
Corporation.) Chicago. 1958. (Dartnell Corporation. 
1148.) 

Taxation Manual . .. Ninth edition; by P. F: Hughes. 1958. 2 

* The Taxation of gifts and sree = by GS. A 
Wheatcroft. Third edition by G. S. A. Wheatcroft and 
M. Franks. 1958. (Pitman, 52s.) 





The Union of the twoo noble and illustre families of ` 


Lancastre &. Yorke, . . 
Grafton.) 15500(£10.)' 


1 See Weekly Note on page 731 of this issue. 


« (by Edward Halle). (Richard ` 








L. Bolling. Fourth edition by R. Tarrant. 1958. ` i 
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l LONDON CHARTERED ACCOUNTANT 
STUDENTS DINNER 


Lord Mayor among the Distinguished Personalities Present 


The forty-fifth annual dinner of the Chartered 
Accountant Students’ Seciety of London was held at 
Grosvenor House, London, on Monday, attended by 
ever 1,f00 members and guests. 

Mr W. E. Parker, epp, F.c.a., President of the 
Society, who presided, announced that Lord Rowallan, 
The Chief Scout, who was to have proposed the toast 
ef ‘The Students’ Society’, was unwell and was unable 
to attend. ‘On your behalf,’ he said, ‘I have sent him a 
message wishing him a quick recovery.’ He added that 
one of the principal guests, Viscount Monckton of 
Brenchley, President of the Institute of Bankers, had 
kindly agreed to propose the toast. 


Illustrious Presidents 


In proposing,the toast, Bord Monckton said he had 
looked at the record of what had happened during 1957 
and found they had done great work as a students’ 
body. He little realized what great opportunities fell 
to members ofthe Society until he came to the passage 
which said tkat during the year they had visited no 
less than six of the great banks and the Old Bailey. 
(Laughter.) 

He found they had also organized sports and social 
events, and ‘these things make a great contribution to 
the happiness and fullness of one’s life in any profession 
or in preparing for one’. 

He noted that the Lord Mayor of London had been 
their President for six years — a great distinction for the 


Society; Sir Harold Howitt for five years; and Lord 
Plender for thirty years. These great nanfes, and many 
others, were connected with the Society. 

Lord Monckton said he thought students were 
fortunate in studying the great art they were going to... 
practice, because, he commented with a smile, ‘I used: 
to be in the difficulty that I never knew where to find 
the crucial figure, on which side it would be, or what 
it would mean when I got to it. Those in your pro- 
fession did their best to enlighten my ignorance’. 


Year of Change 


Replying to the toast, Mr D Martin O'Regan, 
B.SC.(ECON.), chairman of the Students’ Committee, , 
said they all regretted the absence of Lord Rowallan, 
and wished to say how indebted they were to Lord 
Monckton for speaking at such short notice. 

The Society had enjoyed a year of high activity, 
excitement and change. 


‘For the past six years Sir Harold Gillett, whom we are 
glad to welcome back tonight, has been our President, and — 
we are all pleased and proud that Sir Harold should be the 
Lord Mayor of this great City of London. 

‘In Sir Harold’s six years as our President we learnt very 
much from him and his presence always added dignity to 
our meetings. We shall always be grateful to him for the 
time and interest he devoted to our affairs. 

‘This Society has always been fortunate in its choice of 
President and in Mr Parker we have found a very worthy 
successor to this long line of distinguished Presidents.’ 





At the reception: Mr W. E. Parker, ¢.s.5., F.c.a., President of the Students’ Society (centre) with (on his right) The Lor 





Mayor of London, Alderman Sir Harold Gillett, M.C., F.c.a.; Mr A. E. Samuels, LL.B., J-P The Rt. Hon. the Chairman 

of the London County Council; Mr S. P. Chambers, C.B., C.LE., Mr B. Martin O’Regan, B.sc.(zcon.), Chairman of ‘the 

Students’ Committee; Mr Alderman ang Sheriff R. E. Perring; and (on the President's left) Viscount Monckton of 

Brenchley, P.C., K.C.M.G., K.C.V.0., M.C, OG: The Rt. Rev. Francis E Lunt, war Mr W. L. Barrows, LL.D., J.-P., F.C.A., 
President of the Institute, and Mr Sheriff J. E Evan Cook, J.P. 
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In the past year, he continued, the Society had 
erganized lectures, visits to banks and to industrial 
firms, mechanized accounting demonstrations, and 

« had continued to hold hectic and instructive residential 
, courses at Oxford and at Cambridge. In addition, a 
very strong and flourishing debating group continued 
To put the world right on Tuesday evenings, and the 
“dances and sports sections were increasingly popular. 


“The stimulus of integration has increased our numbers 
to well over 7,900 and we are very glad to welcome all those 
new members here tonight. We have opened a new branch 

“at Reading, and it is hoped that the Bedfordshire branch, 
which has been active for many years, will shortly be 
formed into an independent society.’ 


Resilience and Independence 


Mr O'Regan said he wished to thank all the principals 
who took an active interest in the Society, whether as 
lecturers, or instructing their articled clerks to attend. 

“It is one of the great sources of strength and of weakness 
that this profession is split up into thousands of small indi- 
vidual units and firms. This delegation gives a tremendous 

_ resilience and independence to the affairs of the profession, 
but it is also a weakness as in some things a little more 
„uniformity, co-operation and acceptance of conventions 
would be desirable. There appears to be an unawareness, a 
. Strange unawareness, that there are other people and other 
firms in this same profession. 
‘It is at the level of the articled clerks that the Students’ 
jociety. endeavours to remedy this deficiency by bringing 
people together and giving them as much as we are able, a 
corporate feeling’. 

It was with pride, said Mr O’Regan, that the 
Society had learned of the appointment of Mr Parker 
as chairman of the Institute’s committee on training 
and education for the profession. The committee 
of the Society would be sending in a submission 
which, while he thought it would contain that energy 
and perhaps idealism which should and ought to be 
found "mn the. younger generation of any dynamic 
society for it to stay alive, he hoped would also show 
that the younger generation had got a touch of realism 
and a good sense of what was practical. He continued: 
T "Ar a conference at Bristol last Friday and Saturday, 
articled clerks representing twenty-five students’ societies 
dn England and Wales discussed at some length this prob- 
lem. Many ideas have emerged. For instance, one small idea 
that could be of great practical benefit was that the dates of 
the Intermediate and the Final examinations should be 
staggered; that is, instead of the Final following one week 
after the Intermedigte, there should be a gap of a month or 
more between the two. 

“This woud stop that mad exodus, rather resembling the 
flight into Egypt, when some offices are greatly handicapped 
by the absence of both Intermediate and Final candidates 
being on study leave at the same time.’ 

Proposing the toast of “The Visitors’, Mr Parker 
said how much the Society owed to the work of Mr 
O’Regan and his committee, to Mr Carter, the Secre- 
tary, Miss Large, Assistant Secretary, Miss Gill, who 
had acted on this occasion as the dinner secretary and 
deserved special mention, and to all the others who 
had toiled-and laboured to administer and foster the 
activities of this very large and active body. 

“In welcomihg the guests, Mr Parker paid a special 
tribute to the Lord Mayor, saying: 

| ‘As President of this Society for the past six years, he 
knows it far. more intimately than I do, but as Lord Mayor, 
he cannot begin to know the depth of our pride in seeing 
him in his present dignity and in having him ‘tt this dinner 
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The Lord Mayor of London, Alderman Sig Harold Gillett, 
M.C., F.C.A. (left), with Sir Harold Howitt, G.B.E., D.S.0., 
M.C., D.L., F.C.A. 


with his entourage, and in being able to claim the Lord 
Mayor of London as a member of this Society and its 
immediate Past President.’ 

The members of the Students’ Society should feel 
proud indeed that so many great men had paid them 
the compliment of coming to this dinner, he said. ‘I 
will tell you why these great men have reached their 
exalted positions — because they have the ability to 
think, and that is the most important single attribute 
you must cultivate if you are to do justice to. the 
profession you are training to enter.’ : 


Good Friendship 


Alderman Sir Harold Gillett, M.C., F.c.a., the Lord 
Mayor of London, responding, said in the course of 
his speech: : 

‘I owe the position I hold today to the fact that in 1908. 
I became an articled clerk with a firm in Coleman Street. 
I attribute all my success to the training I received’ as a 
chartered accountant. 

‘On behalf of the visitors, I do thank you very much for y 
the wonderful evening you have given us here tonight, the 
hospitality and, above all, that enormous amount of good- 
friendship, because it is on good friendship that a profession 
such as this is based.’ 

As the head of the Livery, he wished the students 
the greatest of good luck in the years to come, good 
luck in their examinations and in their future lives. It 
was their own example of integrity and well-doing that 
would lead to their success in the years ahead. 

The toast of ‘The Institute of Chartered Accountants 
in England and Wales’, was proposed by Mr S. P. 
Chambers, C.B., C.LE., who said that the profession 
offered a great future. Members of the Institute reached 
the highest office$ in civil life ~ an outstanding example 
being the Lord Mayor of London. 


OI 


No Lack of Success 


In his response, Mr W. L. Barrows, LL.D., EA. 
President of the Institute, said: 


_ ‘Some years ago at a function such as this the system of 
articled clerkship as compared with the apprenticeship 
scheme of the old livery companies as follows: “Our own 
Institute’s system of apprenticeship for articled pupils and 
its supervision of professional conduct are not so very 
different from the practices of mediaeval guilds in regard 
to these matters.” Around you are many products of the 
Institute’s system, which *does not indicate any lack of 
success; but alive to the changing needs of the community 
and particularly to the problem of recruitment, the Council 
of the Institute to which you aspire to belong, has set up a 
committee under the chairmanship of your President, Mr 
Parker, to investigate the whole field of education and 

ining for entrants to the profession. * 

‘Recently you were requested by the chairman of your 
committee to submit views and suggestions to your Secre- 
tary in this connection, and | hope that many of you will 
have done so; as you must realize, in considering proposals 
of this sort it is immeasurably more satisfactory if one knows 
the thoughts of those who are directly affected, and it is 
essential to get views from as many quarters as possible. 

‘Your President must be a very proud man in having the 
first citizen of the City of London here tonight, and before 
he goes I woui like to tell the Lord Mayor how honoured 
we are that a member of the Institute and its Council should, 
this year, be in that outstanding position. 

‘I was recently looking up The Accountant of fifty years 
ago and I wasginterested to see that in those days your 
Students’ Society used to have a number of Ten-minute 
Papers. On April ist, 1908, there were two, the first on 
“Secret Reserves”, given by R. Kettle, now Sir Russell 
Kettle, and the second on “Depreciation of Horses”, by 
Rodway Stephens ~ shades of a leisurely age.’ (Laughter.) 

Mr Barrows went on to refer to the care taken by the 
Examination Committee in preparing the examination 
papers and concluded: 

‘Those of you present tonight, who hope for membership 
of our great Institute, have the future of the profession in 
your hands, I wish I could put the clock back and share with 
you the wonderful opportunities that lie ahead.’ 


The Company 
Among those present were: 
Alderman Sir Harold Gillett, M.C., F.c.a. (The Lord Mayor 
of London), Mr W. L. Barrows, LL.D., F.c.A. (President of the 
Institute); Mr S. P. Chambers. Cp. C.LE. (Deputy Chairman, 
Imperial Chemical Industries Ltd); The Rt. Hon. A. E. 
Samuels, LL.B., J.P. (Chairman, London County Council); Mr 
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C, U. Peat, M.C., M.A, F.C.A. (Vice-President of the Institute); 
Sir Harold Howitt, G.B.B.,.D.S.0., ME DCL D FCA 


(a Past President of the Institute; a Vice-President of the 


Students’ Society); Viscount Monckton of Brenchley, PCy 
K.C.M.G., K.C.V.0., M.C., Q.C. (President, Institute of Bankers); 
The Rt. Hon. Lord Ebbisham, T.D. (President, London. 


Chamber of Commerce); Sir Harold Barton, F.c.a. (a Past 
President of the Institute; a Vice-President of the Students’ 
Society); Sir Thomas Robson, M.B.E., M.A., F.C.A. (a Past 


President of the Institute; a Vice-President of the Students’ 
Society); The Rt. Rev. Francis E. Lunt, M.a. (Bishop of 
Stepney), Mr Sheriff J. E. Evan Cook, j.p.;*Mr Alderman 


and Sheriff R. E. Perring. 
Mr William Jackson, F.a.c.c.a. (President, Association of 
Certified and Corporate Accountants); Mr 


J. W. Hough, — 


O.B.E., F.LM.T.A., F.S.A.A. (President, Institute of Municipal — 


Treasurers and Accountants), Sir Edmund Compton, K.B.E., 


Cp. (Comptroller and Auditor-General); Sir Alexander | 


Johnston, K.B.E., C.B. (Chairman, Board of Inland Revenue); 


Mr Douglas A. Clarke, LL.B., F.C.A. (a Vice-President of the ` 


Students’ Society), Mr E G. Hardman, F.c.1.s. (President, 
Chartered Institute of Secretaries); Sir Theobald Mathew, 
K.B.E., M.C. (Director of Public Prosecutions), Sir Harold 
Webbe, M.P., C.B.E., B.A., D.L. (Member of Parliament for the 
City of London); Mr J. S. Wilson, c.a. (Chairman, Associa- 
tion of Scottish Chartered Accountants in London); Mr E. 


Kenneth Wright, M.a.,F.C.A. (a Vice-President of the Students’ 


Society); Prof. Sir Arnold Plant, 8.sc.(Bcon.), B.com. (St 
Ernest Cassel Professor of Commerce, University of London); 
Sir Sidney Roberts, M.A. (Master, Pembroke College, Cam- 
bridge); Mr J. A. Jackson, F.c.a. (a Vice-President of the 





Students’ Society); Mr Brian Manning, D.L., J.P., EA ` 


(a Vice-President of the Students’ Society), 


Sir Bruce Wycherley, M.C., F.c..s. (Managing Director; 
Abbey National Building Society); Vice-Admiral H. P. 
Koelle, cp. (Vice-Admiral Supply); Mr Geoffrey Lawrence, © 


Q.C. (Vice-Chairman, General Council of the Bar); Mr R. P. 
Matthews, J.P., B.COM., F.C.A. (Hon. 


Treusurer of the. 
Students’ Society); Mr C. Fitzherbert (Vice-Chairman, - 
Barclays Bank); Mr Leslie E. Peppiatt (President, The Law. 


Society); Mr J. L. Watney, T.D.; (Master, The Mercers’. 
Company), Mr F. Keighley (Chief General Manager,” 
National Provincial Bank); Mr R. A. O. Bridge (Deputy 


Chief Cashier, The Bank of England); Mr J. H. James, Cp. 
(Deputy Master, The Royal Mint); Mr E H. Nichols, T.D., 


B.A., LL.B. (Town Clerk, City of London), Mr F. G. Fleury) 


(President, Royal Institution of Churtered Surveyors); Mr 
C. D. Morley (Secretary, Council of the Stock Exchange); 
Mr Martin O’Regan, B.sc.(gcoN.) (Chairman of the Come 
mittee of the Students’ Society); Mr A. W. C. Dascombe 
(Secretary, The Bank of England). 

At the conclusion of the evening the company was 
entertained with a selection of folk songs by Mr Owen 
Brannigan. 


Society speaking at the dinner. 
Left to right: Mr 
Chambers, the Lord Mayor, 
Mr Parker, 
Monckton, Mr W. L. Barro 

and Mr E. A. Samuels. L 


S. Pe 


Viscount g 






The President of the Students” — 
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EXETER CHARTERED ACCOUNTANTS’ DINNER 


“The annual dinner of the Exeter and District Branch 
of the Bristol and West of England Society of Chartered 
Accountants was held at The Imperial Hotel, Exeter, on 
‘Friday, December sth. Mr N. G. Webber, F.C.A., 
Chairman of the Branch, presided over the company 
of 170.members and guests, and among those present 
were Councillor P. A, Spoerer, Deputy Mayor of 
Exeter; Alderman J. G. Warne, Sheriff of Exeter; 
Mr W. H Lawson, C.B.E., B.A., F.C.A., Immediate 
Past President of The Institute of Chartered Accoun- 
tants in England and Wales; Mr R. Dudley Williams, 
‘Member of Parliament for Exeter; Dr J. W. Cook, F.R.S., 
Vice-Chancellor of the University of Exeter; Alderman 
A. L. Goodrich, Ex-Mayor of Torquay; Mr J. S. 
Carter. M.A., Headmaster, Blundell’s School, Tiverton; 
and Mr R. E. Foster, B.SC., F.R.1.C.S., PAI, Chairman, 
‘Exeter Chamber of Trade. 





Exeter’s Long History 


he toast of. ‘The City and County of the City of 
ter’ was proposed by Alderman A. L. Goodrich 
¿who referred to Exeter’s long history and spoke of 
the re-building of the City since its severe bomb damage 
> Second World War; the See he said, 
the pride of Devon. Councillor P. " Spoerer 
ponded to the toast, 
Proposing the toast of ‘The Institute of Chartered 
Accountants in England and Wales’, Mr Carter said 
that he felt no organization could have self-respect 
unless it had self-discipline and a sense of service. 
"Zou have got both those things’, he added, ‘and I am 
‘sure that is why we in this country and throughout 
‘the world hold you in such great esteem.’ 
Mr ‘Lawson responded to the toast and expressed 



















PERSONAL 


‘Messrs Moopre, Younc & Co, Chartered Account- 
ants, of 203 Regent Street, London, W1, announce 
that as from Monday, December 2and, their address 
will be Eagle House (West. Block), 109 Jermyn Street, 
London, SW1. 

"Messrs J ones, ROBATHAN, THOMPSON & Co, Char- 
tered Accountants, of Mercantile Chambers, 13 James 
Street. Cardiff, announce that as from December 6th, 
1958, their London offices have been removed to 
ST Burlington Street, Burlington Gardens, London, 

EE 

Measps WHINNEY, Murray & Co, Chartered 
_ Accountants, of 14 Meir, Antwerp, announce that they 
have opened a branch office in Holland, at 41 Groot 
ginnelaan, The Hague. The office will be in 
e of Mr J. S. Ross who has been for many years 
ı their service. 
on SMITH, Bricos & Co, Chartered 
nounce that as from December ‘6th, 
Bristol. office formerly situated at 
: berg, Bristol, 1, has been removed to 
», Quay Street, "Bristol, 1. The tele- 
ristol 22108) remains ‘unchanged.. 

















the hope that members of the Institute would be 


continually challenging the form of accounts in an ` E 


objective spirit to ensure that a fair state of affairs 
was presented. 

He went on to say that accounting practices should 
not be accepted without challenge just because they — 
had always been carried out in a certain way in the 
past. As an example of Oe" Kind of thing he meant, ` 
he suggested that it might be fairer to shareholders 


if depreciating assets were shown on the other side ` — 


of the balance sheet. bd 


Wéll-attended Meetings gs 


The toast of “The Guests’ was proposed by Mr Webber 
who commented on the good attendance at Branch ` 
discussion meetings and at lectures. Referring to. his’ 
own business, he said that his company was always 


willing to accept whatever recommendations or del, — 


sions the accountant might put forward. This, he felt, 
was a great reflection on the honesty and integrity ` 
of the profession. He addetl: ‘I believe the standing 
of the profession is such that one can happily open 
up one’s business and say ‘‘In you come: look at ` 
everything”. I believe the high regard in which. the 
profession is held is by virtue of that faet.’ 


The response to the toast was made *by Mr Foster SE 


who commented: ‘I thought that at this time of year ~ 


when notices of assessment flowed into your. offices, | 


your demeanour would be one of funereal gloom, but ` 


I am glad to see that you can shake off your troubles 
and cares on behalf of your clients and enjoy yourselves 
in the way we have seen this evening. That is a very 
great attribute.’ 


Notes and Notices 


Messrs Lanpau, Mont & Scott, announce. that. 


their Ilford office formerly situated at 1354 Green E 


Lane, Ilford, Essex, has been removed to- 247126 
The Grove, Stratford, Ee, Telephone: Maryland 
6848-9. 

Messrs H. P. Goutp & Son, Chartered Accountants, 


of 8 Upper King Street, Norwich, announce that Mr 
E. F. DE CARLE SMITH, F.C.A., who has been a partner 


in the firm since 1921, retired from the partnership as 
from November sth, 1958: he will, however, continue: 


to be available for consultation. As from the same date, 


Mr Joun Turner, A.C.A., who has been with the firm 
for some years, has been admitted ‘to partnership. ` 


Messrs Granams, Rinrout, Hay, Bett & Co, | o 


Chartered Accountants, of 105. St. Vincent Street, 


Glasgow, C2, announce that Mr WILLIAM STRATHERN ` — 
“HENDERSON, C.A., and Mr WILLIAM CAMPBELL ALLAN, — 
c.a., have been admitted into partnership. ‘The name ` E 





of the firm remains unchanged. 


PROFESSIONAL NOTES 


Mr Cecil C. ‘Taylor, J.P., F.c.a., has been appointed : = 
deputy chairman of Morrison & Jones Ltd. o : 








X 


Mr H. Prevezer, F.c.A., has joined the board of the 
Séuth American Assets Co Ltd. ` f 
"Me L. Walker, F.c.a., has been co-opted to the 

board of Hide & Co Ltd. 

Mr R. D. Little, A.C.A., A.c.LS., A.M.B.1.M., has been 
appointed secretary and financial controller of Simplex 

` Electric Co Ltd, Stoke-on-Trent. 

Mr R. M. Menzies, A.C.A., chief accountant to the 
Vitamins Group, has been appointed to serve on the 
Technical Advisory Committee of the British Institute 
of Management, concerned with management account- 
ing. ` 

Mr N. Hiriton, A.C.A and Mr P. D. Taylor, A.C.A., 
executives of Simon-Carves Ltd, have been appointed 

“to the board of its recently acquired subsidiary, 
odge-Cottrell. s ; 
` Mr Geoffrey A5 Robinson, A.C.A., AHA. has been 
appointed secretary to the board of governors and 
chief financial officer of The National Hospitals for 
Nervous Diseases, Queen Square, London, 
Mr Aidan L. F. Fuller, A.C.A., chief accountant of 
Robert Marriott Ltd, has been appointed secretary 
of the company. 
Mr T. E. Steel, p.t.p C.A, chief accountant of 
Ransome & Marles Bearing Co Ltd, has been appoint- 
ed secretary. 


MEMORIAL SERVICE 
Ms Montagu Gedge, Q.C. 


A memorial service for Mr Montagu Gedge, Q.C., 
whose death was announced in our issue of November 
29th, was held at St Michael’s, Cornhill, London, 
on December sth. The Archdeacon of Hackney offi- 
ciated and among those present were members of the 
accountancy and legal professions. 


IN PARLIAMENT 
Shares: Hire-purchase 


Mr ArsuTuNot asked the Chancellor of the Exchequer 
what action he is taking to correct the anomaly by 
which the joint-stock banks are discouraged, by 
directive, from lending money for the purchase of 
shares, while hire-purchase finance houses can, and 
do, finance the purchase of shares on hire-purchase. 

Mr ErroLL: The banks have been asked, in framing 
their advances policy, to have regard to the guidance 
my right hon. friend the Chancellor of the Exchequer 
gave to the Capital Issues Committee on July rst last 
that borrowing intended to finance the speculative 
buying or holding of shares, material or real property, 
should be discouraged. I note that a recent scheme for 
the purchase of shares on hire-purchase includes a 
provision specifically designed to prevent the use of 
the facilities for speculative purposes. I am glad to 
take this. opportunity to say that I deprecate credit 
financing for speculative purposes. 


Hansard, Nov. 28th, 1958. Written Answers. Col. 85. 
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& Sterling: Value GC 

Mr Lewis asked the Chancellor. of the Exchequer 
whether he will publish in Hansard a table of the 
figures giving the rise and fall in the purchasing value.. 
of the £ sterling for each of the months from January 4 
1951 until December 1951, compared with January 
1958, until the latest convenient stated monthly date, 
taking the £ as having a purchasing value of zos in. 
January 1951. (3 

Mr ErroLL: Yes. D Se 

The internal purchasing power of the £, taking 
January 1951 as 20s, is shown below: 














1958 
sod 
January 13 TI 
February IR 2 
March .. 15 I 
April 14 11 
May 14 Tt 
June 14 10 
July 15 r 
August. . I5 1 
September I5 I 
October 14 II 
November 
December 





The above figures are based on movements in the / 
retail price indices during 1951 and 1958 and the — 
change in the consumer price index between 1951 and 
1957. : 

Hansard, Nov. 27th, 1958. Written Answers. Col. 80. ` 


Company Balance Sheets 


Mr Lewis asked the President of the Board of Trade ` 
whether he will take the necessary action to amend the — 
1948 Companies Act to ensure that all private com- 
panies shall, on the written request of ten or more 
shareholders, or of the holder of more than {100 of thè 
capital, issue an audited balance sheet of the company. 
Mr J. Ropcgrs: The Act already gives all share- 
holders and debenture holders in every company the 
right to receive a copy of the audited accounts, 
including the balance sheet. Other creditors, including 
depositors, do not have this particular right but, ag ` 
my right hon. friend explained to the hon. Member in ` 
his reply on November 20th, unpgid creditors can 
petition the Court for the winding-up of the company, — 


Hansard, Dec. 2nd, 1958. Written Answer$. Col. rog. 


ECONOMIC CONDITIONS IN BENELUX ` 


The latest survey in the series on economic conditions: 
of member countries of the Organization for European 
Economic Co-operation covers the three Benelux © 
countries. The booklet is obtainable from H.M. 
Stationery Office, price 2s 6d. 
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INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


London Branch Students’ Course 


“Over eighty registered students of The Institute of Cost 
and Works Accountants attended a successful one-day 

- course at the Regent Street Polytechnic, London, W1, 
on Saturday, November 22nd. The course was devoted 
fo the principal subjects of the Institute’s examination 
syllabus, ineluding accountancy, cost accountancy, 
and production methods and services. 

"The speakers included Mr H. W. Calvert, a.c.w.a.; 
Me F. Cheetham, a.c.w.a.; Mr I. C. Coombs, A.C.A., 
F.c.W.A.; Mr W. A. Evans, F.C.W.A.; Mr E. J. Gee, 
A.C.W.A.; Mr C. G. S. Jennings, F.c.w.a.; Mr J. F. 

Keen, F.c.w.a., Mr L. W. J. Owler, a.c.w.a., F.C.LS.; 
"Mr W. A Patmore, A.c.W.A., A.A.C.C.A,, F.C.LS. 

© The course was organized by the committee of the 
London Branch, of which Dr J. M. S. Risk, B.COM., 
C PH.D., C.A., F.C.W.A,, A.C.LS., is President. 








_ REGIONAL COST CONFERENCE 


London Regional Cost Conference of The Institute 
£ Cost and. Works Accountants was held at the 
aught Rooms, London, recently. The main 
„was the Rt. Hon. Nigel Birch, former 
conomic Secretary to the Treasury, who spoke on 
_ ‘Current developments in European trade’. 
“At the afternoon session, members discussed papers 
by Dr G. A. Kohnstamm and Mr S. C. Tyrrell, 
O EROWA, F.B.LM., on, respectively, ‘European | inte- 
_ gration: ‘the continental viewpoint of the economic and 
other factors which lead to the Common Market’, and 
‘A European Free Trade Area: problems and opportuni- 
ties for the management accountant’, 













TBE INSTITUTE OF INTERNAL 
AUDITORS 


London Chapter’s Conference 


The annual day conference of The Institute of Internal 
 Auditor’s London Chapter was held at The Kingsley 
Hotel, Bloomsbury Way, London, on Friday of last 
week. At the morning session, under the chairmanship 
of Mr J. O. Davies, F.c.a., the Chapter President, 

` papers submitted by overseas members were discussed; 
2 subjects included: Defalcation in Ceylon; Defalcation 
. in. Johannesburg; Internal check for African soccer; 

‘Work of a productivity. group in undertaking efficiency 

assignments. interesting talk on ‘Advertising’ 

was also given by Mr P. R. Kemp, of Birds Eye Foods 
Ltd, using ‘visual aids’. 

At the afternoon session, when the chair was taken 

by Mr G. W. Morse, A.C.A., Chapter Vice-President, 

` Mr Bernard S. Wheble, B.COM., F.1.B., of Brown, 

` Shapley & Co Ltd presented a paper entitled “The 
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hall of tradition’ (commercial credits finance), and ee 
an address on ‘Integrated data-processing’ was: given =~ 


by Mr P, C. Elliott, A.C.A., the Shell Petroleum Co 
Ltd. 

The speakers at the various sessigns and the editor 
of The Accountant were guests of the Chapter at the 
conference luncheon. 


SUCCESS OF R.A.P.C. COMMISSION 
SCHEME 


Largely as a result of publicity given earlier this year ` 
in this and other professional Journals, - the War ` 


Office states, the scheme for gganting qu alified accoun- ` 
‘ommissions inthe Royal 
Army Pay Corps has met with such success that it he ae 


tants direct National Service 


now been terminated. 

Opportunities still exist, howefer, for the geant 
of direct Short Service Commissions, and the War 
Office is always anxious to receive applications: for 
permanent regular commissions. : 

National Service commissions, of course, continue. = 
to be available to National Servicemen. during the ` 


course of their training; it is only commissions granted ` ` 


prior to joining that have been curtailed, ee 


CENTRAL LONDON DISCUSSION GROUP 


The next meeting of the Central London Discussion ` 1 
Group of the London and District Socjety of Chartered. 


Accountants will be held next Wednesday, December 
17th, at 6.30 p.m. at The Lamb and Flag, 33 Rose 
Street, (off Garrick Street), Covent Garden, London, ` 
WCS, when Mr L. F. Coker, of the Northern Assur- ` 
ance Co Ltd, will speak on ‘Some comments on the — 
White Paper on state pensions’. Light refreshments ` 
will be available from 6 p.m. Those intending to be ` 
present are asked to communicate with the honorary — 
secretary, Mr Stanley Dent, A.C.A., 71 Great Russell ` 
Street, London, W1. Telephone: Chancery 477a ` 





ANNOTATED TAX CASES 


Part 5 of Volume XXXVII of the Annotated Tax Cases, 


edited by Mr Roy Borneman, Q.c., is published today 
and contains reports, with notes on the judgments, of | 
the following cases: Independant Television Authority. 


and Associated-Rediffusion Ltd v. C.LR. (hD) °° 


Newton v. Federal Commissioner of Taxation (P.C) 
Chick v.. New South Wales Commissioner of Stamp. 
Duties (P.C.); The Public Trustee (Lord Northeliffe’s 
Trustee) v. C.ILR.(C.A.); Pye-Smith v. CR (Cb.D.); 
Coats’ Trustees v. Lord Advocate (C.S); West: o 


Phillips (Ch.D.); Thomson v. Moyse (Ch.D); Fry v. 
CIR (C.A); Bullock v. Unit Construction Co LH 


(Ch.D.). 
The annual subscription to the Annotated Tax Cases ; 
is 30s, post free; the publishers are Gee & Co (Pub- 


lishers) Ltd, 27-28 Basinghall Street, London, ECa2. ee 
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CHARTERED ACCOUNTANTS’ 
. HOCKEY CLUB 


Institute XI 2 Law Society XI 2 


The tenth annual match between the Institute and the 
Law Society resulted in a draw of two goals each. The 
Institute took the initiative from the start and pressed 
the Law Society. 3. Cecil obtained the first goal 
which rebounded off the goalkeeper’s pads into the net. 
The Law Society forwards attacked frequently but 
S. N. Elgar made some ood clearances and M. A. 
Charlton and G. A. Davis broke up a number of Law 
Séciety sorties. 

The Law Society forwards played a forceful game 
after half-time and the Accountants’ goal-mouth was 
frequently in danger. D. Cecil broke,away again and 
s@ored a second fime for the Accountants. S. J. 
Titcomb almost secured a third goal but was robbed 
of the ball on the point of shooting. The latter part 
of the game saw the Law Society forward line gaining 
greater cohesion and, in the gathering gloom, two goals 
were scored by them in quick succession to bring the 
game to an end with an even score. 






The Institute Hockey XI: Standing, 


THE 
ACCOUNTANT 


left to right: S. D. Rathbone (Reigate); 
S. J. Titeemb (Keymer); S. N. Elgar (Hampstead); A. Lawes (Richmond); 


al 
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RESTRICTIVE PRACTICES 
REPORTS 


The first two parts of a new series of reports of cases 
heard before the Restrictive Practices Court have now 
been published by The Incorporated Council of Law < 
Reporting for England and Wales. Apart from decisions 
reached by the Restrictive Practices Court, the new 
series will also include decisions of the High Court in 
cases arising under the Restrictive Practices Act of 
1956, together with appeals. © 

Part I of Volume I deals with the cases of: In re 
Austin Motor Co Ltd's Agreements; In re Chemists’ 
Federation Agreement; County Laboratories Ltd v. 
J. Mindel Ltd; Dunlop Rubber Co Ltd v. Longlife Battery 
Depot (a Firm); Goodyear Tyre and Rubber Co (Great 
Britain) Ltd v. Lancashire Batteries Ltd. Part II of the 
new volume reports on In re Chemists’ Federation 
Agreement (No. 2). 

The reports will be published in parts as soon as 
practicable after judgment has been given. Each 
volume will consist of approximately 500 pages at a 
subscription rate of £8 8s per volume, post free. 





M. A. Charlton (Rickmansworth) Captain; 
D. Cecil (Dulwich). Kneeling (left to right): 


G. A. Davis (Merton); A. C. A. Myers (H.A.C.); B. Clarke (Purley); M. H. Waller (Dulwich); J. A. Hume (Barnet). 
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To our muny friends and 
readers the world over, we 
extend our good wishes for 
a Happy Christmas and a 
Bright and Prosperous New 


Year. 
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How to Increase 


Business Efficiency . 


HE contribution which the trained Accountant is making 
l towards business efficiency is daily being demonstrated in 
countless boardrooms and executive suites, In addition, th® 
services which the accountant in public practice is now giving 
to industry and commerce are steadily becoming more impressive 
both in volume and variety. These situations are widely acknow- 
ledged and accepted but they often inspire a very fair question — 
where and how does the accountant acquire the esoteric knowledge 
to enable him expertly to advise the experts? e 
The process is largely one of evolution. Both the examination 
curricula of the professional bodies and the practical experience 
which the clerk obtains in his master’s office are designed to give 
him a general rather than a specialized training. Die first is the 
broad base which gives the embryo accountant balance. Then 
comes the invaluable period immediately after qualifying when 
the new-fledged member, relieved of examination responsibilities, 
fairly finds his feet as he learns the finer techniques of his job. 
It is at this stage that he forms predilections as to the ultimate 
course of his career. If he elects to concentrate on management 
accounting, either in an advisory capacity as a practising account- 
ant or by obtaining a whole-time position in industry, he will 
almost certainly discover that the first few years in his new field 
are as educative as any that have gone before and that, in order 
to make the most of them, he will no doubt find that he has to 
consolidate and expand his practical éxperience with a measure 
of specialized reading, particularly the kind which puts the 
subject properly in perspective without undue elaboration. 
Into this category of reading assuredly falls the new publica- 
tion of the Council of The Institute of Chartered Accountants 
in England and Wales, referred to in a Weekly Note in our last 


D D D . . 2 
issue.! Its purpose is to give an outline of a number of effective 


ways of promoting efficiency, the methods illustrated being 
applicable to as many businesses as possible with the reservation 
that its treatment of the subject is not exhaustive and that, in a 
field of such magnitude, finality cannot be reached in forty-five 
pages. 

The notes are divided into nine sections, the first two of which 
deal respectively with materials and labour. Methods of control 
over the ats oat ne storage and usage of materials 


ieee of Chartered Accountants in Gerbe and Wales, Moorgate Place, 
London. 5s (inclusive postage, except airmail). 
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are suggested and the importance of holding the 
balance between having adequate stocks to ensure 
continuity of production and locking up capital by 
carrying a permanent surplus is emphasized. 
Involved, however, as are the problems of super- 
vising the movement of inanimate material, they 
have not the complexity of those connected with the 
measurement of the performance and cost of labour 
‘where so many factors human and otherwise — 
absenteeism, overtime, casual labour and individ- 
ual temperament are a few — have to be reckoned 
with. The main considerations*are the assess- 
ment of the performances of individuals, groups 
and departments with special regard to the 
relationship between quality and quantity and, 
needless to say, the methods by which labour 
is remunerated. The records kept should have 
three main functions to measure actual per- 
formance both as to volume and standards of 
workmanship; to provide the data to enable 
a satisfactory wages structure to be operated; 
and to be instruments for the control of labour. 
The next section—on fixed assets—is as 
informative as any. Here again the importance 
of having adequate records to ensure that the 
most economic use is being made of that portion 
of the capital employed invested in property 
and plant, is stressed. Among other matters 
reviewed at some length are the allocation of 
expenditure between capital and revenue, depre- 
ciation, inspection and maintenance and operating 
efficiency. Statistics should also be available, it is 
suggested, concerning the running performance 
of specific items of machinery as well as details 
of plant utilization and such ratios as, for example, 
sales as a percentage of the cost of fixed assets, 
the cost of fixed assets per employee and the 
power consumption and installed horse-power 
per manual worker. In many an ostensibly 
ewell-run company with apparently fully adequate 
records, information regarding the history and 
capacity of fixed assets is very often hard to 
come by. The observations of the Council on the 
need for more detailed documentation and the 
uses to which it may be put deserve careful study. 
The three principal heads of expenditure 
in most businesses are materials, labour and 
fixed assets. It is logical, therefore, that in view 
of what has gone before, the fourth section of the 
Council’s notes should deal with the control 
of expenditure. The main method suggested is 
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budgeting and in the fifth section—on sales 
and distribution—budgets are again recom- 
mended as the principal means of gauging the 
efficiency of the selling side of an organization. ` 

The last four sections are devoted to some 
over-all checks which may be imposed. The 
first of these explains the ways of keeping a 
watch on the relationship between” volume of 
output and cost by means of break-even charts 
which may assist, also, in the making of profit 
forecasts and in policy decisions regarding new 
lines. Price determination is covered in the 
next section and, although it may seem obvious 
to say so, the selling price depends on the 
maintenance of proper cost records integrated 
or reconciled with the financial books. 

Consideration of the return to be expected . 
on capital employed and ways of determining 
its sufficiency, occupy eight pages — the longest 
single section of the notes. The ratio of profit 
earned to the money invested to earn it has, the 
Council submits, three main uses—as a check 
on the operating efficiency of the concern as a 
whole; as a direction post to the trend of future 
development, if any is contemplated; and as a 
mirror reflecting the efficiency of management. 
The question as to what return on capital should 
be sought is also important. The notes end with 
a final section on financial management — some 
precepts, with an example, on cash budgets. 

In an article! on a previous Council publication, 
Notes on the Allocation of Expense- which>4 
incidentally, may profitably be re-read in conjunc- 
tion with the above-mentioned section on the 
control of expenditure — we said that the impres- 
sion that the subject-matter did not appear 
profound to an accountant might have been an 
illusion caused by the Council’s skill in clarity 
of exposition. The same remark could equally 
well be applied to this latest publication which 
is written so lucidly as to make the subject 
seem simple. The principal points to be taken 
are iterated with unmistakable cogency. These 
are that constant vigilance, with an eye to 
effecting continuous improvement, is essential 
if the efficiency standards of a business, measured 
in comparative terms, are to aspire to the absolute 
and that every pound of capital, as well as 
every ounce of labour, must be deployed if a 
business is to maintain economic independence. 
1 The Accountant, November 24th, 1951. 
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Principles of Double Taxation Relief ` 


by PETER D. TAYLOR, A.C.A. 


‘SIR? 

‘Come in John.’ 

‘Can you spare me a moment, please?’ 

‘Certainly. What’s the trouble? Consolidated 
accounts still bothering you?’ 

“Yes; but I’ve another trouble now. Double 
taxation.’ 

‘Were all in the same boat, John. What do 
you want to know?’ 

‘I’m afraid I just can’t make head or tail of 
the subject, sir.’ 

“Well, like all these difficult subjects you have 
to find the main principles and be quite clear 


' about them before going into the mass of detail.’ : 


‘Are there any principles? . 

‘Indeed there are, John. You know what we 
mean by double taxation relief?’ 

‘Yes, sir. We are trying to avoid the payment of 
U.K. tax and foreign tax, on the same income.’ 

‘Right. Well it’s.done in three ways: first by 
a specific double tax agreement. between this 
country and certain foreign’ countries. The 
general authority for these agreements is given 
under the 1952 Income Tax Act: Just a minute, 
DU tell you which section.’ 
` “Should I try to remember the section, sir?’ 

. ‘Yes, John, make a note of it; it helps you to 
get the whole subject into perspective. Here it is: 
Section 347. And some of the details are con- 


í “tained in the Sixteenth Schedule.’ 


‘I’ve got that, sir.’ 
* * # 

‘Next, John, is unilateral relief. Section 348.’ 

“Unilateral means one-way, doesn’t it sir?’ 

‘Correct. Relief is given to the U.K. taxpayer, 
without there necessarily being any similar 
relief available to the foreign taxpayer. Unilateral 
relief applies where there is no specific double 
taxation agreement.’ 
. ‘Shall I make a note, sir?. What section was it?’ 

‘Section 348, and details are in the Seven- 
teenth Schedule. Finally John, if neither of these 
apply, the foreign tax may be deducted from 
the foreign income before tax is charged over 
here. Incidentally, I think that it’s an Inland 
Revenue toncession.’ 

‘That’s not full relief then, sir?’ 

‘No, John, only partial.’ 


1See the author’s ‘Principles of Consolidation’,. 
Accountant, November 26th, 1955. 


The 


“To recap., sir; I thought you. said that uni- 
lateral relief’. always applied if there was no 
agreement.’ 

“Yes it does, but there may be cases where 
foreign tax is paid though the rules of the income 
tax Acts do not allow credit. That’s when the 
tax would be deducted frorfi the income.’ 

‘It’s not tax against tax then, is it, sir?” 

‘No, All right so far. That’s the broad outline’ 

‘What about dominion income tax, sir? Isn’t 
that something to do with it?’ 

‘It used to be John, but not now, It finished 
in 1950-51, except for special provisions applying 
to the Irish Republic.’ 

‘What are those, sir?’ 

‘I should leave those for the mfoment, John. 

Just remember that Ireland is a special case.’ 
. ‘I think I’ve got that so far, sir. There is one 
thing. though; I’ve read somewhere that. the 
unilateral relief is not for the full amount. Do it’s 
not strictly tax against tax.’ 

*You’re wrong John. There used to ibe a limit 
to the unilateral relief, three-quarters for 
Commonwealth countries, half for others, but 
that finished some years ago? 

‘So I can forget that, too, sir. It’s a good thing 
there’s something to forget as well as something 
to remember!’ 

* . * * 


‘Now back to the beginning again.. The first 
of the three ways of avoiding, or minimizing, 
double taxation — by a special agreement ` 

‘Are the agreements different for’: every 
country, air? 

‘Steady; there are only agreements with 
certain countries — most Commonwealth countries, 
the United States, France, GEES and. others.’ 

‘Not India?’. 

‘Not India. Now, back to your question. 
Each country has a different agreement, but they 
all tend to follow the same pattern. Let’s look 
at a typical one, Austria. Here we are. “The 
Double Taxation Relief bracket .Taxes on 
Income end of brackets bracket again Austria 
end of brackets Order 1957". i 

‘Sounds pretty serious, sir.’ 

‘Yes, this legal jargon takes a bit of sorting 
out. Anyway Dll try and summarize it and then 
you’d better,take it away and do a bit of studying.’ 
` Right’. 
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` 

‘First, John, it defines which U.K. taxes are 
involved, in this case income tax, surtax, profits 
tax and excess profits levy.’ 

‘I thought E.P. L. was one of the other things 
I could forget, sir.’ 

‘I shouldn’t worry about it. Next the agreement 
mentions the Austrian taxes which apply as 
those of substantially similar character to the 
U.K. taxes.’ 

‘That sounds to me like an easy way out, sir.’ 

*‘Nevértheless, that’s the way its done. Then 
after the definitions, the agreement provides 
that profits allegedly earned abroad shall not 
he taxed there unless the U.K. company or 
individual has a’ permanent establishment over 
there; and a similar clause gives the same protec- 
tion to an Austrian firm.’ 

‘Sir, what’s a permanent establishment?’ 

‘It’s defined in the agreement, John. Look it 
up.’ e 

“Sor. e 

Whee was I? Oh yes, now in addition to 
profits where there’s no permanent establishment, 
certain othereincome is not taxable abroad. 
Royalties, forexample, and certain remuneration. 
And the Austrians get the same protection again.’ 

‘Bilateral?’ 

‘Or reciprocal. I take it -you’re with me so far?’ 

“Yes sir.’ 

‘After exempting these E items the 
agreement deals with income that is still doubly 
taxed.’ 

‘How?’ 

‘By setting off tax against tax John, but subject 
to certain limitations contained in the Sixteenth 
Schedule.’ 

“Where do tax credits come in, sir?’ 

“That’s just what we are talking about now.’ 

Ke 


Ki Ki * 


"UU come back to the Sixteenth Schedule in 
a minute. Let’s look at the second main way 
relief is given — by unilateral relief.’ 

-That’s when there’s no D.T. agreement you 
said, sir?’ 

“Yes John. And that’s all there is to it, except 
for the actual calculation of tax credits under 
agreements. But just before we go into that, let’s 
look at the third way of getting relief.’ 

“That was by deduction of foreign tax, wasn’t 
it? Though I still can’t see why unilateral relief 
wouldn’t apply. Can you give me a for instance?’ 

‘A what?’ 

. ‘Sorry sir. An example.’ 

‘Oh! I heard of a case once. You see to qualify 
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for tax relief here, the income must actually arise 
abroad. It can happen that our tax people reckon 
that tax doesn’t really arise in the foreign country, 
and yet the foreign tax people tax the income. 
Strictly speaking, the tax may not be set off 
against tax, in which case, it is deducted from the 
income before charging it to U.K. tax.’ 

‘Is that sort of thing very common, sir?’ 

‘No, I don’t think so, John. But beat it in mind. 


Ki Ki * 


‘Have you. got | the general picture, John?’ 

‘I hope so, sir.’ 

‘Well, now to calculations of tax credits. 
Here’s where the examination questions are set. 
You had better make some notes.’ 

‘I’m ready.’ 

‘The relief only applies to U.K. residents; if 
it’s a company paying profits tax, the foreign 
tax is first set off against the profits tax, the- 
balance against income tax. But note that for 
this purpose you can only use the profits tax 
applicable to the income in question.’ 

‘Is there any limit to the credit against income 
tax?’ 

‘Yes there is, John, a very important limit — to 
the effective U.K. rate.’ 

‘I know what that is, sir, total tax divided 
by total income.’ 

‘Yes. Two small points when calculating total 
income: charges may be deducted, but not life 
assurance relief. Now a more important point. 
Tax relief is limited to the total tax paid. It’s 
fairly obvious; putting it another. way, the tax 
relief is the lesser of the foreign and the U.K. 
tax.’ 

“That’s sorted out some of my queries, sir. 
Did you mean to include surtax in what you just 
said? 

‘No John. Though in fact it amounts to the 
same thing. For a surtax payer dou add two 
rates to get the effective rate. Income tax over 
total ix income plus surtax over total income.’ 


* * * 


“That all sounds reasonably simple sir. But 
questions always seem much more difficult.’ 

‘Yes, there is one more major complication, 
John. The calculation of the total income.’ 

“That’s usually fairly easy.’ 

‘But not in this case, because you see it 
includes the foreign income on which the 


` foreign tax has been charged.’ 


‘More notes, sir?’ 
“Nearly finished now, John. Yes, the rules 
are in the Simteenth Schedule again. Generally 
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speaking only non-allowed tax is deducted from 
the income for calculating the foreign income 
to be included in total income. Dividends are 
grossed up by the rate of credit allowed, not 
the actual foreign tax.’ 

‘That sounds a bit complicated, but I think 
Tve got it.’ 

“Well hold tight, John, the next bit zs compli- 
cated. It*applies to an individual entitled to 
reliefs. The schedule provides for a two-stage 
calculation. First calculate the gross dividend 
and effective rate by reference only to direct 
taxes.’ 

‘Like the U.S. withholding tax, sir?’ 
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‘Good for you, John. Yes. Second stage ~ 
calculate the tax liability using the new gross 
dividend.’ 

a a o ; 

“That’s the end of tax credits; you can take it 
that more or less the same applies for calculations 
under unilateral relief. Read the Seventeenth 
Schedule which lists the differences.’ 

‘Is that all, sir?’ d 

‘One final thought, John. Remember the 
importance of the subject.to people who claim 
repayment of tax.’ e 

“Yes sir. Thank you very much.’ 

‘Any time, John, you know: that.’ r 


African Commentary —X 


by R. E. ELLMER, M.A.(Cantab.), A.C.A., A.C.ĻS. 


Senior Lecturer in Accountancy, Royal Technical College of East Afrita, 


Nairobi, Kenya. 


Balancing Charges and their Insurance. 


RITING in (he quarterly South 

African Accountant for June last, Mr 

G. H. Gordon, F.c.11., 
effect of Section 11 (4) (a) of the Income Tax 
Act of the Union of South Africa, which he 
explains thus: 

‘Plant and machinery, motor vehicles, office 
furniture and equipment, and sometimes stock are, 
for tax purposes, written down year by year, on 
account of wear and tear, on various formulae 
permitted by the Revenue authorities, and on that 
basis a tax relief is obtained by the taxpayer. The 
‘effect of the above-mentioned section of the 
Income Tax Act is that any amounts thus set-off 
for tax relief over the years which are recovered or 
recouped have to be included in the taxpayer’s 
current incgme, and, as “income tax’? means what 
it says, viz. “a tax on income”, tax has to be paid 
thereen after all; and at current rates, at that.’ 

Mr Gordon continues by declaring that the 
effect of the section can be taken care of in the 
normal course of financial planning where 
controllable factors are encountered, e.g. sale of 
machinery and normal replacement from the 
proceeds of sale and sinking fund. What, how- 
ever, would be the position where valuable fixed 
assets are destroyed by fire? 

The situation is illustrated by the following 
example: 

‘Supposing — 

(i) the original price paid for the plant and 
machinery in a factory is £190,000, and due 


considers the - 


to present-day conditions a dot of it has ap- 

preciated in value despite ‘its age, which 

warrants the whole of it being insured against 

fire, explosion, and riots for that same figure 

of £100,000 on an ordinary form of indemnity 
olicy; 

(ii) Se wear and tear deduction for tax relief over 

the years has been £60,000; and 

(iii) the written-down value for tax purposes is 

therefore £40,coo. 

(iv) The factory and its contents are then com- 

. pletely destroyed or rendered useless by fire, 
and the Proceeds of the fire policy are 
£100,000.’ 

Given the above facts, the article points _ out 
that of the £100,000 received from the insurance 
company, £60,000, i.e. cost less wear and tear 
allowance, will be taxable at six shillings in the £, 
producing a sum of £18,000 to be claimed by the 
Revenue. 

Mr Gordon next considers the action to be 
taken in guarding against such losses. He adyo- 
cates the balancing charges policy, ‘pioneered in 
the world, except for a few special cases, by its 
recent introduction to South Africa’. 


Implications of Rome Treaty 
for East Africa 
Writing in The East African Economics Review for 
July last, Mr T. M. Loudon deals with the effect 
of the Treaty of Rome, a commercial treaty made 
between West Germany, the Netherlands, Bel- ` 
gium, Luxemburg, France and Italy, on the 
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economy of East Africa. The -objects of the 
conference are ‘to harmonize the economies of 
the six members, to expand them, and to provide 
stability and an improved standard of living’. In 
other words, a customs union is in being, to 
which has been added the dependent overseas 
territories of the six European countries. 

Mr Loudon sees a threat to the agricultural 
exports of the East African territories in this 
customs advantage given to the dependent 
overseas’ territories of the six countries. Giving 
overall figures, it is shewn that approximately 20 
per cent of the entire trade of the East African 
tegritories in 1956 was attributable to the six 
European countrits which have now formed the 
customs union. Taking the export of coffee as an 
example, it is thought that the whole of the 
500,000 metric tons consumed annually by the 
six could, in due course be supplied by their own 
dependent territories. As Mr Loudon states, ‘it 
cart readily be seen that there is a very con- 
siderable danger indeed to over one-third of East 
Africa’s total coffee expofts’. 

. Concluding „his article, Mr- Loudon asks the 
question, what és to be done? He replies, 

‘The only possible answer to that question is 
that we must keep a very close eye on how the 
community (i.e. the six countries) develops, the 
way in which it decides to use its powers, the way 
in which it decides to invest its money or to 
encourage development, and take, within the 
appropriate constitutional means, such steps as 
we can to prevent damage to ourselves.’ 


South African Textile Industry 


An article in the July issue of The South African 
Journal of Economics by Mr C. Bak of the Uni- 
vérsity of the Witwatersrand examines the report 
of the Board of Trade. and Industries op the 
‘textile manufacturing industry in the Union of 
South Africa, and disagrees with the report’s 
opinion that the vertically integrated business is 
the right type for he cotton textile industry i in 
the Union, 
Asa general rule, Mr Bak points out, 
` ‘the conclusion can be drawn that those industries 
which produce low- and medium-priced bulk 
articles appear to be of the integrated type, while 
the non-integrated type of business seems to be 
most economical for the SEHR of high- quality 
‘goods.’ 
But this general rule cannot be applied to South 
Africa, for although the Union produces mainly 
` Jow- and medium-priced bulk cotton goods, 
many factors peculiar to South African conditions 
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demand that the industry should develop on 
non-integrated lines. 


In support of his argument Mr Bak states: 


‘The undeveloped state of the textile industry 
in the Union, the lack of skilled textile technicians, 
and the “raw” state of the labour class are factors 
which make it extremely difficult to put successfully 
into operation an integrated business. It is a 
gigantic task to train simultaneously spinners, 
weavers and finishers with a limited number of 
textile technicians.’ 


Of special interest in the article are seven 
advantages which characterize the non-integrated 
enterprise, viz.: 


(1) Less capital outlay for investment in fixed 
assets. 

(2) Better opportunity of selecting suitable person- 
nel as the labour force needed is smaller. 

(3) Operatives become more efficient quicker. 

(4) Lower percentage of waste and rejects. 

(5) Lower rate of labour turnover. 

(6) Greater flexibility in the production process 
because the various departments are in- 
dependent. 

(7) The enterprise will reach the competitive stage 
sooner, and the period of ‘infancy’ will be 
shorter. 


East African Income Tax 


Fears that the effective rate of chargeable tax 
on the profits of controlled companies will be 
15s in the £ were ‘misapprehensions’, said Mr 
Hinchey, Financial Secretary of the East Africa 
High Commission, when moving the second 
reading of the Income Tax (Management) Bill ` 
in the Central Legislative Assembly. 

According to the East African Standard, Mr 


-Hinchey stated that the rate of Shs.9/50, (the 


special rate applicable to undistributed profits) 
was designed to ensure-that the private company’s 
income taxable at the standard rate of Shs.5/50 
in the £ would bear something” approaching 
the maximum individual rate. of 15s if the £ 
if it remained undistributed for the avoidance of 
tax at the maximum rate. 

The Financial Secretary told the Assembly 
that he felt the maximum individual rate of 
15s in the £ was ‘pretty high’, but for some 
time this burden must continue. Referring to 
claims that the new tax measures would prove 
to be discouragements and disincentives, Mr 
Hinchey said it was political instability and social 
immaturity which were now recognized as the 
major cause of economic insecurity. A sufficiently 
high level. of taxation was andispensanle to 
economic stabiity. 
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_ Mathematical Postage Stamps 


by ALFRED H. HAYNES 


anniversary of her Court of Accounts by 
issuing a special 12 franc stamp. Coloured 
blue and brown, the stamp shows a magnifying 
glass, a pair of scales and other emblems symbol- 
izing the importance to the Republic of the 
national system of audit. That accountants all 
over the world should be eager to acquire a 
specimen of a stamp which has a direct bearing 
on their day-to-day 
work is not sur- 
prising; what is not 
. generally realized, 
however, is that 
besides the French 
audit stamp there 
nah are scores of others 
Symbols of Audit which are of pecu- 
liar interest to accountants. Known as ‘mathemati- 
cal’ stamps, they range from a 1953 Chinese stamp 
bearing a design of a drum-cart for measuring 
distances (A.D. 300), to a recent Israel stamp 
showing dancing children forming the shape of the 
figure ten. During the past thirty years, rather 
more than a hundred such stamps, all bearing 
different designs, have been issued in countries 
ranging from Afghanistan to Venezuela. 


I: 1957, France commemorated the r5oth 








Pythagoras Theorem 


_As defined in the Oxford Dictionary, mathematics 


is the science of space and number in the abstract. 


_ Although it seems quite clear from the Ahmes 


papyrus (circa 1700 B.C.) in the British Museum 
that algebra and geometry were not unknown to 
the ancient Egyptians, 
mathematics gs we know it 
today is generally believed 
to date" from the Ionian 
and Pythagorean schools of 
600-400 B.c. This imme- 
diately brings into focus the 
set of stamps issued by 
Greece in 1955 to commem- 
orate a Pythagorean con- 
gress held during that year; 
on two of the stamps is to be 
seen the+celebrated mathematician seated in 
front of a pedestal. Of the four stamps in 
the set, the most interesting is undoubtedly 
that valued at 34 drachma; coloured black, 
the stamp shows a representation (shades of 


Theorem of Pythagoras 





schoolboy days!) of the ge hoien: 

The author of the first elementary textbook on 
geometry, Hippocrates (470-377 B.C.) is featured 
on three values of a loag set issued in 1947 to 
celebrate the restoration of the Dodecanese 
Islands to Greek sovereignty. A further Greek 
stamp, placed on sale in 1956, shows the features 
of Aristotle; it will be recalled that, amongst other 
things, Aristotle was deeply interested in math- 
ematical physics and he it was who first pro- 
pounded the important theory that two weights 
which keep a lever in equilibrium are inversely 


, proportionate to the length of the arms of the 


lever. 


The Pope- mathematician 


In the tenth century, there lived the Persian-born 
Philosopher, ` physiciar and mathematician, 
Avicenna; such is the fame which has accrued 
to him that his portrait appears’ pn stamps of 
at least five widely separated countries. 
Contemporary with Avicenna was Pope Sylvester 
II, more familiarly known as Gerbert. Possessed 
of a brilliant mind and considerable tutorial 
abilities, Gerbert was also of an inventive nature — 
so much so that, when people saw his steam- 
driven pipe-organ and other curiosities, they 
perpetrated a rumour that he had made a bargain 
with the devil! Such a libel did not, however, 
deter Gerbert and he it was who conceived the 
idea of marking with different characters the 
beads on the abacus; known as apices and 
representing the numbers one to nine, these 
characters had the effect of giving a numeric 
representation to the hitherto exactly similar 
beads. Amongst Gerbert’s written works were 
one on arithmetic ard another on geometry. The 
Pope who was also a mathematician is to be seen 
on a stamp issued by Hungary in 1938. i 
Amongst those who made a contribution to tHe 
advancement of mathematics during the fifteenth 
to seventeenth centuries were such men as 
da Vinci, Copernicus, Durer, Mercator, Brahe, 
Descartes, Galileo, Kepler, Pascal and Huygens, 
and the portraits ož all these are to be found on 
postage stamps, da Vinci having been featured in 
the designs of no ess than eleven widely sepa- 
rated countries. National pride in the fact that 
Copernicus was born at Thorn is reflected in the 
issue by Poland between 1923 and 1955 of seven 
different stamps bearing his portrait. What a. 
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vivid contrast there is here between continental and 
British attitudes towards stamp designs! The fact 
that it has been left to France 
to pay philatelic tribute to 
our own Sir Isaac Newton 
must surely speak for itself. 
The French stamp was 
issued in 1957. 

In the years that have 
passed since the early eight- 
eenth century, there has 
bëen much controversy and 
argument as to who it was 
first discoveréd the differen- 
tial calculus. One school 
of thought claims that it was Newton who 
did the spade-work and that, in all fairness, the 
honour must go to him. An opposing school holds 
that the German-born Leibnitz arrived at his 
conclusions quite independently of Newton and 
tht he was, im fact, the discoverer of the calculus. 
As to which school of thought is right has no place 
in this article — suffice to say that Leibnitz has 
been considesed to be sufficiently eminent in 
Germany as to-warrant his portrait being printed 
on stamps issued in 1926 and 1950. 

Following in the steps of Newton and Leibnitz 
came the four great mathematicians Euler, 
Lagrange, Laplace and Legendre; briefly, it may 
be said that Euler extended the work of his 
predecessors, Lagrange developed the infinitesi- 
mal calculus, Laplace improved on it, while 
Legendre made important additions to the theory 
of numbers. With the exception of Legendre, all 
have received philatelic honour, Germany, Russia 
and Switzerland each having featured Euler on 
stamps issued in 1957. 








Sir Isaac Newton e 


Adoption of Metric System 
Commemorated 

During the lifetime of Lagrange and Laplace 
(both of whose portraits are on stamps issued by 
their native France in 1958 and 1955, respectively) 
the French National Assembly adopted the metric 
system. In commemoration of the rsoth anni- 
versary of this important event in 1954, France 
placed on sale a single 30 franc stamp bearing a 
design of a winged angel measuring with a pair 
of compasses a portion of the earth’s globe. 

One of the great names associated with the 
development of mathematics during the first half 
of the nineteenth century was Karl Gauss; 
amongst his celebrated works was Dzsquisttiones 
Arithmeticae, a treatise which, even today, is 
regarded as a standard work on the theory of 
numbers. Gauss died in 1855 and, in com- 
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memoration of the centenary of his death, West 
Germany in 1955 arranged for the issue of a 
special xo pfennig stamp bearing his portrait. 
Printed in green, the stamp is remarkable both 
for its clarity and for the meticulous manner in 
which the engraver has paid attention to facial 
detail. On an Irish stamp of 1943 is to be seen 
Sir William Rowan Hamilton — famed for the 
discovery of the theory of quaternions: 


Twentieth-century Mathematicians 
And what of the mathematicians who have lived 
in our own twentieth century? Armero, who died 
in 1920, is featured on a Colombia stamp of 1949; 
the Hungarian-born Baron Eotvos is to be seen on 
two stamps issued by his native country in 1932 
and 1948; Kucera (1857-1931), Lorentz (1853- 
1928), Poincare (1854-1912) and Teixeira (1851— 
1933) similarly appear on stamps issued by 
Yugoslavia, Holland, France and Portugal in. 
1957, 1928, 1948 and 1952, respectively. In 1948, 
the ashes of the French mathematicians Paul 
Langevin (died 1946) and Jean Perrin (died 1942) 
were transferred to the Pantheon; commemorating 
their memory, France arranged for stamps bearing 
their portraits 
immediately to be 
placed on sale. 

Perhaps the most 
interesting of all 
the stamps relating 
to the moderns, 
however, is the 
1956 Israel stam ae Ge 
commemorati Se Einstein and Energy Equation 
Professor Albert Einstein; flanking the mathema- 
tician’s bearded features are the symbols of the 





“equation E =mc?* (Energy = Mass x Speed of light 


squared) on which dictum his famous theory 
of relativity is founded. 

Of special significance to acgountants, the 
postage: stamps issued by both Cuba and 
Brazil! in 1953 to commemorate the hélding of 
accountants’ conferences need to be mentioned. 

Although a number of other stamps on the 
theme of mathematics might be mentioned, the 
final reference must, however, be to three stamps 
issued by Spain in 1956. Of special interest to 
accountants, the stamps were designed to serve 
the purpose of commemorating the ‘centenary of 
statistics’ (whatever that may mean!) by Spain. 
Each stamp shows a building on one wall of 
which is drawn a graph; why the graph proceeds 
in a downward direction with its terminal point 
at ‘o’ is not explained! 
1See The Accourtant, May gth, 1953, page 580. 
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A CHRISTMAS GAZETTEER - 


The numerical order of the answers (given on another page) is also the alphabetical order. ` 


. What is the capital of New York State? 
2. Which Suffolk town was the setting of 


Crabbe’s poem, The Borough and Benjamin 
Britton’s opera, Peter Grimes? ` 


. On what river was the. fabulous city of 


EI Dorado said to be located? 


. Where is the Weddell Sea? 
. Where did G. K. Chesterton and his 


friends go to ‘by way of Brighton pier’ 
in the poem, The Rolling English Road? 


. What is the island at the entrance to New 


York harbour on which stands the Statue 
of Liberty? 


. In which American city, was it said — 


... the Lowells talk to the Cabots, 
And the Cabots talk only to God’? 


. For what Parliamentary constituency is the 


Prime Minister the member? 


. What large South American city has a name 


descriptive of the climate of the district? 


. ‘Nobly, nobly Cape Saint Vincent to the 


north-west died away; 
Sunset ran, one glorious blood-red, reeking 
into...’ Where? 

Ei * * 


. What naval victory over the Dutch was won 


by Admiral Duncan in 1797? 


. What seaport in South Carolina gave 


its name to a popular dance of the nineteen- 
twenties? 


. To what country does Claudio Arrau, the 


pianist, belong? 


. What villages did the poet A. E. Housman 


describe as ‘the quietest places under the 
sun’? 


. Where ire this country did Julius Caesar 


first,land? 


. In which Dutch city did the painter Vermeer 


spend his entire life? 


. What town is the Casterbridge of Thomas 


Hardy’s Wessex novels? 


. To what town did David Copperfield walk 


to seek out the only relative he had in the 
world? 


. Of what city is Donnybrook a suburb? 
R 20. 


, What was the 


What was the Roman name for York? 
* E? E 


birthplace ‘of Thomas 
Carlyle? 


. Where is the Advocates’ Library? 


23. 


24. 
25. 


26. 
27. 


28. 


29. 
30. 


31. 
32. 


45. 


Where was the temple of Diana, one of the 
reputed seven wonders of the ancient 
world? 
What Scottish county is known as ‘the 
Kingdom’? 
Which Department of France is in the 
extreme north-west torner of the country? 
What is the smallest county in area in Wales? 
Which Ifalian city did the Medici family 
dominate for more than tWo centuries? 
What is the other name for the valley of 
Hinnom, the place of eternal torment? 
What is the longest canal in the world? 
What town in the south of France, the 
birthplace of the, painter F ragonard, is 
noted for the manufacture of perfumes? 

a % * 
Where is Mani, the subject of a recent 
travel book by Patrick Leigh’,Féermor? 
What Basque town, the scene of a savage . 
air raid during the Spanish Civil War, 
gave its name to a striking painting by 
Picasso? 


. What urban district of the West Riding 


of Yorkshire is associated with the Bronté 
family? 


. What was the classical name for the 


Dardanelles? 


. What town in Cornwall celebrates the 


annual festival known as the Floral Dance? 


. In which English county is the goldfinch 


known as ‘King Harry’? 


. Where is the Zion of the Latter Day Saints? 
. What town stands at the north-eastern 


end of the Caledonian Canal? 


. What was the birthplace of Cardinal 


Wolsey? 
. In what country would you expect to drink 
a kind of brandy called Grappa? G 
* ¥* * 


. What European country was once known as 


Ausonia? 


. What was the island home of Ulysses? 
. What Scottish border town lent its name 


to the form of justice which hangs a man 
and tries him afterwards? 


. Which is the largest i in area of the Channel 


Islands? 
What is the county seat r the Curzon 
family? 


49. 
59. 


. Where had Masefield’s 
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. What town in England has given its name 


to a shade of green? 


. What English town is the Cranford of 


Mrs Gaskell’s novel? 


. With what toen in Iraq was Sir Charles 


Townshend particularly associated during 
the First World War? 
From what city did Rudyard Kipling’s 
Kim set forth on hts adventures? 
What was the Biblical city after which one 
who is “lukewarm, in politics or religion is 
named? 

* a ES e 


. In what contre did Gulliver meet a man 
who had been working ‘eight years upon a 


project for extracting sunbeams out of 
cucumbers which were to be put into vials 
hermetically sealed, and let out to warm 
the air in raw, inclement summers’? 


. What Emglish city has a Parliamentary 


division called ‘Scotland’? 


. What is the City ôf Our Lady, Queen of 


the Angels? 


. What French city is celebrated for its 


bouillabaisse soup? 


. Where is or was Tara through whose halls 


the harp once ‘the soul of music shed’? 


. What city, after Tokyo, London, New York, 


Shanghai and Moscow, has the largest 
population? 


. Which of the United States of America 


is known as ‘the Treasure State’? 


. Off what island was the brig ‘Covenant’, 


with David Balfour and Alan Breck aboard, 
wrecked? 


. Near where did Shelley write — 


“The sun is warm, the sky is clear, 

The waves are dancing fast and bright, 
Blue isles and snowy mountains wear 
The purple noon’s transparent might .. .? 


. In which English county is the market 


town of Haltwhistle? 


Ki * * 


. Where is the Maddermarket Theatre? 
. What ancient entrenchment extended from 


the mouth of the Dee to the Wye, separating 
England from Wales? 


. In what Buckinghamshire town did the 


poet Cowper live from 1767 to 1786? 
“quinquireme of 
Nineveh . . . sailing home to haven in sunny 
Palestine’ come from? 


. To what group of British .islands does 
Pomona belong? 


66. 
67. 
68. 
69. 


70. 


71. 


72. 


73- 
74. 
75- 


76. 
77: 


78. 


79: 
8o. 


81. 
82. 
83. 


84. 
85. 


86. 
87. 
. What planet has for satellites Ariel, Umbriel, 
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Of what country was Francisco Solano 
Lopez dictator? 
What is the port of Athens? 
What is the ‘Iron City’ of America? 
What London borough contains the Isle 
of Dogs? 
What is the largest province in area of 
Canada? 

Ei KX * bk 
What imaginary Cornish village is part of 
the setting of Gilbert and Sullivan’s 
Ruddigore? 
In which French town did the Germans 
surrender unconditionally to the Allies on 
May 7th, 1945? 
Of what Commonwealth country is Sir 
Roy Welensky Prime Minister? 
Where does a warm dry wind called the 
the chinook blow? 
Where are the 1960 Olympic Games to be - 
held? 
What is the highest mountain in England? 
What is the longest river in the United 
Kingdom? ) 
What is the island of origin of the sweet pea? 
What is the airport of Liverpool? 
On what Scottish island is Fingal’s Cave? 


What is the county town of Somerset? 
What mountain pass was the scene of an 
epic battle between the armies of Leonidas, 
King of Sparta and Xerxes, King of Persia? 
With what Spanish city was the painter 
El Greco especially associated? 

Where is McGill University? ) 
By what lake did Hannibal meet and defeat 
the Roman army in 217 B.C.? 

What country uses the title, equivalent to 
‘esquire’, of ‘effendi’? 

To what country is Sir Harold Caccia 
British Ambassador? 


Titania and Oberon? 


. Of what country is Caracas the capital city? 
. What city was the principal setting for 


Shakespeare’s Romeo and Juliet? 


* Ki ¥ 


. What is the town terminus of the Central 


London bus route No. 38 from Chingford? 


. What city was the scene of the = The Third 


Man? 


. Of what university is H.R.H. the Duke of 


Edinburgh Chancellor? 


. What is the official residence of the Lord 


Warderof the Cinque Ports? - 
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95. What city gave its name to the German 
Republic created after the First World War? 

96. What English cathedral contains the tomb 
of King John? l 

97. In what English city is there a medieval 
butchers’ street called The Shambles? 


Weekly Notes 


Integration 


N November and, 1957, when the schemes for 

integrating The Society of Incorporated Account- 
ants with the three Chartered Institutes came into 
effect, there were 11,549 members of the Society, 
of whom 669 were already members of one of the 
three Institutes. By December 3rd, 1958, the very 
great majority of the remainder had been admitted 
into one of the three Institutes, as follows: 


Joined the Institute of Chartered Accountants 


in England and Wales . 10,036 
Joined the Institute of Chartered Accountants 

of Scotland .. 128 
Joined the Institute of Chartered Accountants 

in Ireland 370 


The Board of Trade has acceded $ to an application 
by the joint liquidators of the Society that under the 
provisions of Section 289 of the Companies Act, 
1948, the Board should extend to October 31st, 1959, 


“the time limit within which a general meeting of the 


Society of Incorporated Accountants (in voluntary 
liquidation) shall be held. The members of the 
Society are asked to note that this extension of time 
has been allowed. 


Prospect for Steel 


HERE is every likelihood that the steel industry 

will finish the year with a rate of output lower 
than was forecast at the beginning of the year. 
Indeed, capacity is increasing while output falls. The 
capacity of the industry is getting close to twenty-four 
million tons a year, and the current rate of output is 
no more than eighteen million tons. Probably about 
two million tons of output has been lost by the 
reduction in stocks held by the engineering industry. 
The engineering industry has also been reducing its 


pS of components, which exercises a further, 


if indirect,*effect on the demand for steel. It seems 
probable, however, that this de-stocking process will 
have come to an end by the early spring of 1959. So 
far as exports are concerned, Britain is in a strong 
competitive position, notably in sheet,and tin plate, 
which are the types of steel enjoying a long-term 
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98. Of what country are Bosnia and Herzegovina 


provinces? 
gg. Where, according to Pirard Lear, did the 
oblong oysters grow? 
100. On what EES, was Sir Philip 
Sidney slain? 


Ki 
expansion. On these two accounts, therefore, the 
steel industry should be due for a recovery in turn- 
over in about (hee months’ time. 

A more serious factor is that the level of home corm 
sumption has begun to run below the long-term trend 
calculated in 1954 or thereabouts. A number of 
factors are at work in this decline. Exports to primary 
producing countries have been adversely affected and 
may take some time to recover. Certain heavy 
engineering industries, notably shipbuilding, are 
faced with a possible cyclwal decline jn activity, to 
judge from the level of new orders, and this is leading 
to a cautious purchase policy for steel. There are also 
technical changes which tend to make steel go further 
owing to the use of thinner plate andssheet. In spite 
of these factors, the steel industry c@ntinues to base 
its development programme on the long-term demand 
for steel continuing upward. It assumes, and it would 
be difficult to dispute the assumption, that steel con- 
sumption per head of population in this country and 
in key markets abroad is going to increase as the 
standard of living rises. 


C.I.C. and the Midland Bank 


MONG the Big Five, the Midland Bank has 
always enjoyed its reputation of being something 

of a lone wolf. Over the last year it has certainly lived 
up to its reputation. It was the first bank in England 
to offer a scheme for personal loans without security 
and the first with the personal cheque account plan. 

In an announcement last week it had clearly in- 
tended being the first of the big banks to raise new 
money by a rights issue to shareholders, a step which 
no large bank has taken for many years. In the event, 
it turned out to be the first to have its application 
turned down by the Capital Issues Committee. The 
bank had proposed issuing a one-for-three scrip issue§ 
but the C.I.C. refused to allow an application com- 
bining the scrip issue wita a ‘rights’ issue to share- 
holders. The reason for raising additional capital was 
the bank’s wish to strengthen the ratio of its 
funds (defined in this coniext as paid-up capital and 
reserves) to deposits. Before the war this ratio was 
between 5 and 6 per cent for most banks. Since the 
war the large increase in deposits has reduced its 
ratio to between 2 and 3 per cent, and the Midland 
has been nearer two than three. 

Restoring the pre-war ratio at a substantial 
premium would have helped to strengthen the bank’s 
reserves, but the CLC. possibly acting on the 
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instructions of a higher authority; has seen in such a 
step not so much a strengthening of the bank’s 
present position as-a means of further expanding 
bank attivities. This might have been a signal for the 
other large banks to carry out a similar operation. 
‘The authorities may not like to see this device 
employed as a means of broadening the base of the 
banks’ lending facilities, nor may they consider that 
this is the right time to broaden that base by these 
means or any other. 


Residual Rights*of Ordinary Shares 
are not ‘Special’, 

GK Court of Appeal has dismissed the appeal 
A of a shareholder against the decision of Mr 
Justice Danckwerts that the residual rights of 
ordinary shareholders to take the surplus profits 
and surplus assets, after the preference shareholders 
have been satisfied, are not ‘special rights’ (Hodge v. 
James Howell ZS Co Ltd (The Times, December 
14th)). The campany’s capital was £500,000 divided 
into 200,000 cumulative 8 per cent preference shares 
of £1 each and 300,000 ordinary shares of {1 each. 
‘The company proposed to create and issue two million 
new preferenct shares ranking after the existing 
ones but confefring certain preferences, as against 
the ordinary shares, in relation to dividends and 
winding-up. Mr Hodge, an ordinary shareholder, 
asked for an injunction restraining the company 
from issuing the shares, on the grounds that the 
special rights of the ordinary shares were being 
prejudiced, contrary to clause 5 of the memorandum, 
and articles 116 and 137. As stated, the Court 
has held that no ‘special rights’ of the ordinary 
shares were affected. Leave to appeal to the House 
of Lords was refused. 


Friendly Societies Report 


P 2 of the Report of the Chief Registrar of 
Friendly Societies for the year 19571, published 
last Monday, deals with friendly societies proper; the 
Registrar has of course other bodies under his wing, 
such as building societies and co-operative societies. 

There is the usual mass of statistics which show 
the enormous funds controlled by friendly societies. 
During 1957 the membership was falling, except 
in the case of endowment societies which are be- 
coming more popular. However, to the accountant 
the really interesting part of this report lies in the 
Registrar’s comments about such matters as defalca- 
tions, the duty of auditors in relation to the accounts, 
and the duties of committeemen and officers in being 
vigilant in preventing and detecting irregularities. 
The review of defalcations makes melancholy 
reading. In one case the trustees of a club thought 
it right to sign blank cheques at the behest of the 
secretary, on the grounds that the cheques would 
be paid to certain breweries. The brewers’ names 


1 ¥3.M.S.O. 3s net. 
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were duly entered on the cheque counterfoils and 
in the books of the club but the amounts shown as 
paid were not in fact paid to them. The report 
contains a mild reprimand for an auditor who 
qualified his audit certificate by reference to a special 
report in which he stated that under instruction 
from the executive committee he had not performed 
a test examination of collectors’ books originally 
authorized by a general meeting. In the Registrar’s 
opinion it is not in compliance with the statute for 
an auditor merely to indicate in a special report 
to what extent he has not carried out a complete 
audit. A special report is intended for the information 
of the members and not to justify any limitation 
on the scope of the audit. 


Dividend Declared but Outstanding 
is not Income 


HE excess profits levy made its debut in the 

Chancery Court this month. Bowater Sales 
Company appealed against an assessment made on. 
it for the last period, ended December 31st, 1953. 
In that assessment there was included as income 
a dividend from one of its subsidiaries which was 
declared on December 16th, 1953, but was not paid 
until January 28th, 1954, by which time excess 
profits levy was no more. The Special Commis- 
sioners rejected the company’s appeal but Mr Justice 
Harman, on December 12th, reversed this decision. 
He held that the dividend was not income of the 
period ended on December 31st, 1953. 


What is a ‘Majority’ 
HEN disputes arise in a company, the articles 
laying down the necessary majority for the 
passing of a resolution and the extent of individual 
voting rights become very important. Although ` 


. litigation on such matters usually concerns the / 


ordinary company, it can concern the articles or 
rules of other bodies, such as learned societies. 

The purported alteration at a meeting last April 
of the bye-laws of the Zoological Society of London 
has been held to be invalid in that the resolution 
was not passed by a majority of the 7,000 Fellows 
of the Society. Only 3,000 voted in person or by 
proxy (Knowles v. Zoological Society of London 
(The Times, December 6th)). 

Section 3 of Chapter 13 of the then existing bye- 
laws, adopted in 1948, provided as follows: 


‘A proposal for the making of new bye-laws or 
for the alteration or repeal of any bye-law shall be 
either confirmed or rejected, and the president or 
other fellow in the Chair shall refuse to accept any 
amendment to the proposal. Any such proposal shall 
be deemed to have been confirmed if the majority of 
the Fellows entitled to vote shall vote in its favour- 
and for this purpose voting may be in person or by 
proxy.’ ; 

Mr Justice Vaisey held that the majority required was 
the majority of all the Fellows entitled to vote, 
whether they ‘voted or not. 





Becember 20th, 1958 





‘ 


ACCOUNTANT e 


Cost Accounting 
under Conditions of Automation 





by A. KENYON, B.Com., F.C.W.A., A.A.C.C.A., A.C.LS., A.M.B.LM. 


: HE. systematic study of cost accounting as we 
E know it today is a product of the twentieth 
century. However far back the remotest origins 
of costing may be found, it is a fact that the Industrial 
Revolution was well over a hundred years along its 
course before there came any general recognition of 
the need for the development 
and application of costing prin- 
ciples. Cost accounting has thus 
‘been growing up in an age of 
mechanization. 





Scope of the Paper 
This paper, dealing as it does 
‘with costing under conditions 
of automation, must therefore 
attempt some differentiation be- 
tween mechanization and auto- 
mation. Should this difference 
appear to be significant, it will 
‘be important to consider whether 
established costing procedures 
are adequate for the new condi- 
tions, and if not, what changes 
will be required. It will also be 
helpful to visualize how account- 
ing ‘figures: will reflect the ad 
vantages and disadvantages of 
automation, and what will be the 
principal financial yardstick. 
-= Most important of all will be to 
’ foresee’ what will be the most 
useful service the cost account- 
ant can provide for management in its task of 
choosing the m®st advantageous course of action. 
Ki 
Summary of Conclusions 
The principal conclusions will be: 

(a) Predetermination of operating conditions im- 
plicit in automation will result in fewer devia- 
tions, and therefore easier cost control. 

(b) The investment of resources in a relatively 

inflexible set-up, and the preparatory work 
involved, will make the soundness of the 
initial decision supremely important. The cost 
-accountant’s greatest contribution will lie in 
© the guidance that he can offer at this stage. 
(c) The cost accountant must be prepared to sub- 
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ject the whole of his work to searching inquiry, 
if that contribution is to match the need. -° 


e 
MEANING OF AUTOMATION 


" Definitions e 
There have been many definitidhs of automation, 
but for an authoritative source 
there comes to mind the late 
Frank G. Woollard whose practi- 
cal experience in automation 
extended at least over thirty years, 


€ 


. e automation is the system 
and method of making pro- 
cesses automatic by the em- 
ployment of  self-controlling, 
self-acting maghines for per- 
forming the p¢cessary opera- 
tions.’* 

Automation is regarded as a 
logical extension of flow pro- 
duction and is further described 
as: 

‘...a marriage of mechanism 
and management in which 
management is the dominant 
partner. It is the bringing 
together by management of 
methods, mechanisms. and self- 
acting controls which has made 
possible the conception of the 
automatic factory.’* 


From these and other defini- 
tions, and from the mass of what 
has been written in the past. few 
years, the non-technical mind may well settle. for 
something like the following twofold conception of 
automation: 

(a) the physical 

that of integrated systems of machines, em, 
bodying automatic handling equipment, instru- 
ments, electronic devices, and self-regulating 
controls; 

(b) the organizational 

that of exploiting the physical means; and 
involving product design, marketing, material 
and production control, personnel and finance. 





1 ‘What automation means,’ Frank G. Woollard, M.B.E. 
M.IL.MECH.E., M.I.PROD.E., M.B.LM., M.S.A.E, An address 
delivered to the London & District Society of Chartered. 
Accountants. (The Accountant, May sth, 1956, page 493.) 


2 “Machines in ethe service of man’, Frank G. Woollard. 
Conference of the Institution of Production Engineers, 
June 1955. 
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This viewpoint sees mechanization simply as one 
component of automation — in Woollard’s metaphor — 
‘as the submissive partner. 


Advantages of Automation 

The advantages of automation may include: 
(1) Obtaining a more sensitive and complete con- 
trol of the product or process than could be 
attained by human operation, thus resulting in 

a better or more uniform quality of the product, 

ew Gë." chemical processes or precision engin- 

eering. e 

(2) Overcoming man-power shortage in industrial- 

ized nations. b 

Ei Cost reduction in various forms such as: 
(a) Output — Automation often involves a 
greater output and thus some charges may 
; be spread more thinly over each unit. 
` (1 The Product ~ Redesign coupled with simpli- 
fication, standardization and specialization 
“ean result in all-round cost reductions. 
* (c) Labous (including ‘associated charges such as 
national insurance and pensions). 
Reduced costs of: 
(i) Operating and setting. 
(ii) In$pection. 
(iii) Packing. 
(iv) Some service departments. 
San (v) Clerical functions, 
` (éi Material 
(i) Reduction in scrap made. 
(ii) Fewer losses and damages in handling. 
(iii) Better buying and less obsolescence. 
(e) Facilities 
(i) Economy in electric, hydraulic and 
pneumatic power and gas. 
(ii) Improvement in machine utilization. 
(iii) Economy in floor space. 

(f) Working capital — Better flow will probably 
allow smaller stocks of raw material to be 
carried and certainly less work in progress. 

In order to obtain improvements such as these, 
there may have to be heavy investment in new plant 


: machinery and instruments, and personnel changes 


may be far-reaching. Nevertheless the stimulus of 
` competition will drive management to seek out these 
benefits. — 

De E 


SC - Evolutionary Nature of Automation 
` "The validity of the views advanced in this paper 
` must depend on the extent to which the industrial 


-` process in question has been automated. Apart from 


quite isolated examples, it seems probable that for 
a long time to come, automation will represent 


-C movement towards an ideal rather than an ultimate 


“state achieved. Nevertheless, progress in some in- 
dustries is far enough advanced for trends to be 
discernible, and in any case the coming of automation 
will often merely accentuate tendencies which have 


been developing from the earliest Beginnings of 


industry. 
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DOES COST ACCOUNTING REQUIRE 

A NEW LOOK? 
The Questioning Approach 

It is characteristic of achievement in the field of auto- 
mation that entire processes and often the product 
itself have been placed underneath the spotlight of 
inquiry. The full advantages of automation have. 
seldom been achieved by grafting new gadgets on to 
existing processes, but more often by a tompletely 
new approach to the problem. Thus the difficulties 
of automating assembly operations have sometimes 
been overcome by redesigning the product so that it 
requires no assembly work and yet remains function- 
ally unchanged. Cost accountants might well copy 
this radical approach; there are many questions which 
come to mind. 


Are We Costing the Right Things ? 


From early days in the engineering industry, the 
need to estimate costs of jobs, on which to base 
tenders to customers, allied to the understandable ` 
wish to know which jobs made a profit, have resulted 
in preoccupation with the task of compiling job costs. 
Automation by its very nature will draw attention to 
the process rather than the job, and it is to the 
process that costing effort must be directed. 


Are the Costs of the Service Departments 
being given Sufficient Attention ? 


Traditional preoccupation with ‘production’ depart- 
ments, and with old-fashioned concepts of ‘direct’ 

costs, has often resulted in the service departments 

receiving but scant attention. As automation pro- 

gresses and all efforts are bent towards keeping the 

production line running, the importance of service. 
departments, and in particular the maintenance. 
departments, will be further enhanced. Planned. . 
preventive maintenance will oust the ‘fire brigade’ ` 
system and the third shift of a three-shift system may 

in some circumstances be devoted entirely to main- 

tenance. Clearly, important departments such. as. 
these must be subjected to rigorous analysis. 


Does an Unbalanced View Result from 
Keeping up Tired Conventiong ? 


By still further reducing the ‘direct’ portion of total 
cost, automation will speed up a movement which’ 
was already well. known under conditions of mech- 
anization. The distinction between direct cost and 
indirect cost (or overheads) is a hallowed one which 
goes back to the earliest practice in costing. Origin- 
ally, direct cost meant only that which ‘went into 
the job’; the remainder — the overheads ~ was less 
respectable, a hotchpotch of expense to be shuffied 
around until finally deposited on to a job er product. | 
The methods used in these manipulations have 
ranged from the ultra naive to the pseudo scientific, 
but often with little thought as to how resulting 
figures could be used: to help manage the business. 
More recently ‘an attempt has been made to broaden 
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the definition of direct cost, but the hangover from 
earlier ideas is most persistent. 

Why not quietly drop redundant jargon? — and 
with it perhaps such time-honoured practices as the 
calculation of the ratio of overheads to direct labour. 
Automation will gradually eliminate what is still 
generally regarded as direct labour, and the futility 
of trying inversely to balance the whole pyramid of 
overhead cost upon a disappearing apex must be- 
become apparent to all. Indeed, no good purpose is 
served by over-emphasizing any one particular type of 
expenditure, and thereby neglecting the rest. What 
is required is a balanced approach through which all 
items receive proper attention; and this will be all 
the more necessary if the coming of automation is 
likely to disturb the previous balance as between the 
various elements of cost. The aim, after all, must be 
to reduce the fatal cost per unit of saleable output. 


What Approach will Help to Give the 
Right Perspective ? 


The well-tried and logical approach of budgetary 
control and standard costs is applicable equally to 
automation as to less advanced methods of production. 
The main steps are as follows: 

(a) Budget the objectives of the business in material 
terms of output and sales, and reach agreement 
with the various levels of management as to 
what expenditure of each type of resources 
will be necessary to reach those objectives. At 
the same time, specify how expenditure ought 
to increase or decrease as actual performance 
surpasses, or fails to attain the budget. 

(b) Measure and analyse variations between bud- 
geted and actual performance and cost, so that 
reports can be made to responsible officials 
showing the variations which fall within their 

© control, with a view to action to eliminate 
- adverse trends. 

Budgetary control will be no less useful under 
conditions of automation, but as will be seen later, 
the importance of the budget will expand, as the 
scope for control contracts. 


e 
Do We Lean too Heavily upon 
Convenient Assumptions ? 


A useful device for short period cost control where 
wide output fluctuations are not envisaged, has been 
the classification of expenses into the categories of 
‘variable’, ‘semi-variable’ or ‘fixed’. Under condi- 
tions of automation, however, it seems likely that 
apart from the materials forming part of the product, 
other expenses varying closely with output will form 
but an insignificant proportion of total cost. More 
attention must therefore be given to ‘fixed’ costs, 
Tto see how fixed they really are, and whether manage- 
ment has any scope for unfixing some of them. 
“The following analysis of ‘fixed’ costs may serve 
as a basis for a study of this problem. 
(a) ‘Sunk’ expenditure. This comprises mainly 
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capital expenditure which for better or worse 
has been actually laid out, and cannot be con- 
trolled or changed except to the limited extent 
of the resale value. Although this expenditure 
may be amortized in the accounts over varying 
periods of years, these depreciation figures are 
simply a reflection of past expenditure. 

(b) Local taxation. The liability to pay rates is out- 

side the control of management. 
(c) Insurance. The cost of insuring against certain 
risks is a policy matter within the control of 
top management. ` S 

(d) Personnel. The inertia® of this E is 
high in a country where geographical and 
occupational mobility is rather restricted, 
Nevertheless the employmefit of people does 
fall within the control of management even if 
policy is tending to lift the control to higher 
levels. 

(e) Outside services. Each item in a wide range 

needs to be considered on its own merits, 

In the evolution of industry as well as natural 
species, adaptability and flexibility iff the face “of 
changing circumstances may be the best guarantee 
of the maintenance of one’s position, or even of 
survival. If as seems likely, automatipn results in a 
loss of flexibility, it is important te face this fact, 
and for the accountant to bring to management’s 
attention its effect on the cost structure of the 
business. 


AUTOMATION AND COST 
CONTROL 


Automation Predetermines Operating 
Conditions 


Having suggested some avenues of inquiry into 
costing procedures, it will now be necessary to con- 
sider what effect upon actual figures of cost may’ be 
produced by a conversion to conditions of automa- 
tion, and whether the task of cost control will thereby 
change. 

Certain new trends in seeded figures, which one 
may expect to find, will stem from the fact that auto- 
mation involves the predetermination of operating 
conditions to quite a considerable extent. 

‘< . . the new circumstances will necessitate a new 

appraisal of certain management functions in the 

automatic factory. It will, for instance, be absolutely 
essential that all preparatory work should be more 
thorough, and this will apply to every item, from 
market research to the testing of prototypes. 

Nothing can be left to chance or allowed to remain 

in abeyance when the whole factory is so closely 

integrated and keyed up to a higher tempo than 
ever before.’ 


Variations Will be Reduced 


The fact that so much will be predetermined in a 
highly automated set-up seems likely to cause a 
change in emphasis of a system like budgetary 


1 ‘Machines in the service of man’, Frank G. Woollard. 
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control, which concentrates on reporting variations 
or exceptions to management. Variations will tend 
to be smaller and exceptions fewer as human control 
is replaced by automation. 

` Features less likely. to be subject to casual. devia- 
tions will include: 


Rates of output. "These will. be planned, balanced 

` and rest entirely on machine performance, and 

should not vary, subject of course to machine 
breakdown or power failure. 


Staffing at, all levels. The operator will tend to 
exercise a more remote and general control, and 
inspection will become an automatic process. 
Personnel establishments vill, be fixed, jobs 
will be mores closely defined and payment by 
results will largely disappear. 


- Material usage. Spoiled work will be cut down to 
a minimum with automatic processing. Auto- 
matic handling of materials and components 
will reduce losses and damage. 


Running costs. The usage of electric, hydraulic and 
pneumatic power, gas and oils will vary closely 
with the running time pf the line and therefore with 
output. Furthermore, preventive maintenance on 
a highly-ogganized basis will aim to eliminate all 
casual stops in the production process. 


Non-controllable Factors 


Those features which remain outside the control of 
management will be subject to deviation as before 
and fall mainly into two groups: 


Level of output. The intensity of demand for the 
products of the automatic factory is likely to 
assume an overriding importance, and variations 
in demand causing the usage of factory capacity 
to fall below the planned level will have serious 
consequences, Stocking policy will of course 
take care of foreseeable seasonal fluctuations. 


Price of all factors. The prices of all grades of 
labour, of materials and of outside services will 
be determined by supply and demand. No new 
problem arises here, as any adequate costing 
system should throw up the effects of significant 
variations as a matter of routine. : 


Cost Control will Become Easier 


The need to measure deviations from standards will 
not diminish as automation progresses, but it 
appears that the number of significant deviations 
will be reduced. This suggests that cost control will 
become an easier task, 

To the extent that cost figures are affected by the 
vagaries of the human factor, the problem should be 
narrowed as automation implies a reduction in the 
number of people present at the scene of operations. 
With ‘direct’ labour virtually disappearing, wage 
analysis may in large part be eveatually prede- 
termined. i 
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Some of the prime data -and ultimately quite a 
large proportion — will be provided as a by-product. 
of the automatic systems which will control produc- 
tion. The increased speed and accuracy will prove 
great advantages. 

Even without considering the possibility of using 
electronic devices for book-keeping it would seem 
that the recording aspect is going to be simplified 
and made more automatic. This trend will be wel- 
come, as it should release the cost accountant to 
devote more time to investigations, interpretation of 
results and forecasting. 


CHOICE AS A MANAGEMENT 
PROBLEM 


Progress by Substitution 


Up to this point, cost accounting has been examined 
with reference to industrial conditions in which 
automation was already in operation.. It has been 
seen that once the automatic production line has been 
set going, cost control will be relatively easy. But™ 
what of the sequence of events which leads to the 
adoption of automation? 

Progress in industry is achieved through a con- 
tinual change and rearrangement of factors of produc- 
tion and their method of employment. One type of 
labour is substituted for another or converted by 
retraining; machines replace labour; a new machine 
replaces a less suitable machine; a new arrangement 
of existing machines replaces a less effective set-up; 
or perhaps a combination of all these changes takes 
place, the aim of management being to deploy its 
resources to the greatest advantage. 


Profound Changes 


Where an extensive project of automation is under 
consideration the changes will be profound, reaching- 
deep into the business and affecting for example 
product design, machines, methods and production 
control. In the ultimate case where a factory is made 
completely automatic, very little of the old may be 
preserved, and if fresh capital has to be raised to 
finance the operation, even the ownership SES be 
modified. 


Importance of the Initial Deci8ion 


There must always be at the back of our minds, 
however, the disturbing thought that if the initial 
decision to install a highly-automated plant was a 
bad one, then all the cost control in the world may 
not be able to redeem the situation after the expendi- 
ture on buildings, plant, machinery and equipment 
has been incurred. Once a project has been completed. 
and set going, its momentum will be such that it will 
be difficult to stop without heavy loss and disruption. 
Because of the high initial expenditure’ before the“ 
commencement of production, management will be 
most reluctant to cut back on its budgeted output So 
long as marginal revenue is likely to cover marginal 
cost. The ineacapable conclusion is that meticulous 
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planning, and careful assessment of the economics 
should be undertaken before a large automation 
project is approved. 


Principal Financial Yardstick 
Concentration upon detailed aspects of the com- 
parative efficiency of industrial processes, such as 
speeds, number of employees, floor areas, scrap 
percentages, profit percentage to sales, and the like, 
should not obscure the fact that it is necessary to 
have some overall economic measure which will 
embrace all the above and many other factors, giving 
each its due weight. This principal yardstick is the 
return on capital employed. 

Automation to be justified must not only pay, but 
pay better, than alternative methods, in terms of 
return on capital. The reason why the fully auto- 
matic factory is unlikely to be seen for a long time, 
is not so much on account of technical difficulties, 
but rather that beyond a certain point, additional 
increments of capital invested will not yield a satis- 

~ factory return. 


Importance of the Balance Sheet 


The cost accountant must be prepared to look to 
the balance sheet, and to give to the study of capital 
employed the same concentrated attention which has 
too often been reserved for costs and profits. Where 
large automation projects are in view, further sub- 
stantial investment of a long-term character may be 
involved. Also additional temporary finance may be 


required if finished stocks are intended to act as a- 


buffer between a seasonal demand, and the uniform 
output rate of an automatic production line. Someone 
will have to calculate what cash will be needed, and 
also when it will be needed. It is then surely beyond 
doubt that there will be an absolute necessity to 

‘institute the systematic planning and control of all 

` items in the balance sheet. No matter how capable 
the technical resources available, the most progressive 
company: may be brought to its knees if it ignores 
the financial facts of life. 


The Problem of Choice 


The basic and continuing problem of management 
under alf forms of production is how to make the 
best use of the resources under its control. In the 
attempt to choose the best of many alternatives 
which offer themselves day by day, management is 
continually making decisions, some of slight and 
some of material significance. Automation brings a 
change to the situation because its introduction will 
involve decisions which are more far-reaching and 
also more difficult to reverse. 


“If the potential value — and the limitations ~ of the: 


MV 


cost accountant’s contribution at the decision-making 
stage are to be appreciated, it will be necessary to 
consider some of the various criteria by which 


management arrives at its important decisions. The- 


ever present difficulty is that different courses of 
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LH 
action may be attractive from certain points of view 
but not from others. Thus for example a wide range 
of colour.and finish of a product may be the optimum 
from the point of view of selling, but a single colour 
and a single finish may be the production éptimum. 
The following diagram illustrates the perpetual con- 
flict, but is not in any way comprehensive. 


Technical Optimum 
The best product; tight 
limits of accuracy; high:- 
quality materials, etc.; 


probably expensive to ° e 
make i 
f A CH 
Industrial Relatitns Optimum for Continuity 
Optimum e and Survival 
No redundancy; no dis- Adaptability; flexibility, 


turbance of existing <~— ~> diversification; quick turn- 
practices, over of investment; high 
profits. 


Marketing Optimum Shareholders’ Optimum 
Wide range and variety of Regular and increasing 
product; immediate avail- <— e —> dividends. (Fresh capital 
ability from stock; com- likely @ be forthcorhing 

petitive prices, } if required.) 
Optimun: Production 


Efficiency . 
Low cost; restricted product 
range; standardization, 
specialization, simplifica- 
tion; long runs. 


} 


Automation 


Less product variety; very 
long runs; uniform quality; 

iform output rate; more 
inflexible set-up; high capital 
investment; risk of obso- 
lescence; redeployment of 
personnel (some jobs may 

disappear), 


Finance Not the Sole Consideration 


One factor of great importance which cannot be 
shown satisfactorily on the diagram is the time 
dimension. What may seem attractive in the short 
run may make but a poor showing in the long period. 
Yet it is long-term profitability that is vital, and one 
of the major difficulties of top management is trying 
to visualize probable major conditions say five to 
ten years ahead. But if long-term prospects are the 
most important, so are they the most difficult to 
express in financial terms, at least within workable 
tolerances. Major decisions may therefore have to be 
taken in a no-man’s-land outside the range of 
normal financial calculations. Quite apart from the 
question of the time dimension, there are many other 
factors — industrial relations, for instance — which 
cannot be evaluated in precise financial terms. It is 
then true to say that in proceeding to the conclusion. 
of every business decision, there is a point beyond 
which figuring cannot go, and that there is left a 
gap which can be spanned only by judgment. 
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The Cost Accountant’s Task 


While acknowledging the limitations of financial 
appraisal of business situations, it is surely the job 
of the cost accountant to reduce, so far as possible, 
the area of uncertainty. Hunch or intuition is no 
substitute for facts where these are ascertainable, or 
can be estimated within reasonable tolerances. Al- 
though one should avoid over-emphasizing the 
importance of factors which are conveniently sus- 
ceptible to financial assessment, it is clear that a 
very important task lies in setting out the financial 
infplications of the various proposed courses of 
action. Perhaps one migRt then pose a final question 
— this time to management. o 
* Does Management Consult the Cost 

Accountant at a Sufficiently Early Stage ? 


In some cases the cost accountant is consulted at so 
late a stage that he has little alternative but to believe 
that management is hoping to be handed figures in 
support of a case that has actually been decided. 
Where large automation ‘schemes are being con- 
sidered, failure to obtain an objective assessment of 
the financial implications cpuld indeed be disastrous. 
The value of any help that the cost accountant can 
give at the decision-making stage must surely out- 
weigh the usefiilness of any melancholy commentary 
which he may be able to provide once an ill-con- 
sidered decision has been implemented. 
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Conclusions 
The salient points may be summarized as follows: 


(a) Conditions of automation will place additional 
strain on the plausibility of certain conventions 
and of time-honoured costing procedures, Es- 
tablished practices will have to be subjected 
to searching inquiry. 

(6) Predetermination of operating conditions, so 
characteristic of automation, wilf result in 
easier cost control, thus allowing the cost 
accountant to concentrate more on investiga- 
tions. 

(c) In highly-automated factories, gaps in the flow 
of production will be costly. The soundness of 
the initial decision will be supremely important. 

(d) The cost accountant’s greatest contribution will 
lie in helping management choose the most 
advantageous course of action. 

(e) Automation will often involve large schemes of 

. investment, and this will direct attention to the. 
balance sheet and to the need for careful ~ 
financial planning. g 
It is important to the entire community that auto- 
mation should be introduced into British industry 
with foreknowledge and understanding. In assisting 
management to judge the timing and the extent of 
its application, the cost accountant will find a satis- 
fying task. 





Reviews 


The City’s Invisible Earnings 


by WiıLLiam M. CLARKE. (‘The Institute of Economic 
Affairs, 24 Austin Friars, London, EC2. Library 
edition 7s 6d net; paper bound 5s net.) 


The services: which the City of London renders to 
the financial and commercial world at large make this 
country richer by, it is estimated, about £150 
million a year. How insurance companies, merchants, 
bankers and brokers contribute to these invaluable 
invisible earnings is told in straightforward factual 
fashion by Mr Clarke. He also sums up in a final 
chapter the fairly reassuring prospects of the City 
continuing to be, despite all the restrictions it has had 
to overcome in the last decade or so, the acknowledged 
centre of international finance. The turn of forth- 
coming events in Europe may be decisive but if the 
past and present tradition of enterprise and experi- 
ence’ is maintained then London’s uniqye position is 
unlikely to be seriously threatened. 


H 


Money at Work 

Edited by MILTON GRUNDY, M.A. (Sweet & Maxwell 
Ltd, London. 17s 6d net.) 

Most accountants should already be familiar with the 
contents of the first part of this survey which covers 
all the orthodox ways of investing money ~ in public 
and private companies, in property, in life assurance 


‘and pension schemes, in mortgages and by deposits 
with finance houses, hire-purchase concerns and 


building societies. What will almost certainly be new 


to many is the information contained? in the contri- 
butions making up the second part on how to buy, 
for future profit, pictures, furniture, silver, jewellery, 
glass, Chinese works of art, coins, wines, books and 
manuscripts and, lastly, stamps. 


Although the individual chapters are too short to 


give more than a glimpse of the possibilities, that 
which is revealed by the experts is intriguing. To 


obtain aesthetic as well as capital appreciation from 
one’s well-chosen investments must be one of the 
most satisfactory of all forms of business endeavour.: 
The exercise, however, is much more difficult than 
it would seem to be. Fashion, as well as innate taste, 
determines prices and the valuable of today, tomorrow 
may be junk. Mr Evelyn Joll, in his chapter on 
pictures, instances the case of a first state of the 
mezzotint of the Countess of Harrington engraved 
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by Valentine Green from the original Reynold’s 
portrait. In 1924, it fetched £800 but in 1956 changed 
hands for only £38. This is but one of the examples 
quoted and in assembling a collection of any kind, 
‘careful attention must be. paid to the fickleness of 
current popularity and its affect on prices. 

The editor prefaces the survey with a matter of 
fact chapter on the tax factor and the appendix 
includes symbolic tables of tax and death duty rates. 


Puzzle-Math 


By GEORGE GamMow and Marvin STERN. (Macmillan 
& Co Ltd, London. 8s 6d net.) 


For those who like mathematical puzzles to be 
presented as human situations and not as examination 
questions, this is the book. Its two authors — scientists 
working on different floors of the same building — 
both noticed that when thé one wanted to visit the 
other, the elevator usually seemed to be going in the 
wrong direction. This common discovery, which 
they eventually worked out as an illustration of the 
difference between frequency and phase, led them to 
the further discovery that both were interested in 
brain-teasers. Together, they made this collection 
which, if it contains some familiar problems like 
that of the bee flying backwards and forwards be- 
tween two approaching trains, also enshrines some 
(to the reviewer) delightful new ones such as that of 
the Sultan who wished to control the ratio of men 
to women in his country’s future population. 


Industrial Law 


Fifth Edition by H. Games, M.A., Barrister-at-Law. 
_ (Sir Isaac Pitman & Sons Ltd, London. 21s.) 


“So heavy is the legal burden which rests on the 
employer of labour today that it is virtually a necessity, 
and certainly very desirable, for anyone holding a 
responsible position in industry to have a sound 
working knowledge of the basic principles of that 
somewhat amo rphous body of legal rules grouped 
together under "Oe heading of industrial law. He 
probably «ould not do better than to study Mr 
Samuels’ book, which, intended as it is for the 
layman rather than the expert, deals with the subject 
in a simple and straightforward manner. 

Naturally, it is not possible, in so small a compass, 
to deal with every aspect of the law with which a 
person engaged in industry is likely to come into 
contact, but the author deals at some length with the 
contract of employment, statute law concerning 
conditions of work in factories, and injuries at work. 

Other important subjects, such as trade unions and 
trade associations and conciliation and the settlement 
of disputes, are dealt with more briefly. Propositions 
of law are well supported by reference to cases, 
which enable the student who wishes to pursue the 
subject more deeply to do so conveniently. 
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SHORTER NOTICES 


THIRD CUMULATIVE SUPPLEMENT TO DYMOND’S 
DeatH Duties i2th edition by Robert Dymond 
and Reginald K. Johns, LL.B. (The Solicitors’ 
Law Stationery Society Ltd, London 21s net.) 
The new supplement is 182 pages long as against 
the 122 pages of its immediate predecessor, which 
shows what a lot happened in estate duty in the 
twelve months ended October 1958. One matter for 
particular note is the full treatment which the 
authors give of the decision in Midland Bank Executor 
and Trustee Co Ltd v. Cgmmisstoners of Inland. 
Revenue (1958) T.R. 79. 


Diary FOR Lawfers 1959. 67th edition by W. 
Redman, (Sweet & Maxwell Ltd, London. 22s 8€ 
net.) This desk diary can be thoroughly recom- 
mended. The printing, binding and layout are 
exemplary both in appearance and utility. There 
is a mass of information most of which is just as 
interesting to the accountant as to the lawyer. A. 
full page is given for every, day Ge Sunday and 
there is a useful thumb index. 


RECENT PUBLICATIONS 


e 

NATIONALIZATION IN Britarn: The End,of a Dogma, by 
R. Kelf-Cohen, C.B., M.A., B.SC.(ECON.). X-+310 pp. 
9X6. 25s net. Macmillan & Co Ltd, London. 

Price Turory, by W. J. L. Ryan. ix+396 pp. 9X6. 
31s 6d net. Macmillan & Co. Ltd, London. 

THE LEGAL ASPECTS OF INDUSTRY AND COMMERCE, by W, F. 
Frank, LL.B., B.COM., M.SC.(ECON.), DR.JUR. 256 pp. 
9X6. 12s 6d net (England). George G. Harrap & Co Ltd, 
London. 

Purcuase Tax, by A. T. Grieve, M.A., LL.B.(CANTAB). 
X+208 pp. 84 x 5. 25s net. Sweet & Maxwell Ltd, London. 

AUTOMATION AND COMPUTING, by Andrew D. Booth, D.SC., 
PH.D. 158 pp. 9 X 6. 25s net. Staples Press Ltd, London. 

THE CHANGING PATTERN oF DISTRIBUTION, by Nicholas 
A. H. Stacey and Aubrey Wilson. x+380 pp. 9X6. 

45s net. Business Publications Ltd, London. 

FINANCIAL PROBLEMS OF THE FAMILY Company, by A. R.. 
English, A.C.A. x+ 164. pp. 8 X 5. 21s net. Sweet & Maxwell 
Ltd, London. 

Tax PROBLEMS OF THE FAMiLY Company, second edition, 
by Milton Grundy, M.A., Barrister-at-Law. viii+157 pp. 
84x5. 175 6d net. (U. E. only.) Sweet & Maxwell Ltd, 
London. 

Income Tax, Law anp Practice, twenty-eighth edition, 
by Cecil A. Newport, F.a.c.c.a., and H. G. S. Plunkett, 
Barrister-at-Law. xli+464 pp. 9 x6. 30s net (U.K. only). 
Sweet & Maxwell Ltd, London. 

A SIMPLE GUIDE TO NEGOTIABLE INSTRUMENTS AND THR 
BILLs oF EXCHANGE Acts, second edition (including the 
Cheques Act, 1957), by Dudley Richardson. ix+ 184 pp. 
745. 178 6d net (postage 1s extra). Butterworth & Co 
(Publishers) Ltd, London. 

BUILDING CONTRACTS OF LOCAL AUTHORITIES, prepared for 
R.LP.A. Corporate Members. Studies of Administrative 
Methods, Number Seven. 30 pp. 84.54. Card covers. 
5s net. Royal Institute of Public Administration, Haldane 
House, 764 New Cavendish Street, London, W1. 

BUDGETARY CONTROL AND STANDARD Costs, The Practice 
of Accountancy as an Aid to Management, fourth edition, 
by J. A. Scott, C.A., F.C.W.A., A.M.B.I.M. X+213 pp. 9X6. 
ais net. Sir Isaac Pitman & Sons Ltd, London. 

Tue Boss, The Life and Times of the British Business Man, 
by Roy Lewis and Rosemary Stewart. 255 pp. 9X6. 
2is net. Phoenix House Ltd, London. 
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Finance and Commerce 


Dennis Brothérs 


HIS week's reprint gives the accounts to Sep- 

tember 30th, 1958, of Dennis Brothers Ltd, the 
commercial vehicle builders whose name, is associated 
with fire engines and fire-fighting equipment. 

With these accounts, a new form has been adopted 
ut-which one of the points is the departure from the 
description ‘reserves’ e something which describes 
how the figures brought into the context of capital 
have arisen. The description used is ‘8arnings retained 
in the business’ which is brief and to the point. 
Another item which turns accounting terminology 
into normal language is ‘earnings retained for taxation 
in temporary use’. The treatment of dividends under 
‘use of earnings’ is also interesting. 

Mr David J. Grimes, the chairman, points out that 
the cash resources showg in the accounts will be 
netded in (bes near future to finance new develop- 
ments in all sections of the business, requiring tools, 
equipment and substantial stocks. 


Rover’s Stacks 


CHANGE has been made this year by the Rover 

Co Ltd in the basis of stock valuation. The 
board consider the time has come for the valuation 
to be brought on to a basis similar to that accepted 
for taxation purposes. 

Mr Spencer B. Wilks, the chairman, explains that 
work in progress and stocks of finished parts and 
vehicles have hitherto been valued on a basis first 
adopted some twenty-five years ago and consistently 
followed since, except during the war years when 
there was no vehicle production. But as this basis of 
valuation varies appreciably from that accepted by 
the Inland Revenue in the computation of the com- 
pany’s taxation liabilities, the financial results are 
liable to be distorted in years in which there is an 
appreciable difference between the opening and 
closing stocks. 

The change has been made from August 3rd, 
1957, the opening of the year of the accounts, and the 
increase in the valuation of stocks at that date amount- 
ing to £461,481 has been added to general reserve. 

comparative figures in the accounts have not been 
adjusted to the new basis and stand as published last 
year so that the item reads: £7,035,176 — 1958; 
£4,029,466 — 1957. If the new basis had been used 
for the year to August 1957, the consolidated net 
profit after taxation would have been £726,235 
instead of £807,833. 


Asset Values 
A; indication of present asset worth is given by Sir 


Leonard Lord, chairman of the British Motor ` 


Corporation Ltd, in his statement with the accounts 
to July 31st, 1958. 


The consolidated balance sheet shows freehold 
and leasehold land and buildings at valuation or cost 
of £15,830,650 less £3,412,696, or £12,417,954 net. 
Plant and equipment at valuation or cost amount to 
£53:497,483 less £29,588,090 for depfeciation, or 
£23,909,393 net. The carried out total for the fixed 
assets is therefore £36,327,347. 

Sir Leonard says that the accounts show the value 
of the corporation’s fixed assets based on their 
original purchase price. Present worth, he points 
out, is considerably higher than when they were 
purchased. 

To convey to shareholders some idea of the present- 
day values of these assets, estimates have been pre- 
pared, based on their depreciated fire insurance 
values and up-to-date land values. “The result,’ says 
Sir Leonard, ‘is that if land, buildings, plant and~⁄ 
equipment appeared in the balance sheet at this 
estimated worth, a surplus would arise of approxi- 
mately £24 million, thus bringing this item to over 
£60 million.’ 

‘For the present,’ he adds, ‘it is not proposed to 
make any adjustment to the accounts in respect of 
this surplus but the matter will be kept under 
consideration.’ 


Eleven Months’ Delay 


UBLICATION of the accounts of Lewis & Peat 
Ltd, produce brokers etc., for the year to Decem- 
ber 31st, 1957, has been delayed for nearly eleven 
months after accounting date. Politics in the Far East 
have reduced prospects in that area. Eiforts are being 
made to diversify the business as a whole and it was 
in the hope that the board would have something 
definite to report that the accounts were held up. 
Unfortunately, that point has not yet been reached. 
Meantime, resources have been mobilized to offset 
the £44,015 loss after taxation (against £39,118 
profit). Mr H. Boyden, the chairman, draws attention 
to the fact that although total losses incurred, includ- 
ing items relating to prior years, amounted tô £62,106, 
total shareholders’ funds have been reduced by only 
£29,995 to £589,783 after providing {£10,350 for 
prererence dividends. 

The reason for the comparatively small reduction 
in shareholders’ funds, he says, is the crediting to 
capital reserve of amounts totalling £36,843 including 
a surplus arising on a revaluation of certain share- 
holdings subsequently disposed of. Tne sale took 
place in the early part of r958 and the holdings were 
valued in the end-1957 accounts at the prise realized. - 


KE 


Next Week’s Reprint 


The accounts of Toledo Woodhead Springs Ltd will 
provide the subject of next week’s reprint. 
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CITY NOTES i 


HE approaching Christmas holiday has had its 

. inevitable effect on the volume of stock-market 
business but the- continued firmness of industrial 
equities remains evident. Investment of unit trust 
money is a decided-influence. 

Equity demand has become particularly selective 
with a more marked tendency for money to be placed 
into the shares of heavy*industry companies in the 
belief that the New Year may see the delayed result of 
recently taker! credit moves. 

The British Aluminiuin-Tube Investments tussle 
still attracts considerable attention. with the City 
gwing more confident that Tube Investments will 
attract support for its direct take-over bid. The main 
factor in the British Aluminium affair is the question 
of future control. Under British Aluminium’s deal 
with the Aluminium Company of America the 
possibility of future American control of the company 
cannot be ruled out of the reckoning. 

Another subject for consxderable City discussion has 
been the failure’of the Midland Bank to secure Capital 
Issues Committee consent tọ a rights issue. The C.LC.’s 
attitude seems at variance with that of the Treasury 
which has given the banks freedom to lend.. That 
freedom apparently stops short at raising new money. 

While the industrial equity market remains firm the 
gilt-edged section still finds it difficult to make any 
worth-while headway. 

Institutional support for the funds is still lacking and 
the banks and insurance companies still appear, on 
balance, to be sellers. The lower level of prices is, 
however, bringing in some Trustee money on a re- 
‘demption yield basis. 
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RATES AND PRICES 
Closing prices, Tuesday, December 16th, 1958 


Bank Rate 
Feb. 16, 1956 54% May 22, 1958 54%: 
Feb. 7, 1957 5% June 19, 1958 5% 
Sept. 19, 1957 7% Aug. 14, 1958 4t%: 
Mar. 20, 1958 6% Nov. 20, 1958 4% 
Treasury Bills A 
Oct. 10 £3 138 072d% Nov. 14 £3 118 o97d% 
Oct. 17 £3 12s 3°08d% Nov, 21 £3 Be 468d% 
Oct. 24 £3 138 794d% Nov. 28 £3 6s 1:20d% 
Oct. 31 £3 11s8-23d% Dec. 5 £3 Ar 5°75d% 
Nov. 7 £3 11s yod% Dec. 12 £3 28 4:92d% 
Money Rates 
Day to day ae Bank ai het 
7 days 3-389 2 mon 34-3 169 
Fine Trade Bilis R 3 months 34-3 eh 
3 months 44-5% 4 months 34-37% 
4 months 4¢-5% 6 months 34-34% 
6 months 44-54% : 
Foreign Exchanges ‘ ie 
New York 2°80¢-$, Frankfurt 11683-4 
Montreal 270-4 Milan 17454-64 
Amsterdam 10°563—57 Oslo 20°00}—} 
Brussels 139'274-—-30 Paris Lrapë 2 
Copenhagen 19°32433 Zurich ` 12‘19t-4 
Gilt-edged 
Consols 24% sojxd Funding 4% 60-90 80% 
Consols 4% 74% Savings 24% 64-67 8345 
War Loan 34% 65% Savings 3% 55-65 gof 
Conversion 34% 65 Savings 3% 60-70 794 
Conversion 34% 1969 B Savings 3% 65~75 Ak 


Exchequer otf 1966 133 $ 
Funding 3% 66- 
Funding 3% seat Sir 
Funding34% 99-04 “ae 


Treasury 24% 484 
Treasury 34% 77-80 76 
Treasury aie 79-81 
Victory 4% 





‘Current Law 


Indemnity of Trustees 


IS Re Grimthorpe’s Will Trusts ([1958] 1 All E.R. 
765), the trustees of the will sought and obtained 
fyom Danckwerts, J., an order that objections made 
by them to the taxation of costs under an order made 
in proceedings in which they sought directions as to 
the investment of the trust moneys be allowed and 
referred back to the taxing master to vary his 
certificate accordingly. 

The taxing master had taxed down four items in 
the bill of costs relating to counsel’s fees. Holding 
that these items which had been actually paid by the 
trustees in good faith should be allowed in full, 
his lordship pointed out that the general rule as to 
costs incurred by trustees was quite plain: they were 
entitled to be paid back all that they had had to pay 
out. 


Retrospective Foreign Law 

N National Bank of Greece and Athens, S.A., v. 

Metliss ([1957] 3 All E.R. 608), the House of Lords 
held that a Greek law whereby the appellant company 
was constituted the universal successor on the 
amalgamation of two other companies had the effect 
of transferring to the successor liability under a 
contract, the proper law of which was» English, 
whereby one of the amalgamated companies had 
assumed liability as a guarantor. 

In further actions arising out of the same guarantee, 
Diplock, J., in Adams and Others v. National Bank of 
Greece and Athens, S.A.: Prudential Assurance 
Company Limited and Others v. Same ([1958] 2 All 
E.R. 3) considered the effect of a decree of the Greek 
Government amending the earlier law with a view 
to absolving the successor company from any 
liability on the guarantee. The plaintiffs aggued that, , 
since prior to the making of the amending decree, the 
defendant was liable in English law, as the House of 
Lords had decided, if it had subsequently ceased to be 
liable, but had nevertheless continued to exist as a 
juristic person? it must be by virtue of a ‘discharge of 
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its contractual liability that was valid in English law, 
which was the proper law. 

Diplock, J., accepted this argument and held that 
it was beyond question that an English Court would 
not treat the amending decree as effective to discharge 
the defendant so far as concerned liabilities under a 
contract of which the proper law was English. His 
lordship rejected the view that the decree was not 
in substance a law discharging contractual liabilities, 
but one witħin the category of a law of succession, 
because it purported to achieve its object by amending 
a pre-existing law of succession: a law which altered 
the rights and liabilities of persons who were already 
successors, though it might be a law relating to 
‘successors’, was not a law of succession at all. Nor 
did it make any difference that the decree, by its 
restrospective nature, sought to say that the defendant, 
which had previously been constituted a successor, 
had never been a successor at all so far as liability on 
the guarantee was concerned. , 


BE? 


OAR 


~ Restraint of Trade 
TE Court of Appeal in Kores Manufacturing 
Company Limited v. Kolok Manufacturing Com- 
pany Limited ([1958] 2 All E.R. 65) has affirmed the 
decision of Lloyd-Jacobs, J. ([1957] 3 All E.R. 158), 
that a reciprocal agreement between two companies 
restraining the employment of each other’s former 
employees within a period of five years was void and 
unenforceable. In so holding their lordships had 
regard particularly to the fact that the agreement 
imposed the restraint in respect of all employees 
without distinction between those who were possessed 
with trade secrets or confidential information and 
others who were not so possessed, and the fact that 
although, on the evidence, the real reason for the 
agreement was the proximity of the two companies’ 
pe factories, there was no provision in it limiting its 
* duration to the period while that proximity lasted. 
Even on the assumption that the agreement was 
impliedly terminable by six months’ notice on either 
side (a question which their lordships did not in fact 
decide), the agreement was still void. 
In the words of Jenkins, L.J., who delivered the 
judgment of the Court, ‘. . . the agreement . . . was 
grossly in, excess of what was adequate to protect 
that for which the plaintiffs required protection from 
the dangers against which protection was required’. 
While it was true that the agreement was between two 
employers, and not between employer and employee, 
an employer had no legitimate interest in preventing 
an employee, after leaving his service, from entering 
the service of a competitor merely on the ground that 
the new employer was a competitor. It seemed to be 
open to question whether an agreement directed to 
= preventing employees of the parties thereto from 

doing that*which the employees could not by individ- 
ual covenants with the respective employers validly 
bind themselves not to do should be accorded any 
greater validity than the individual covenants by the 
employees themselves would possess. e 
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Their lordships left undecided the question which 
was raised whether an agreement between employers, 
if it were reasonable as between the parties to it, 
would be unenforceable, as being a restraint of trade 
contrary to the public interest, unless it created 
something in the nature cf a monopoly of employ- 
ment in a particular trade. Se 


Innocent Misrepresentation on 
Sale of Reversion 


HE defendant in Brown v. Raphael ([1958] 2 All 
E.R. 79) was a trustee in bankruptcy*who offered 
for sale by auction the absolfite reversion in a trust 
fund to which the bankrupt was entitled. The fund 
had been set aside to pay an annuity to an annuitans 
who was then 69 years old. The revérsion was offered 
subject to all death duties which might become 
payable and the particulars of sale stated that estate 
duty would be payable on the death of the annuitant 
‘who is believed to have no aggregable estate’. The 
firm name of the vendor’s solicitors appeared at the 
end of the conditions of sale. While these solicitors 
had in fact made inquiries concerning the annuitant’s 
estate, no information justifying the belief that she had 
no aggregable estate had been forthcoming, so that the 
statement of belief was inserted in the particulars 
mistakenly (though, as the trial judge held, honestly). 
The Court of Appeal affirmed that the plaintiff, the 
purchaser of the reversion, was entitled to rescission 
of the contract on the ground of innocent misrepre- 
sentation because he had established the three things 
which must be established where such a ground is 
relied on, viz. (a) that the language relied on im- 
ported or contained a representation of some material 
fact, (b) that the representation was untrue, and (c) 
that, in entering into the contract, the plaintiff was 
induced to do so in reliance on it. 

On the facts, the words ‘believed to have no 
aggregable estate’ impliedly represented that there 
were reasonable grounds for that belief because the 
vendor’s knowledge of the facts relevant to the 
annuitant was superior to that of the purchaser and 
the name of his solicitors appeared on the conditions 
of sale. 

Delivering the leading judgment of the Court of 
Appeal, Lord Evershed, M.R., applied a dictum of 
Bowen, L.J., in that Court in Smith v. Land and 
House Property Corporation ((1884) 28 Ch.D. 7, 15), 
where that learned Lord Justice, having said that in a 
case where the facts were equally well known to both 
parties what one of them said to the other was 
frequently nothing but an expression of opinion 
which, in so far as it was a statement of fact, about 
the condition of mind of the person expressing it, was 
only a statement of an irrelevant fact, since it was of 
no consequence what the opinion was, went on to say: 

‘But if the facts are not equally known to both 
sides, then a statement of opinion by the one who 
knows the facts best involves very often a statement 
of a materigl fact, for he impliedly states that he 
knows facts which justify his opinion.’ 
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Correspondence 
` Letters must be authenticated by the name and address of 
the writer, notenecessarily for publication. The Editor does 


not necessarily agrée with, or hold himself responsible for, 
the opinions expressed. 


Plea for Uniformity in Business ` 
S Documents 


Sir,-A visit to the recent Computer Exhibition, 
together with the leading article in your issue of 

ecember 6th, prompts this humble plaint. It is now 
possible to calculate the most complicated formulae 
and print the answers at phenomenal speeds. I cannot 
help wondering, however, whether this advance in 
the technical skill of handling information is not far 
ahead of the apparent inability of the business 
community to settle much simpler problems that 
have been with us for many years. 

‘Having bees concerned with mechanization in one 
form or another for over twenty years, I constantly 
experience a sense of ffustration at the complete 
lack of uniformity of documents passing between 
one business hoyse and another. It must be common 
experience of many of your readers, after having 
toiled for months on the development of a scheme, 
to find that it is the exceptions which threaten its 
ultimate efficiency. Some customers must have 
each invoice in duplicate; there will be certain to be 
some who want invoices in triplicate. There will be 
Government departments who will not accept your 
invoices at all and will demand seven copies of 
form ‘XYZ’, and borough councils who insist on 
receiving back their order with the invoice details 
marked on it. 

In developing a system one gives consideration 
to the provision of inserting information for the 
customer. Obviously he will need to be told his 
order number, if indeed, he has sent an order. 
Quite likely he has not sent one, but will return 
the invoice because it bears no order number just 
the same. So we must give him his order number. 
How many digits is it reasonable to allow so that 
he may link up his invoice with his order?’ Few 
companies can send out so many orders that it is 
ifmpossible to locate them within a series of five 
digits: surely it takes a little time to send out 99,999 
orders. Let us be generous and allow seven digits, 
in case there is an alphabetical prefix. What do we 
find? ‘Your invoice cannot be dealt with unless it 
bears this order number...’ and then follows a 
number containing perhaps thirty digits interspersed 
with verticals; ‘Our catalogue and part numbers 
must be shown on your invoice . 

No sooner was the Cheques Act ‘passed than every 
accountant was inundated with requests that state- 
ments be sent in duplicate. At least ong, Chamber of 
Commerce went to the length of advising i its members 
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to make this request. Ye gods! Since it is our state- 
ment of account, surely if we give the date and 
number of our invoice and the amount, this should 
enable the customer to recognize what we are talking 
about. But no, this customer must have his order 
numbers quoted on the statement; the other customer 
must have the date of his order quoted, and so it 
goes on. No one dare refuse because ‘if you are 
going to lose a customer just because he asks for 
another copy of the statement, we shall°soon be out 
of business’. Quite right, too. My company has to 
make its living in a highly competitive world and 
knows if the customer does not buy from us he 
can buy from somewhere else, however misguided. 
we may think this to be. 

Some years ago, the British Standards Institution 
produced a series of booklets on standardization 
in the office. As far as I can tell, these appear to 
have had not the slightest influence. Let it not be 
thought that it is the smaller people who always 
give this sort of trouble. On the contrary, the larger 
organizations are sometimes the worst sinners in“ 
making the most complex demands in the matter 
of documents and order numbers. To quote Gerard 
Manley Hopkins, “Is there no one, nowhere, nobody, 
not at all’ who can take the lead in cutting out all 
the waste of manpower which must arise from every 
organization being a law unto itself in this matter. 
I suppose it is expecting too much from the machine 
manufacturers to agree upon what is an invoice, 
because if they refuse to supply the machine which 
produces all the oddities a prospective client requires, 
he will go somewhere else and get it. 

Yours faithfully, 
FRUSTRATED. 


Recommendations 18 and 20 


Sir, — The correspondent whose letter appeared in , 
your November 22nd issue may or may not be right ‘ 
when he says that the object of preparing a balance 
sheet is to show the proprietor the value of his 
business. He will be right where a liquidation balance 
sheet is concerned, but wrong in respect of the balance 
sheets included with the annual accounts of busi- 
nesses. The object of preparing anneal accounts for 
businesses is to ascertain profits, and anyone who 
tries to estimate the value of his shares by studying 
a published company balance sheet can blame him- 
self for the consequences. 

The Institute's new Recommendations 18 and 
20 ignore this vital fact, and proceed on the basis 
that the function of both balance sheet and profit 
and loss account is ‘to give a true and fair view’ in 
the one case, of the state of affairs of the company, 
and in the other, of the profit or loss of the year. 
As I pointed out in an article on ‘Accounting , 
terminology’ which you published in Mårch 1957, ` 
these two objects are mutually exclusive, and rio 
fair-minded accountant could assert.that a balance 
sheet prepared in conjunction with an accurate 
profit and loss account was. anything. more than a 
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list of balances, most of which have a merely his- 
torical interest. 

The fundamental obstacle which precludes a 
going-concern balance sheet from presenting a true 
and fair view is the distinction between fixed and 
current assets, a distinction rightly seized upon by 
the judicial mind as of crucial importance in balance 
sheet presentations, and incorporated in the Com- 
panies Act, 1948. Why the leaders of the account- 
ancy profesion should invite its members to flout 
the provisions of paragraph 4 (2) of Schedule VIII, 
as they do in Recommendation 18 (29) is incompre- 
hensible. If they had recommended that the non- 
sensical provisions of Section 56 of the Act be 
ignored instead, I for one would have been greatly 
cheered. 

The distinction between fixed and current assets 
does not rest upon intention, as the Council er- 
roneously asserts (Recommendation 18 (31) and 
(35), Recommendation 20 (3)). It would be a poor 
look-out for accountants if they were made depend- 
-ent upon the assertions of managing directors. It 
rests upon the fact that current assets are shown at 


current market value, and fixed assets are not. That 


is the reason why quoted investments should be 
grouped with current assets, since accurate profit 
determination requires them to be shown in the 
balance sheet at current market prices (less expenses 
of sale, of course). 

The grouping required by the Companies Act 
would enable the reader of a balance sheet to separate 
the ‘realistic’ and ‘unrealistic’ figures it contains. 
This still would not enable him to make judgments 
about the value of his shares, but it would enable 
him to satisfy himself on the question of liquidity, 
and to follow its progress over the years. i 

To criticize the Council’s Recommendations in 
detail would take too long; they make disappointing 
“reading to those of us who look tò our own profes- 
sional body for leadership in the task of introducing 
an element of order into the subject of accounting. 
The problem is not solved by suppressing the titles 
‘assets’ and ‘liabilities’ (Recommendation 18 (5)) or 
replacing ‘net profit or loss’ by ‘trading surplus or 
deficit’? (Recommendation 18 (41) and (50)). I can 
imagine a pumber of items which might enter into 
and form part of net profit, but which would be 
incorrectly described as ‘trading surplus’ components. 

The unwillingness or inability to define lies 
behind the weaknesses of these Recommendations, 
and unless the problems of definition are tackled we 
shall simply drift further and further away from our 
true purpose, and end up as a body of unqualified 
legal advisers. It appears likely that there will be a 
spate of Recommendations to fill the handsome 
binders with which we have-been presented, but I 
Should like to enter a plea for quality before quantity. 
And is it necessary to go on using the word ‘com- 
parability’ when the dictionaries deny its existence? 

l Yours truly, 


Manchester. KENNETH 8. MOST. 
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First Step to Decimal Money 


Sir, ~ It is apparent that the acceptance of a decimal 
monetary system is likely to be difficult to introduce 
in this country, and as a first step towards making 
the public accustomed to the idea may I suggest 
that the present columnar methods of recording 
money be dispensed with. 

For example, instead of writing £12 7s gd, it 
should be shown as £12.07.9 and £34 128 11d 
would appear as £34.12.117 16s 4d would be $16.4 
and so on. Some device may have to be-used to 
avoid the S being confused with 5, but otherwise it - 
is at least a step towards decimalization even though 
the factors of a ppund would at this stage be retained. 

In any case figures printed by accounting machines 
often have this appearance. 

Yours faithfully, 

New Malden, - T. BARRETT. - 

Surrey. 


Saying it with Poetry 
Sir, — There has been a sequel to the correspondence 
which you published in your issue of December 6th. 
This same client sent an estimated assessment 
notice for 1958-59, with the following verse: 
To inspire me I besought my Muse 
Alas!-quoth she, ‘I must refuse, 
For C.A.s are most busy men, 
Alert all day with brain and pen. 
Your letters must be short and terse, 
Not blethers couched in doggerel verse’. 
Therefore I send this vile assessment, . 
Fearfully hoping there’s much less meant, 
For if that sum I’m asked to pay, , 
Then tragedy! Felo de se. 
Dear Sirs, don’t waste your scanty time 
In answering this in sparkling rhyme. 
Just say ‘With our continued help 
The Inspector’s doup we’ll gladly skelp’. 
PS. If ‘doup’ and ‘skelp’ are beyond your ken, 
Chambers will supply the gen. 
To this we replied as follows: 
We gladly follow your advice, 
So send the briefest little note. 
The assessment made is not too nice, 
But we have found an antidote. 
The Inspector shows excess of zeal, 
There will not be so much to pay. 
We therefore sent in an appeal, 
Will let you know by New Year’s Day. , 
The trouble is, having begun this, how are we to 
stop? However, we shall not bother you again. 
Yours faithfully, ; 
FIFTEEN BY EIGHTEEN. 


Depreciation and Replacement Cost 


Sir, — I should like to endorse and perhaps empha- 
size the arguments put forward by Mr C. M. F. 
Bruce in favour of replacement depreciation cost in 
his letter published in your issue dated November 


If, as Sir William Carrington says in his autumn 
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meeting paper, replacement depreciation costs are a 
matter of ‘abstract economic theory’, then the 
nation’s accounts of income and expenditure, so 
largely relied upon in the guidance of the national 
economy,:are based on ‘abstract economic theory’. 

When will,accountants realize that the national 
economy is merely the sum of all the individual 
economies which enter into it, and, for the most 
part, depends on the results of all the individual, but 
interdependent, industrial and trading concerns 
which make up the business of the nation? The 
‘fommerciak accounting’ of these concerns is no 
guide, and to some ext®nt misleads, the compilers of 
the national accounts as to the total cost of depre- 
@ation. 

The term ‘depreciation’, in the commercial 
accounting sense, 1s usually regarded as an expense 
‘rather than a cost, and even today is sometimes only 
charged if the ‘profit’ will bear the expense. Also it 
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usually covers three separate categories of charge, 
viz. user cost (direct variable cost equivalent to the 
labour cost it replaces); idle time (oncost burden of 
having to keep the machine available for use); and 
obsolescence (financial loss owing to becoming out 
of date etc). 

User cost is the main cost in most cases, and it 
seems to me an anachronism for a concern to charge 
its labour cost according to the wages paid at the 
time the cost is incurred, while charging*a percentage 
of the original cost of a machine purchased to replace 
labour, as depreciation. 

I am really concerned as to what will happen when 
industry is fully automated, and accountants are 
faced with charging user cost in the same way as 
they would have charged the labour cost replaced 
by the automated machinery. 

Yours faithfully, 

Burgess Hill, Sussex. WM. E. SPRUCE. . 


ANSWERS TO ‘A CHRISTMAS GAZETTEER’ 


The Gacio appear elsewhere in this issue. 


1, Albany. 34. Hellespont. 68. Pittsburgh. 
2. Aldeburgh. 35. Helston. 69. Poplar. 
3. Amazon. 36. Herefordshire. 70. Quebec. 
4. Antarctica. , 37. Independence, Missouri. 71. Rederring. 
5. Bannockburn. 38. Inverness. 72. Rheims. 
6. Bedloe’s. 39. Ipswich. 73. Rhodesia and Nyasaland. 
7. Boston. i 40. Italy. 74. Rocky Mountains. 
8. Bromley. 41. Italy. 75. Rome. 
g. Buenos Aires. 42. Ithaca. 76. Scafell Pike. 
10. Cadiz Bay. 43. Jedburgh (‘Jeddard justice’). 77. Severn. 
Ir, Camperdown. 44. Jersey. 78. Sicily. - P 
12. Charleston. 45. Kedleston. 79. Speke. e 
13. Chile. 46. Kendal. 80. Staffa.- 
14. Clunton and Clunbury, 47. Knutsford. 81. Taunton. 
Clungunford and Clun. 48. Kut. 82. Thermopylae. 
15. Deal. 49. Lahore. 83. Toledo. 
16. Delft. 50. Laodicea (a laodicean). 84. Toronto. 
17. Dorchester. 51. Laputa. 85. Trasimene. © 
18. Dover. 52. Liverpool. 86. Turkey. l 
19. Dublin. 53. Los Angeles. 87. United States of America. 
«20. Eboracum. 54. Marseilles. 88. Uranus. 
21. Ecclefechan. Š 55. Meath, Eire. 89. Venezuela. 
22. Edinburgh. 56. Mexico City. go. Verona. 
23. Ephesus. 57. Montana. gi. Victoria. 
24. Fife. 58. Mull. 92. Vienna. 
25. Finistére. 59. Naples. 3. Wales. 
26. Flintshire. 60. Northumberland. 94. Walmer Castle. 
27. Florence. 61. Norwich. ` wei 
28. Gehenna. 62. Offa’s Dyke. 95: a) CURE S 
29..Grand Canal, China. 63. Olney. 96. Worcester. i : 
30, Grasse. 64. Ophir. 7- York. f 
31. Greece. 65. Orkneys. 98. Yugoslavia. 
32. Guernica. 66. Paraguay. 99. Zemmery Fidd. 
33. Haworth. ` 67. Piraeus. 100. Zutphen. 
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WOMEN CHARTERED ACCOUNTANTS’ 
DINNER IN LONDON | 


+ 
The annual dinner of the Women Chartered Account- 
ants’ Dining Society was held at The Hotel Rubens, 
Victoria, London, on December 12th, with Mrs E. M. 
Wright, a.c.a., Chairman of the Society, presiding. 
The guests, included Lady Ogilvie, M.a., Principal 
of St Anne’s College, Oxford, Mr W. L. Barrows, 
LL.D., J.P., F.C.A., President, The Institute of Chartered 
Accountants.in England and Wales, and Mrs Barrows; 
Dee J. H. Topping, B.A., PH.D., and Mrs Topping, 
an : 
Dr K. Anderson, PH.D. (Headmistress, North London 
Collegiate School); Mr 1. A. F. Craig, opp, B.A. (an Assist- 
ant Secretary of the Institute), and Mrs Craig; Mr Leo T. 
Little, B.sc.(zcon.) (Editor, ‘Accountancy’), and Mrs Little; 
Mr R. P. Matthews, B.COM., J.P., F.c.A. (Member of Council 
of the Institute), and Mrs Matthews; Mr J. D. Russell, M.A., 
F.c.A, (Vice-Chairman, London © District Society of 
_Chartered Accountants), and Mrs Russell; Mr Arthur E. 
7 Webb (Editor, ‘The Accountant’), and Mrs Webb; Mr F. T. 


“Wright, F.C.A. 


Training and Recruitment 


Proposing the toast of “The Institute of Chartered 
Accountants’, Mrs Wright said the Institute was 
larger today than ever before and it undoubtedly 
faced greater problems and challenges. 

No problem was more important than that of 
training and recruitment. Every successive generation 
had looked for greater standards of material well-being 
for the family and greater facilities for education of its 
children. There was every assistance to further those 
ambitions from public funds — money that poured 
out for university education for everybody with the 
ability to profit from it. 

Money also came from industry and the banks who 
offered high rates of pay, comprehensive schemes of 
welfare and security and amenities of all kinds. Mrs 

pevright continued: 

It is small wonder in face of these inducements that 
parents too easily lose sight of professional qualifications. 
It is these problems which beset our profession today... . 

‘There is a certain amount of ignorance which still exists 
in our girls’ schools and among women teachers about the 
profession of accountancy for women and the opportunities 
it can offer. This is something which can be remedied by 


each one of us at some time, either by being prepared to - 


assist at schools where career conventions are being held 
or by giving &elp in individual cases.’ 

Mrs Wright said many young people coming down 
from the universities had little idea of what they 
wanted to do and that was the time to bring forward 
the idea-of accountancy. She suggested that it might 
be helpful in the future to have post-graduate courses 
which would appeal to those women who virtually 


retired on marriage, and later wished to return to 


active professional life. 


The Institute Needs more Graduates 


Ha welcoming Mr Barrows, Mrs Wright said that 
‘in the seventeen years he had been a member of the 
Council of the Institute he had been closely concerned 
with those aspects of the work which involved students 
and their training and examinations. 
Responding, Mr Barrows referred to the committee 


which was reviewing the whole problem of training 
and entrance to the profession—the Parker Com- 
mittee. They had a difficult task; many members had 
for some time been anxious about the somewhat poor 
calibre of those coming in from the schools. He 
believed that was true of the country as a whole. Said 
Mr Barrows: . > 


“We want more university graduates if we can get them. 
About 10 or 15 per cent of the articled clerks now are 
graduates and we need more.” - 


Mr Barrows referred tc a brief which had bee» 
prepared for those who wished to falk at schools or 
elsewhere on accountancy, copies of which were 
available from the Institute. He also said he had formed 
the idea that there was a call for some sort of post- 
graduate study in management accountancy. , 

He commented that on reading a leading article in 
The Accountant on women chartered accountants he 
was surprised to find they Were as ee as one 
per cent of the Institute membership; it always seemed 
to him that there were fey opportunities in their 
profession compared with those in the medical world. 
Looking round him he thought the Institute should 
take steps to recruit more women into,.the profession. 

Miss.D. M. Vaughan, B.A., F.C.A., proposing, the 
toast of ‘Education’ welcomed Lady Ogilvie. She 
pointed out that with the wonderful machines that 
were now being developed the accountant of the 
future had to be someone who can understand those 
things. They were going to be people who had 
machines as slaves to do part of their routine work 
and this would release them to concentrate more 
on matters requiring thought and consideration and 
they must therefore have a broader education in every 
way. 

Miss Vaughan said she hoped Lady Ogilvie would 
encourage the young women who passed through her 
college to think very seriously about accountancy as a 
profession. 


Education and the Business of Living 


Lady Ogilvie, responding, said she would try her 

best to put Miss Vaughan’s exhortation into practice. 

They had a living example at the college in Miss- 
Livock, the Bursar of St Anne’s, who was a chartered 

accountant. She went on: f 


‘I think there never was a time when it was more import- 
ant that everybody in this country should be educated ro? 
the utmost of their ability. We need every skilled brain we 
can have in the country and there is work for everybody to 
do. I think it is better that we should aim high even though 
we are perhaps accused sometimes of trying to teach people 
beyond their abilities. After all, 2 man’s reach should 
outstrip his grasp and you cannot judge people and their 
education by what they are at 21 or 25. You have to look 
much further into the future when they come back in the 
4os and sos when their families have grown up. 

‘Education is not necessarily for success but for the 
business of living and it is in these times, as we get older, 
that things we half understood when at school or university 
seem to mean most to us and to help us most.’ 


The toast of ‘The Guests’ was proposed by Miss J. 
Edwards, A.C.A., and Dr Topping responded. 


“of Bristol, delegates were welcomed by Mr J. 
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The annual conference of the Union of Chartered 
Accountant Students’ Societies was held at Bristol on 
Friday.and Saturday, December 5th and 6th. Delegates 


from twenty-five students’ societies took part in the 


conference under the®*chairmanship of Mr G. B. C. 
Hughes, B.A., A.C.A., of London. 

After opening prayers by the Ret. F. McCall, M.A., 
M. 
Higgison, A.C.A., President of the Bristol Students’ 
Society. Portsmouth and District Chartered Accountant 
Students’ Society was welcomed as a new member of 
the Union. 

The chairman explained the conditions of full and 
frank discussion which obtained at the meeting to 
which the Liaison Committee of the Union were 
fnvited each year by the Council of.the Institute. After 
some discussion of the possibility of a fuller report of 
the meeting, the statemént issued by the Council was 
received, 


n . 
Recommendations Adopted 


During the year a special committee of the Union 
had reviewed the functioning of the conference with 
a view to improving its usefulness and reducing the 
cost. The conference adopted the recommendations 
that it continue to meet annually in different towns 
each year; that more exchanges of ideas between 
societies in the same region was desirable; that a 
steering committee plan each year’s conference by 
amending and adding to resolutions and suggestions 
submitted by students’ societies; that the local expenses 
of the conferences be borne by the Union; and that 
there be more publicity for the work of the conference 
and its committees. Proposals to reduce the number of 
delegates and to break up the conference into dis- 
cussion groups, were rejected. ; 

The report of the operation of the lecture panel 
and the accounts for the year 1957-58 were adopted 
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and continuation of the levy at 1s 3d far 1958-59 was 
agreed. 

A discussion on the possibility of obtaining more 
local examination centres ended with general agreement 
that the question in each area, if appropriate, should be 
raised with the district society. 

Information was before the conference suggesting 
that there was a great deal of difference between local 
authorities on the application and size of grants to 
articled clerks. In general, it seemed that no grants 
were available, but some education authorities did 
make provision. The matter was referred to the 
Liaison Committee to take up with the Council of the 
Institute. 

The high cost of textbooks was brought before et 
conference. Various suggestions for reducing the cost 
were suggested, but the only proposal which met 
wtih general approval was that books on income tax and 
other subjects needing frequent revision might be 
issued in paper bindings. 


Memorandum for Parker Committee 


The conference then turned to the request received 
from the Institute’s Committee on Education and 
Training that a memorandum be submitted by the ` 
Union on behalf of students’ societies. A committee 
was appointed to receive comments and suggestions, 
to submit a memorandum to the Institute committee 
and to take any subsequent action required. 

The conference spent the Saturday morning session 
discussing an agenda designed to cover the whole field 
of education for the profession, so that the drafting 
committee could be made aware of the feelings ang. 
suggestions of the conference. 

On the Friday evening the delegates and officers of 
the conference were entertained to dinner by the 
Bristol Students’ Society. 


STUDENTS’ SOCIETY DINNER IN NOTTINGHAM 


The annual dinner of the Nottingham Chartered 
Accountant Students’ Society was held at Daybrook 
House, Arnold, Nottingham, on December 9th. The 
President of the Society, Mr E. D. London, F.c.a., 
was in the chair. 

Among those present were Sir William Carrington, 
F.C.A., a Past President of The Institute of Chartered 
Accountants in England and Wales; Air Commodore 
W. C. Cooper, R.A.F. (Rtd.), C.B.E., M.A; Mr T. K. 
Parr, J.P.; Mr H. T. Scothorne, F.c.a.; Vice-President 
of the Students’ Society, and Mr A. J. Engeldow, 
A.C.LI., President, Nottingham Insurance Institute. 

The toast of “The Institute of Chartered Accountants 
in England and Wales’, was proposed by Air Com- 
modore W. C. Cooper who spoke of the invaluable 


and, indeed, vital service the profession of accountancy 
gave to his own'profession and tothe industry of engineer- 
ing. He also referred to the immeasurably high esteem 
in which accountants are held by engineers. 


Prospects Abroad 


In response, Sir William Carrington said he was 

glad to see that the students were to have a lecture on 

fraud the following day. ` 
ef 


‘Fraud is something that articled clerks must bear 
mind in training and afterwards as practitioners’, he said. 
‘Every man is not a criminal, but every man is born with 
some original sin in him.’ 

D D 4 4 

Don’t take every man at his own valuation. Use your 
initiative and®make those decisions you and your seniors 
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feel are necessary and if suspicion is aroused, follow it up. 
Fraud persists, and human nature being what it is, will 
persist in all grades of society. 

‘We have a duty to try and ‘protect the good name of 
British finance, commerce and industry in this country and 
` abroad. There are over 3,000 chartered accountants working 

overseas in various capacities, and to those of you who feel 
that England is not what it might be, I would commend to 
you-—after three or four years in this country — service in a 
Dominion.’ 


There werg some very good opportunities overseas 
and a remunerative field of employment, said Sir 
William, who continued: 

‘Fame comes to men in various ways. We do not seek 
fame; we accumulate a vast amount of knowledge of men 
and matters as the years roll on. But unlike certain soldiers 
finding the pen, if not mightier, more remunerative than 
the sword, we do not set out to lay open the secrets of past 
confidences and say why we are so much better than the 
men. we were working with. 

‘Above all else, the accountant does keep his clients’ 
secrets. I cannot impress too strongly on students and 
articled clerks the importance of absolute secrecy on 
matters that come to their knowledge in the course of their 

7 experience. 

~- ‘Many accountants could write illuminating remi- 
niscences, but they don’t because they have a higher sense of 
duty. I hope succeeding generations of students will have 
regard to that point’, he said. ‘Once the commercial com- 
munity feel the accountant is not worthy of his confidence, 
then our profession is on the slide. I am not, of course, 
indicating that we are on the slide; we are on the up and up.’ 


Age of Mechanical Aids 


Turning to the vast future open to co-operation 
between the engineer and the accountant, Sir William 
said: 

‘We are entering an age where the mechanical aids for 
the routine work we do are going to cut down the hum- 
drum task. 

“They will leave the accountant free to exercise his brain- 
power in planning work for the machines and interpreting 
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the products of the machines and guiding his clients in a 
way of business that will be more profitable. They will also 
cut down waste, which must be cut down in these days of 
high labour costs and materials. We cannot do it alone, but 
I feel that in co-operation with engineers and management 
that way lies open to us and will greatly assist British 
industry to keep on top.’ é 


Personality and Sense of Humour 


The toast of ‘The Nottingham Chartered Account- 
ant Students’ Society’ was proposed by Mr T. K. Parr, 
who said that his advice to articled clerks was to 
maintain a determined hope to qualify in theirtimporé- 
ant calling, but to remember to retain two essentials — 
‘your individual personality and your individual sense 
of humour’. 

Replying, Mr Fi. T. Scothorne said that he did nat 
think the grim routine of studen® produced good 
examination candidates. He looked forward to positive 
changes and improvements in the education and 
training of articled clerks as a result of the deliberations 
of the Institute’s committee looking into these matters. 

Referring to the wider scope of present examinations, 
he said he would prefer to see newly qualified men 
much more expert in a narrewer range. There was an 
opportunity for introducing some degree of specializa- 
tion, so that a five-year candidate could select subjects 
on which to concentrate. 

‘He should be examined at the end of, five years at a 
much higher level than obtains at the momgnt’, he suggested. 
‘It would do something to improve and make a much better 
man of the newly-qualified accountant. That system might 
open the door to post-qualification diplomas’. 

Mr R. F. Cheetham proposed the toast of “The 
Guests’ and the response was made by Mr A. J. 
Engledow. 

After the toasts, Mr W. G. Underwood, formerly 
secretary of the Society, made a presentation on behalf 
of the committee to its fermer chairman, Mr John 
Knight. 


Notes and Notices 


PERSONAL 


Messrs PRIDEAUX, FRERE, Brown & Co, Chartered 
Accountants, of 12 Old Square, Lincoln’s Inn, London, 
WCa2, annonce that Mr JOHN ANTHONY SMITH, A.C.A., 
who has been on their staff for seven years, is to be 
admitted into partnership on January ist, 1959. The 
name of the firm remains unchanged. 


Messrs M. Brier & Co, Chartered Accountants, 
announce that they have removed their offices to 


55 Hatton Garden, London, ECr. Telephone: 
Holborn 3911. : 
Messrs OAKLEY, WEDERELL & Co, Chartered 


Accountants, formerly of Balfour House, IIQ-125 
Finsbury Pavement, London, EC2, announce that they 

Shave removell to 9 Devereux Court, Strand, London, 
WC2. Telephone: City 7471-3. They also announce 
that the style of the firm is now OAKLEY, WEDERELL, 
Croucu & Co, and they have taken into partnership 
Mr W. J. J. TINKER, A.C.A., and Mr R. S. CHAPMAN, 
A.C.A. 


Messrs SipForD & Keren, Chartered Accountants, 
announce that as from December 14th, 1958, their 
London office formerly situated at 2 Guildhall Cham- 
bers, 31/34 Basinghall Street, London, EC2, has been 
removed to 4 Broad Street Place, London, EC2. 
Telephone: London Wall 4496. 


PROFESSIONAL NOTES 


Mr W. A. Dodd, M.A., LL.B., PG-A has been 
appointed chairman of Fred Taylor & Sons Ltd and 
Mr D. V. Stoddard, A.C.A., secretary of the company, 
has been appointed a director. 

Mr K. G. Craddock, a.c.a., has been appointed 
chairman and managing director of Craddock Brothers 
Ltd. 

Mr K. H. H. Barnes, A.C.A., has been appointed to 
the post of accountant of the London Life Association 
as from January Ist. 

Mr E. B. Eagles, A.S.A.A., has been appointed deputy 
county treasurer of Middlesex. 
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: _ SCOTTISH CHARTERED ACCOUNTANT ` 
‘HONOURED 


The St Mungo Prize of £1,000 and Gold -Medal for 
civic 4nd cultural services to the City of Glasgow, has 
been. awarded to Councillor J ohn Donald Kelly, 
C.B.E., B.L., J.Pa, C.A. 

A partner in the Glasgow firm of Thomas Kelly & 
Co, Chartered Accountants, Mr Kelly bas been a 
member of Glasgow Corporation- for the past twenty- 
three years and was city treasurer from 1949-52. He 
is Deputy-Lieutenant of Glasgow and among many 
public ‘offices is President of the Royal Glasgow 
Institute of Fine Arts. ẹ 
- Excluding the war years, the St Mungo Prize has 
been made triennially since 1936 to peysons encouraging 
the developments ee the cultural standing of the City 
of Glasgow. 


CHARTERED ACCOUNTANT IN NEW 
AUSTRALIAN GOVERNMENT 


Mr Allan Shallcross Hulme, F.C.A.(AUST.), has been’ 


appointed Minister for Supply in the new Australian 
Government announced by Mr R. G. Menzies last 
week. D 

Mr Hulme, who is aged 51, is a partner in the firm of 
Cullen-Ward & Co, €hartered Accountants, of 
Brisbane. He has been chairman of the Commonwealth 
Immigration Planning Council since 1956. 
: Sie 


THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


At a recent meeting of the Executive Committee, 
Sir.. William Carrington, F.c.a., President of the 
Association, and eleven members were present. 


Applications for Assistance 
Three new applications for assistance were considered. 
In one case a grant was made for one year; a donation 
was given in the second case and the third application 
was refused. 


Applications for Further Assistance 
Eighteen cases for further assistance were considered. 
In ten cases the grant was renewed; in five cases it was 
increased and in three cases it was reduced owing to 
improved circumstances. 


Matters Reported 
The Hon. Secretary reported changes in the circum- 
stances of fifteen beneficiaries during the last quarter 
and grants were adjusted in appropriate cases. One 
beneficiary had remarried and another had been 
eaccepted by Crossways Trust as a resident in Ridge- 
mead House, Englefield Green, Surrey. 


Christmas Food Parcels 
It was decided to send Christmas food parcels to 
beneficiaries except those resident in Homes to whom 
small cash gifts would be sent. 
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IN PARLIAMENT .: 
Surtax 


Mr Arsutunot asked the Chancellor of the Exchequer ` 
what would be the cost of confining the incidence of , 
surtax to taxable income as computed for income tax ` 
purposes. ` 

Mr Simon: About £40 million. 

Mr ArsuTHNoT asked the Chancellor of the Ex- 
chequer what would be the cost of raising from £2,000 
to £3,000 the starting-point of surtax. * 

Mr Simon: To move all the rates of surtax up the 
income scale by £1,000 would cost £45 million a year. 

Mr ARBUTHNOT asked the Chancellor of the Ex- 
chequer what would be the cost of putting an overall 
ceiling of 15s on the combined level of income tax and 
surtax on any part of a taxpayer’s income. 

Mr Simon: I am not clear what my hon. friend has 
in mind; but if it is to retain the present surtax scale 
on incomes up to £6,000 when the rate now reaches 
6s 6d in the pound and to charge all incomes in excess 
of that amount at 6s 6d, so that the maximum combined 
rate of income tax and surtax was’ 1 5s in the pound, 
this would cost abcut £17 million a year. `’ LA 

Hansard, Dec. 8th, 1958. Written Answers. Col. 13. - 


Suez Canal Company: Compensation Payments 


Mr WoottaM asked the Chancellor of the Exchequer 
why the Inland Revenue has ruled that distribution 
by the Suez Canal Company ro United Kingdom 
residents of compensation received from the United 
Arab Republic will be subject to United Kingdom 
income tax; and whether he will have this ruling re- 
considered, having regard to the losses already suffered 
by these United Kingdom residents arising out of the 
actions of the United Arab Republic., ` 

Mr Simon: The question here is one of interpretation 
of the income tax law and the Inland Revenue is 
advised that the distributions in question will constitute 
income chargeable to tax if received by sharéholders 
resident in the United Kingdom. A shareholder will be 
entitled to appeal against any assessment made on him. 

Hansard, Dec. 8th, 1958. Written Answers. Col. RE 


APPROVED AUDITORS: FRIENDLY 
SOCIETIES 


The Chief Registrar of Friendly Societies has issued 
a supplementary list of approved auditors, giving 
the names of 18r new appointments and the names of 
sixty whose appointments have been discontinued. . 


CORRECTION e 

In the ‘Weekly Note’ last week, announcing his 
election to the Council of The Institute of Chartered 
Accountants in England and Wales, Mr R. P. 
Matthews, B.COM., J.P., F.C.A., was stated as being 
‘a partner in the firm of ‘Chas. W: Rooke, Lane, Stubbs 
& Co’. This should have read ‘a partner in the firms 
of Chas. W. Rooke, Lane & Co, and Rooke, Lane, 
Stubbs & Co’. 


JOHN FOORD & COMPANY: 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) >. 


REVALUATION OF ASSETS D 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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THE DUBLIN SOCIETY OF 
CHARTERED ACCOUNTANTS 


„Sir Ivone Kirkpatrick, c.c.5., G.c.M.c., former United 

<Kingdom High Commissioner for Germany, will speak 
on ‘Modern diplomacy’, at a meeting of The Dublin 
Society of Chartered Accountants to be held on 
‘Tuesday, December 30th, at 1 p.m. Meetings arranged 
by the Society for the new year are as follows: 

January 14th, at I p.m.: Luncheon meeting. Speaker: 
Mr SeaneLemass, Minister for Industry and Com- 
merce. (Members.) 

January 20th, at 6 p.m.: Paper by a cross-channel speaker, 
‘Methods of staff selection and management’. (Indus- 
trial and Administrative Group. ) 

January 28th, at 6 p.m.: ‘Encouragement for industry’, 
by Dr J. È. Beddy, chairman, Industrial Credit Co 
Ltd. (Members.) 

February 19th, at © p.m.: Luncheon meeting. Speaker: 
Mr T. L. Plewman, F.c.a., President of Leicestershire 
and Northamptonshire Society of Chartered Account- 
ants. (Members.) 

March 5th, at 6 p.m.: ‘Company law’, by Mr Arthur Cox, 
Solicitor. (Members.) 

` March x9th, at 6 p.m.: ‘Any (tax) questions?’ — Taxation 

~ forum under chairmanship of Mr Justice Carroll 
O’Daly, chairman of the Income Tax Commission, 
presiding over a panel of four experts. (Members.) 

May Ist, at 7 p.m.: Annual dinner. (Industrial and 
Administrative Group.) 

May 23rd-2 5th: Institute’s golf meeting — Rosses Point. 


Students’ Group 


The following meetings. are among those which have 
been arranged by the Students’ Group: 
January 14th, at 5.45 pm: 
T. P. Crowley. 
January 22nd, at 5.45 p.m.: Debate with the Solicitors’ 
Apprentices. (Home.) 
February rath, at 5.45 p.m.: ‘Production control’, by a 
Lee consultant, Urwick Orr and Partners (Ireland) 
t 


February 26th, at 5.45 p.m.: ‘Export relief and the 
taxation of foreign income’, by Mr F. N. Kelly. 


WEST WALES STUDENTS’ 
DINNER-DANCE 


One hundred and two members and guests attended 
the annual dinner-dance of the West Wales Chartered 
Accountant Students’ Society at The Osborne Hotel, 
Mumbles, Swansea, on Wednesday, December roth. 
Among those present were: 

Mr J. C. Mont e Williams, F.c.a., (Member of the 
Council of the If®titute); Mr P. E. Couse, (Birmingham 
Chartered Qccountant Students’ Society); Mr M. R. T. 
Sills, (Liverpool Chartered Accountant Students’ Society); 
Messrs P. Tyrer and J. G. R. Romary, (Bristol Chartered 
Accountant Students’ Society); Mr A. Matter, (South Wales 
and Monmouthshire Chartered Accountant Students’ Society); 
Mr B. R. Turner, A.a.c.c.a., (Swansea Certified Accountant 
Students’ Society); Mr A. Barnet, (Swansea Law Students’ 
Society). 

The dinner was followed by dancing to the resident 
orchestra until 1 a.m. 
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SOUTH WALES AND MONMOUTHSHIRE 
SOCIETY OF CHARTERED ACCOUNTANTS 


A joint meeting of the South Wales and Monmouth- 
shire Society of Chartered Accountants and the 
Association of Inspectors af Taxes (Cardiff Centre), 
was held at Cardiff recently, when Mr B, Rowe, F.c.a., 
President of the Society, presided. 

The meeting, which took the form of a brains trust, 
was led by a panel of six. Representing the District 
Society were Mr L. V. West, F.c.a. (Cardiff), Mr J. D. 
R. Jones, F.c.a., (Newport), ‘and Mr Paul F. Spurway, 
M.A., A.C.A. (Cardiff); the three representatives of the 
Association of Inspectors were. Mr E: L, Watktr 
(Pontypool District), Mr G. Brown (Newport 3rd 
District), and Mr E. K. Pearson (Cardiff 4th District). 

Questions of mutual interest and benefit were 
dealt with and a vote of thanks tœ the members o 
the panel and to Mr E. Ewart Pearce, M.B.E., J-P., F.C.A., 


who had arranged the meeting, was proposed by the 
President, and seconded by Mr Ivor Griffiths, F.c.a. 


SOUTHEND-ON-SEA CHARTERED ` 
ACCOUNTANTS’ GROUP 


At the tenth annual general fneeting of fhe Southend- 
on-Sea Chartered Accountants’ Group it was decided 
to enlarge the committee tg include a member from 
the former Society of Incorporated Accountants: the 
1958-59 officers and committee are as follows: 
Chairman: Mr A. J. Wilson, F.c.a. ee 
Vice-Chairman: Mr Harold E. Hassell, F.c.a. 
Hon. Secretary: Mr A. A. Stewart, a.c.a., Flat 3, 1 
Clifton Terrace, Southend-on-Sea, Essex. 
Hon. Treasurer: Mr Kenneth W. Kyle, F.c:a. 
Hon. Press Officer: Mr John Kennedy Melling, A.C.A. 
Committee: Messrs Leonard W. SE F.c.A., Maurice A. 
Wren, A.C.A. 


CERTIFIED ACCOUNTANTS’ 
COMPUTER COURSE 


‘The accountant as the adviser and co-ordinator in 
electronic data processing’, will be the theme of a 
week-end school which The Association of Certified and 
Corporate Accountants will be holding at The Queen’s 
College, Oxford, from April roth to 12th, 1959. 

Papers will be submitted on three subjects: an 
introduction to electronic computers; feasibility study — 
fundamental thinking on integrated systems; and 
electronic data processing applications — present and 
future. Members taking part in the school will separate 
into study groups after the submission of each paper. 
The author of each paper, assisted by a panel of experts, 
will deal with any points raised by group leaders at a 
subsequent session. 

An attendance fee of 32s 6d per day will be charged - 
to cover. the cost of accommodation and all meals. 
Members wishing to attend the school are requested to 
submit their names and addresses to the Secretary of 
the Association as early as possible as accommodation 
at the college is strictly limited. 


SC MOTOR — FIRE —— CONSEQUENTIAL LOSS 


CAR & GENERA 


83 PALL MALL, LONDON, 


INSURANCE 
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THE INCOME TAXPAYERS’ SOCIETY 
`` 1958 Supplement to Index of Tax Cases ` 


With the publication of the 1958 Supplement to Index 
and Digest of Tax Cases, the Income Taxpayers’ .. 
Society has completed twenty-five years of Don ` 


technical reposts for members. This is the first annual 


supplement and covers Gases during the year ended, 


July 31st, 1958. 

"By the introduction of both an alphabetical and a 
subject-matter index prepared cumulatively with the 
1957 supplement, quick reference can be made to the 
previous judgment in cases where for instance there 
has been an appeal. The publication is available only 
to members of the Society. 


, MANAGEMENT COURSES 


‘Work simplification in the office’ is the subject of one 
of a series of courses which the Department of Manage- 
ment Studies of The Polytechnic, Regent Street, London 
Wi, has arranged for the New Year. The course, which 
commences on January 13th, 1959, will be held on 
alternate Tuesday mornings and is designed to 
interest office managers if the importance and possi- 
bilities of simplifying office processes. An evening 
counterpart of the course, entitled ‘Organization and 
method’ will commence on January 28th, 1959. 

e 
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A fifteen-week course on ‘Management accounting’ 


‘is to be held on Wednesday afternoons from 2 to 5 p.m., 


beginning on February 11th, 1959, and will deal with 


- financial planning and techniques for the control of A 


business operation, including standard costing and" 
budgetary control. There will be an evening counter- 
part of the course commencing on January 29th, 1959. 

Further details regarding these courses may be 
obtained from the Department of Management 
Studies, St Katharine’s House, 194 Adbany Street, 
London, NW1. 


RESIDENTIAL COURSES FOR 
SENIOR EXECUTIVES 


aaaea- 
Among a series of residential courses arranged by the 
Sundridge Park Management Centre throughout 1959 
are a comprehensive series `of three-week residential 
courses for senior executives on the subject ‘Measure~ 
ments for management’. Each course — which is 
repeated about eight times — will stress the need for 
measurements in the field of management and will 
show how such measurements can be made in the 
major aspects of accounting, sales and marketing, 
production and personnel. The inclusive residential 
fee for the three-week course is £150. Further informa-~ 
tion may be obtained from The Director, Sundridge 
Park Management Centre, Bromley, Kent. 


CROSSWORD FOR CHRISTMAS. 


Compiled by Kenneth Trickett, A.C.A.. 





. Beneficiary (6, 3, 5). 





‘The of duty is the bringing of reasonable care and 
20... (The Irish Woollen Co Lid v. Tyson) (7). 

. In short supply? Hardly (6). 

. One close on fifty, of one dimension (6). 


Oo är 


10. Somerset House, perhaps (8). 

1r. Take this punched-card device for choice (8). 

14, Occupation defined in Section 526, Income Tax Act, 
1952 (5). 

16. Deposit (5). 

17. Person sued in Scotland is evidently on guard (8). 





19. See 2. ‘A 
21. Broken cues do for a foreign currency unit (6). 
23. “< . . the amount of the and first fruits...’ 


(Section 93, Income Tax Act, 1952) (6). 

24. Audit (7). 

25. This official of the Board of Inland Revenue doubtless 
keeps albums (e, 9). 


DOWN : D 


1. Authorize a fellow who receives a percentage (10, 5). 
2 &19 ac. Distribute the writs in a form that a private 
company may not issue (5, 8). 
3. Liferent (8). 
4. Street of debtors (5). 
5. Confirmed, as the insurance company might have 
done (9). ` 
6. Director reduces so as to. be sure of recovery (7, 3). 
8. Notice how you write your name (4). 
12. A sort of index (g). 
13. Individual of which 12 comes to naught (3). 
15. One to whom an estate is surrendered (8)., 
18. In various colours, they are useful to the “auditor, but 
may damage the skin (4). 
20. ‘The 7 of duty is the bringing of reasonable care ard 
’ (The Irish Woollen Co Ltd v. Tyson) (5). 
22. The Treasury? (5). 





s 
The solution will be published in next week’s issue. 
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JOSHUA TETLEY & SON LTD 


IMPROVED RESULTS m ; 
COL. F. ERIC TETLEY ON CURRENT TRADING 


The sixty-second annual general meeting of Joshua 
Tetley & Son Ltd was held on December 19th. at the 
Registered Office of the company, The Brewery, 
Leeds, 10, Cot. F. Eric Tetiey, Chairman of the 
company, presiding. 

The secretary of the company, Mr Robert F. Tetley, 
read the notice convening the meeting and Mr K. A. 
_ McKinlay, of Messrs Peat, Marwick, Mitchell & Co, 
` read the report of the auditors. 

The chairman said: Ladies and gentlemen, it is 
again my privilege to move the adoption of the report 
and accounts. I am pleased to report to. you that the 
results of the year have shown a slight SE on 
those of last year. 

The total income of the group has been £10,777,078, 
or an increase of £152,552 over the previous year. This 
income has been disposed of as follows below: 


H 





Per cent 

Beer duty 47°74 

Taxation : 5-61 
Materials and production costs including 

excise duty on wines and spirits 21°81 
Wages, salaries, national insurance and pen- 

sion schemes .. de Si 8-22 

General trade expenses 8:77 

Depreciation and reinvestments i in business . 4-68 

Interest on borrowed money .. P Ss 111 

Dividends less tax oe Ss Sé es 2°06 

e 
100-00 
e — 


Taxation has been at the rate of 11s 7d in the £ as 
against 12s a year ago. This is mainly due to the 
changes in the provisions for profits tax of which we 
have had the benefit for six months. _ 

There is an increase in the profit disposable after 
taxation of some £20,000 and after making appropria- 


tion of profits which we have deemed necessary we are . 


able to recbmmend a final dividend of 6-9 per cent on 
the increased ordinary capital which makes a total 
dividend for the year of 104 per cent on the increased 
capital as against the equivalent of 10 ES cent a year 
ago. 


H A 

Mention was made in the*chairman’s statement of 
the probable detgrioration during the coming year of 
the liquid or current asset position put it is hoped thet 
about the time the new Herries Road Stores in Sheffield 
open we shall complete the sale of the Duncan Gilmour 
Brewery to the Sheffield Corporation. The proceeds of 
this sale will be of some assistance to our liquid position. 


Current Brospects 

You would expect me, no doubt, to say a word about 
the prospects of the coming financial year. I will not 
attempt to prophesy but I can say that I shall be 
satisfied if our profit figure is not lesg t than that of this 
year. Depreciation charges will be heavier as the exten- 
sion to the Bottling Store in Leeds and the Herries 
Road Stores in Sheffielé come into operation, though 
against that we hope can be set some considerable 
economies in operation. We shall also, no doubt, have 
to face another increase in wages. Raw materials will 
we hope be a little cheaper than last year and this can 
be set against some of the increases in costs. Our main 
hope is that we can maintain or improve our sales. 
We have recorded small increases in the months of 
October and November and if sales are maintained, 
the results of the current year should not fall far short 
of those.of 1957-58. 


, Chairman’s Tribute 
It now only remains for me to thank everyone in the 
group including my co-directors, the staff and work- 
people of the brewery and the managers and tenants 
for all their efforts and hard work during the year. eÍ 
feel that I am leading a happy team which has very 
much at heart the interésts of the whole group. 

I now beg to move the adoption of the report and 
accounts and will ask Mr M. H. Tetley to second the 
motion. 

Mr M. H. Tetley having seconded the motion, the 
report and accounts were then unanimously adopted, 
the dividend approved as proposed by the directors 
and the other formal business having been duly 
transacted, the proceedings terminated with a vote of 
thanks to the chairman for presiding. 
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HENRY BUTCHER & CO 


Auctioneers, Surveyors and Valuers of 


FACTORIES, PLANT AND MACHINERY 


D 


AN INVENTORY OF PLANT AND MACHINERY e 
prepared by Henry Butcher & Co with every item priced is an assurance of a maximum settlement of a 
. claim for loss by fire. 


A SCHEDULE OF FACTORY BUILDINGS 


Se Ge Henry Butcher & Co’priced on today’s replacement cost is a safeguard against a rebuilding 
liability in the event of loss by fire, 


A VALUATION OF PHYSICAL ASSETS 


as a whole (complete with Inventory of Plant and Schedule of Buildings) by Henry Butcher & Co is a sure 
basis on which to calculate the value of any Manufacturing Concern from the point of view of earning capacity. 


d e THE DISPOSAL OF FACTORIES, PLANT AND MACHINERY » s 


Henry Butcher & Co are one of the leading Agents in the country specializing in the sale and letting of 
ufacturing Property ànd are therefore in a strong position to render first-class service to (a) those firms 
seeking additional Factory Accommodation; to (b) owners of surplus Factory Space wishing to dispose of same. 


SH 73 CHANCERY LANE, LONDON, wc2 
l ` Telephone: HOLborn 8411 (8 lines). Grams: Penetrancy, Holb, London 


The Charterhouse Group Limited 


CHARTERHOUSE INDUSTRIAL DEVELOPMENT COMPANY LIMITED 
provides capital from its own resources e 
i ; and i e 
THE CHARTERHOUSE FINANCE CORPORATION LIMITED 
provides capital by public issue. 
S. JAPHET. & CO. LIMITED 
offers a complete merchant banking service 


30 ST SWITHIN’S LANE, LONDON, E.C.4 


CHARTERHOUSE CANADA LIMITED 
: TORONTO 
The Group hgs Associates in Australia and South Africa 
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The Professional Year . 


OMPARED with the ates and excursions of last year — 

the alarms being the series of integration decisions mde 

by the former Society of Incorporated Accountants and the 
three Chartered Institutes and*the principal excursion being to 
the Seventh International Congress on Accounting at Amsterdan- 
1958 has been a year of comparative uneventfulness in the 
accountancy profession. The mechanics of the integration scheme 
have been implemented with the ‘quiet, calm deliberation’ one 
has come to expect of the secretariats of the three Institutes and 
everyone, whatever their personal views,, has EES with good 
grace the newly-established order. 

Apart from the annual Finance Act, which provided for the 
welcome abolition of the two-tier profits tax structure, there was 
no legislation promulgated in 1958 of outstanding {nterest to the 
profession. The practical consequences of the Cheques Act, 
which was made law on October 1st, 1957, became apparent during 
the year, but co-operation between auditors and clients ensured 
generally that the transition was smooth. To the regret of many 
accountants, Mr Grawam Pace, who piloted the Cheques Bill 
through the House as a private Member’s measure, had to with- 
draw his Wages Bill after the debate on the second reading. The 
principle of paying wages by cheque or bank transfer was accepted 
by most members but the Bill, the Government thought, ran 
contrary to the provisions of the Truck Acts which, although all 
but forgotten, are still on the Statute Book. Mr Pace, who had 
expressed his intention of re-presenting his Wages Bill at the first 
opportunity, is now supporting a similar Bill presented by MR 


` Patrick MAITLAND and which is due to have its second reading 


on February 27th. 

In 1958, the difficulty of attracting suitable recruits in sufficient 
numbers to the profession in the face of keen competition for their 
services with wealthy industrial and commercial organizations 
became more acute. Two active moves to tackle the problem were 
announced during the year. The first was in February when the 
Scottish Institute appointed a special committee to consider and 
report to the Council upon the future policy of that Institute and 
one of the five main items to be examined was the question of how 
to attract enough apprentices of the right type. The second was 
in August when the English Institute set up a committee under 
the chairmanship of Mr W. E. PARKER, C.B.E., F.C.A., to consider 
and make recommendations on the most appropriate forms of 
professional education and training. 

" The improvement in the standards of presentation of company 


o ; 
SC 
financial accounts, so marked in recent years, was 
well maintained in 1958. The trophies given by 
this journal for merit in the form and content of 
such statements were won by the Peninsular and 
Oriental Steam Navigation Company and John 
Dale Limited. The awards were of equal merit, 
but, as usual, one was given to a company whose 
accounts were less complex than those of larger 
concerns. In this connection, the chairman of 
John Dale Limited at the presentation ceremony 


expressed his pleasure at ‘following in the wake 


of the P. &.0.’. e 

“Three summes conferences of accountants were 
held this year, all in September. The Institute’s 
course at Oxford. was enlarged in view of the 
greatly increased membership consequent upon 
the integration scheme and Merton College, as 
well as Christ Church, was used on this occasion 
without detriment to the corporate success of the 
gathering. The Scottish Institute’s school at St 
Andrews University was, from all reports, as good 


as ever and The Institute of Cost and Works - 


Accountants ‘furthered its pleasant association 
with St Catharine’s College, Cambridge, in a 
marathon school which began on a Monday and 
lasted until the following Saturday. In addition, 
the English Institute held its biennial autumn 
meeting in London in October when three out- 
standing papers — two on the future of the pro- 
fession and one on the progress of tax reform — 
were delivered. ` ` 

For the first time in its history, The Association 


of Certified and Corporate Accountants reported . 


early in the year a membership of more than 
10,000. In round figures, the English, Scottish 
and Irish institutes began 1958 with respectively 
20,000, 6,300 and 1,300 members. At intervals 
throughout the year, the vast majority of the 
former Society’s 11,500 members were admitted 
to the English’ Institute so that, with the normal 
annual accessions of new members, the total 
strength of the profession (coming within the 
terms of Section 161 of the Companies Act, 1948) 
must be approaching, if it has not already sur- 
passed, 50,000. It is estimated that only approxi- 
mately 1 per cent of the chartered and certified 
accountants in this country are women as com- 
pared with a corresponding representation among 
certified public accountants in America of around 
2 per cent. 


During the year, the English Institute made a 
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notable start with its new Members’ Handbook 
by issuing the binder for Part I, together with the 
Royal Charter and bye-laws, a revised set of the 2 
Council’s Recommendations on Accounting Prin- " 
ciples and two statements on mechanized ac- 
counting, one issued originally in 1949 and the 
other in May of this year. The principal changes 
in the recommendations were that Ne. 2 (on war 
damage insurance) and No. 7 (on the disclosure 
of subsidiary company information in the ac- 
counts of holding companies) being now obsolete 
for one reason or another, were not reprinted, 
that Nos. 4 (in part), 5, 6 and 8 were incorporated 
in a new recommendation No. 18 entitled 
‘Presentation of balance sheet and profit and loss 
account’ and that Nos. 1, 3 and 4 (in part) were 
included in another new recommendation, No. ae 
on “Treatment of income tax in accounts o 
companies’. Later, the Council followed this ae 
with Recommendation No. 20- “Treatment of 
investments in the balance sheets of trading 
companies’ — and a set of notes entitled ‘Business 
efficiency; the contribution which the accountant 
can make’, Among other important publications 
during 1958 was a study published by the 
British Institute of Management with the self- 
explanatory title of ‘Interfirm comparison for 
management’. The technique described is so far 
little known in Great Britain although it is 
extensively practised in Europe and America. 
Two items concerning individuals are worthy of 
special mention. The first is the retirement of Mr ~ 
STANLEY J. D. BERGER, O.B.E., M.C., F.C.1LS., 
director and secretary of The Institute of Cost 
and Works Accountants, after thirty-three years 
of splendid service to that body. The second is 
the election of SIR HAROLD GILLETT, M.C., F.C.A., 
as Lord Mayor of London. Sir HAROLD is the 
fourth chartered accountant in the last twenty- 
five years to be appointed to that high office. 
One of the new Lord Mayor’s early duties was 
to open the first Electronic Computer Exhibition 
ever to be held in Europe, at Olympia. This was 
an event of some importance to accountants who 
are now fully aware that electronic processing is 
well on the way to revolutionizing both accounting 
and auditing. It is never safe to prophesy ;at the - 
end of one year what lies in wait for the next but 
it is reasonably certain that in 1959 the computet 
will become an indispensable adjunct to an ever- 
growing sectiðn of the business population. 
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Materials Loss Contro 


by HARRY DUGDALE, A.A.C.C.A., F.C.W.A., A.M.B.IM. 


manufacturing processes is a matter requir- 

ing çareful prior investigation followed by 
continuous review. The loss will occur mainly 
during the production cycle, although some 
measure of control is feasible prior to the actual 
commencement of manufacture. Where the pro- 
duction cycle involves many processes, the 
possibility of loss occurring on a greater scale 
cannot be ignored. As a result, continuous control 
throughout production may well be demanded if 
the loss is to be reduced to its lowest proportions. 


T= control of materials loss in industrial 


Types of Materials Loss 


Loss of materials may ‘evidence itself in a 
reduction in the expected volume of end- 
product, irrespective of whether the latter be in 
the same formas it was at the commencement of 
processing or on the other hand in a changed 
form. In some cases, also, the loss may affect 
the quality of the output. It may be caused by 
one or a combination of factors, the existence of 
which needs to be ascertained as a condition 
precedent to control. The following are but a 
few examples of the many -causes of materials 
loss that may occur:- 

(i) inadequate yield ae from an’ inherent 
defect in the basic raw materials rather than to 
inefficient control during manufacture; 

. (2) inefficiency during manufacture; 


(3) preparation of too large a quantity (for instance. 


in processes where the use of a liquid ‘mix’ is 
required). If the ‘mix’ is one which will not 
keen for later use, loss may be incurred due to 
the residue having to be thrown away at the 
end of eaoh working day; 

Wéi incagrect storage before manufacture. 

In the case of (1) above, control will normally 
take place before the materials are put into 
production, e.g. by quality control through, say, 
chemical analysis. Regarding items (2), (3) and 
(4), however, managerial control should operate, 
aided by standards of processing, ‘mix’ quantities, 
and storage. Item (2) (loss through inefficiency in 
manufacturing) may be caused by a variety of 
factors. For example, there may have been 
inadequate temperature control in heat pro- 
cesses; the time element may not have been 
effectively observed in mixing processes; prepara- 
tion of a ‘mix’ and its subsequent feeding to a 
machine may, in the absence of effective super- 


vision, result in excessive ‘slop-ovér’ waste. 

Where an end-product shrinks during the 
course of manufacture, the non-availability of a 
standard yardstick for sueh shrinkage can result 
in excesses under this heading, causing a decrease 
in saleable product and an increase fn unit co€t. 
In machine and inspeétion operations, too 
rigorous limits—if not demanded by the pro- 
jected end-use of the oroduc — can slow wp 
manufacture, increase the annual cost of rejects, 
and reduce the number of products for sale. 
Where scrap arises in manufacture the absence 
of adequate control may lead to excessive 
wastage. Effective control is likewise required . 
in the case of ancillary «materials whose annual 
cost incidence may be noteworthy, e.g., coal 
used in steam-raising. Careful surveys of steam- 
raising efficiency often point the need for and the 
way to greater economy in this important sphere 
of industrial cost. 

`The effect of materials loss in manufacture 
depends on the incidence of the cost of materials . 
in product total cost. Where the incidence is 
high, attention to loss control may have more 
significant results than in the converse circum- 
stances. But even in the latter case, it is frequently 
a salutary exercise to examine the annual amount 
expended by an industrial company on materials, 
and to compute the gain which would be pro- 
duced by at to 5 per cent saving in materials 
consumption. 


Loss in Storage 


The approach to materials loss control can not 
be haphazard. On the contrary, it needs to be 
thoroughly searching if maximum control is to 
be obtained. In such a review a start may be 
made with the subject of storage. 

Materials stores should be effectively organized 
and operated. They should meet any specific 
criteria of temperature which the materials 
demand for proper conditioning; be laid out for 
speedy service, and thus readily accessible to 
production centres. Dangerous or fire-hazardous 
materials will demand specific consideration -and 
compliance with legislation bearing thereon. 
Particular attention needs to be directed to 
formulating minimum stock levels, in order to 
obviate ‘tying-up’ liquid resources in slow- 
moving stocks. Perpetual inventory checking 
should operate to detect variances between actual 
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and ‘book’ stocks, and to determine their causes 
for remedial action. Some concerns have half- 
yearly reviews to ascertain whether they are 
carrying redundant stocks of materials (including 
materials for plant maintenance), with the object 
of selling such material as is disposable and 
establishing if necessary lower working stock 
levels for the future. , 

Ensuring that adequate control is maintained 
over materials while in store may well prove a 
much easier exercise than that needed for control 
during production. The approach to the latter, 
it, is suggested, should be analytic. Thus, the 
specific productién cycle must be scheduled for 
each type of product, showing where materials 
are used in its manufacture. Each process should 
then be studied im situ, noting how the materials 
are put into process, what governs the quantity 
used (and, more important, what should govern 
suth quantity), who sanctions the obtaining of 
excess materials and the treatment of residual 
materials, the procedure appertaining to both of 
these factors, and the causes of waste and loss of 
materials. When the answers to these questions 
have been obtained, the data should be reviewed 
for actual or potential avenues of wastage. 
Moreover, available data of input and output 
quantities should be brought into the considera- 
tion, as an initial approach to the establishing of a 
standard loss factor for use in a. with 
product standard costs. 


Production Loss 


If the loss of materials during production is to 
be controlled at an economic level, its extent 
should be predetermined. Obviously, the import- 
ant starting-point in this connection will be the 
existing recipes or specifications of materials. 
These should be reviewed (and laboratory 
tested where necessary) with the object of 
determining the quantity relevant to the required 
quality of the end-product, so that, say, un- 
necessarily high standards are not maintained 
with an uneconomic repercussion in costs. 
Technological research should prescribe what is 
required, following tests to ascertain if an existing 
specification can be amended to provide — with- 
out diminishing the quality of the product- a 
lower materials cost. 

From this point, a searching review of materials 
in use is needed. This may include not only the 
manner in which they are introduced into a 
manufacturing process, but also the basis of 
computation of the quantity required for parti- 
cular ‘runs’. This work-study approach should 
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elicit whether there are, in fact, any causes of 
excess loss in any process. Thereafter, ways of 


eradicating such loss need to be developed and “¥ 


put into operation as quickly as possible. 

Many industries, moreover, incur considerable 
expense on packaging material. Here, too, there 
should be a thorough review, leading to the 
setting of standards for packaging operations and 
materials in respect of each product. 


Establishing Loss Standards 


Prescribing the materials specification of a pro- 
duct is one of the preludes to a computation of 
its standard cost. But this is not its sole use: 
the complement of a materials loss standard needs 
to be established, and written into the control 
procedure as a yardstick. In other words, where 


several materials are embodied in a mixture 2 


which will emerge as an end-product Im a 
different form, the ascertainment of venues and 
causes of loss should enable an economic pro- 
vision for this to be built into the materials 
standard recipe. A specified quantity of input raw 
material is thus postulated as the requirement for 
producing an expressed quantity of end-products. 

From this point, a control procedure needs to 
reveal whether (a) more than the standard input 
of raw materials has been required, and (b) any 
adversely excessive yield variance has supervened 
in any batch processed. At least two procedures 
may be adopted in this connection. First, where 
more than standard quantities are needed they 
should be requisitioned on excess materials notes 


signed by the responsible production executive. “ 


This procedure draws managerial attention to the 


X 


fact that potential excess materials cost is immi- ` 


nent. An investigation can be thus made into the 
causes and appropriate remedies taken. Secondly, 
production reports as to yield should continuously 
be available for comparison wf the expected 
standard yield. From such comparisdns, yield 
variance data in both monetary and quantitative 
terms may be extracted for use by management. 
An evaluation of yield variance is achieved by 
the application of appropriate standard ‘cost 
accounting technique. Thus, the actual output is 
compared with the expected standard output; 
any quantitative variance between the two is 
computed; and such variance is then evaluated 
at the materials standard cost per product unit. 
In addition to yield variance, of course, there 
may be a further variance created by excess 
materials usage. The monetary incidence of this 
is ascertained, by evaluation at standard purchase 
prices of any excess materials requisitioned. 
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Situations arise in various industries where the 
finished output at the end of one production cycle 
becomes the ‘raw material’ for processing by 
another department. Standard yields need to be 
established here, so that the control yardstick of 
expected standard output (at the end of the 
second production cycle) is available, and can be 
used again,in the calculation, where applicable, 
of the second stage yield variance. 

The materials cost sector of product standard 
cost will include a provision for the cost of the 
expected standard loss of materials arising during 
production. Thus, the standard quantities (in- 
cluding those representing the expected loss) will 
be specified as needed to produce a defined 
quantitative output of product. 


Materials Loss and Production Reports 
If materials losses are to be ascertained and 
controlled, adequate reports must emanate from 
manufacturing departments. The reports should 
reveal quantities of products (or sub-products) 
manufactured or processed in the various cost 
centres. The raw materials involved will be dealt 


with through an appropriate requisitioning system 


and linked to the production in which they were 
involved by works order or batch numbers. The 
standard materials value of actual output may 
thus be calculated for comparison with the 
relevant actual costs of materials—and any 
variance arising can be analysed into its con- 
stituents of (a) yield and (b) excess quantities, 

Meanwhile, physical control and supervision 
should operate throughout the production cycle. 
If any ‘runs’ reveal adverse yield variances, the 
facts should be known immediately to enable 
prompt inquiry to be made. 


Financial Aspect of Materials Loss 
Mention bas been made of the manner in which 
materials loss eontrol can be instigated in situ on 
the facto: floor. Possibly the immediate concern 
of a production executive will be to know the 
quantitative incidence of an adverse yield. He 
will doubtless be versed in relating input with 
output expectancy. His first reaction may well 
be the ascertainment of the number of product 
units lost as a result of an adverse yield. 

It is submitted, however, that for cost con- 
sciousness to operate at its most significant level, 
the quantitative comparison needs to be supple- 
mented by data showing the cost of the adverse 
yield variance. This should be a feature of the 
departmental operating statement normally used 
in a well-developed scheme of management 
accounting. Summarized in such statement will 
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be the production report relating to the short- 
term accounting period, showing output quanti- 
ties, their standard and actual costs, and any 
supervening variances. These data should be 
analysed on the statement undef cost’ centre 
headings, so as to emphasize the venues of excess 
waste and loss. They should, moreover, reveal 
the following facts: 

(1) the actual output; ° 

(2) the standard output expected from the input 

materials; 

(3) the yield variance, if fe, with a report on the 

causes; 

(4) the materials’ standard cost of the output; e 

(5) the standard cost of the input materials; 

(6) the cost of adverse yield variance; 

(7) the standard cost of excess materials usage. 

An adverse yield, causing a loss in saleable 
output, can operate also to create an adverse 
volume variance on the quantity thus foregone. 
The financial incidence òf this varjance is cont- 
puted and revealed on _ operating and budget 
statements. 

‘When an integrated accounting scheme oper- 
ates, due prominence is given to the monetary 
effects of variances through the use of variance 
accounts. These should reveal separately the 
cumulative incidence of each class of variance 
throughout the financial year. In the case of 
materials’ cost variances, therefore, the appropri- 
ate variance accounts in the integrated nominal 
ledger should include: 

(1) excess materials’ usage variance account; 

(2) yield variance account (or scrap and rejects 

variance account); 

(3) purchase price variance account. 


Information to Management 
Prompt transmission of data on the quantitative 
and financial incidence of materials loss is 
essential for maximum control efficiency. Control 
at point of use is the sine qua non. This may be 
achieved, as has been shown, by use of the excess 
materials note technique, and by speedy reports 
of actual versus standard yields to responsibl¢ 
production executives at the end of each ‘run’. 
The possibility may exist of assessing yields 
during the course of the run, thus rendering 
control more effective by giving the opportunity 
of correcting any tendencies to adverse yield 
prior to the completion of the batch. 

Executives most needing materials control 
information are usually those in charge of the 
manufacturing departments; the organization 
should work with this as a major objective, linked 
with an appreciation of the value of speed in 
supplying such information. Following the initial 


GE 
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reporting will be the data showing the financial 
incidence of adverse yields and of excess materials 
consumption. Such data are furnished to pro- 
duction executiyes on operating statements, and 
their. overall, incidence summarized for top 
management in the short-term profit and loss 
account. They reveal departures from pre- 
determined costs. 5 

_ Effective profit planiing depends not only. on 
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selling a prescribed volume and variety of 
product at expressed selling prices, but also on 
manufacturing and marketing the products at. 
their predetermined costs and selling prices. As 
adverse cost variances will erode the profit plan, 
the fullest attention should be directed to their 
avoidance. Materials cost control, therefore, is an 
important sector demanding continuoys attention 
of a rigorous and inquiring nature. 


European Commentary- III 


by KENNETH S. MOST, LL.B., A.C.A. 


Accounting and Operational Research 


‘ORGA- LA COMPTABILITÉ (Paris) for 
October, contains the text of an address 
given by Monsieur G. Commesnil to the 

Thirteenth National Congress of Accountants, the 
theme of which was ‘Ratios — statistics — conjunc- 
tures’, M Cogmesnil stressed the importance of 
combining acceunting and statistics for purposes 
of business management. Whereas book-keeping 
was primarily concerned with recording the past, 
statistical techniques could be used to create 
‘models’ in order to ascertain the probable result 
of taking a certain decision. The phrase used to 
describe this type of combined accounting and 
statistics was ‘pre-decision’. 

M Commesnil urged accountants to master 
statistical techniques, which for this purpose 
would not require more mathematical knowledge 
than they customarily possess. With regard to the 
more accepted functions performed by account- 
ants, the writer specified three where statistical 
techniques could be usefully applied; in checking 
and recording a large quantity of data; in evolving 
standard costs; and in installing electronic equip- 
ment. The techniques themselves would enable 
accountants to travel far beyond these limits, 
however, and to assist management with advice 
Based upon something more scientific than 
empirical observation and the examination of 
past events. 

The September issue of the Bulletin of the 
Société de Comptabilité de France contains a 
long and closely-reasoned address on the same 
subject given by Monsieur Jean Nataf at the 
Salle des Ingenieurs Civils in Paris last April. 
M Nataf traced the origin of operational research 
as a technique to Britain, where the first groups of 
scientists started to use it in 1939, to deal with the 
problems posed by radar. By 1942, a total of 365 
scientists were employed on such work in the Army 


alone, in addition to those of the other two services. 
M Nataf claimed that operational research 
was a state of mind as well as a technique, and_ 
that the one led naturally to the other. After 
providing examples of its use outside the field of 
accounting, he dealt with the analysis of variables 
in such questions as: the maximization of profits, 
the estimation of depreciation; the valuation of 
stocks; and the apportionment of overheads. 


The Zone Price System 


In Die Wirtschaftsprifung (Stuttgart) for October 
15th, 1958, an article by Dr Karl-Heinz Forster 
describes the zone price system for evaluating an 
inventory, which is itself based upon statistical 
observations. The normal procedure when pre- 
paring an inventory of stocks is to multiply 
quantities by prices for each item individually. 
Where an extensive stock of many articles is 
kept, thousands of multiplications are necessary. 
This large number of multiplications can be 
reduced to a certain extent by adding together all 
articles of the same price, and multiplying the 
total quantity and the price. The total of such an 
inventory does not differ from the total of the 
individual values obtained by multiplYing each 
item separately. 

The zone price system goes one step further. 
It consists of a systematic ‘rounding-off’ of 
prices, upwards or downwards, in which’ the 
first task is to create certain ‘steps’, usually 
between fifty and 120 in number, according to 
definite principles. The quantities of all articles 
whose prices lie within each ‘step’ or zone are 
then added together, and multiplied by a pre- 
viously determined price lying within the zone, 

For example, when taking stock it is found that 
thirty-three articles, totalling 877 units of quantity, 
are to be priged at prices ranging from 3s 6d to 
4s 3d per unit. The ‘zone price’ for this step was 
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previously determined at 4s per piece. Instead 
of multiplying the quantity of each article by the 
unit price, one calculation is made, viz: 877 X 4s= 
£175 8s. 

The inventory value produced by this method 
will not be the same as that produced by evalua- 
ting the items individually, but where the price 
zones and zone prices are well chosen the overall 
difference ‘vill be small enough to be ignored. 

The simplification afforded by this procedure 
is particularly useful to those businesses which 
are able to sort their stocks quantitatively into 
the chosen price zones, e.g. where punched cards 
are used. It can be applied to other businesses, 
however, even where no stock records are kept. 

In order to increase the accuracy of the 
proceeding, it is possible to exclude all items 
where the unit price exceeds a certain figure. In 
any case, the determination of price zones 
requires a careful examination of the price and 


_ quantity structure of the stocks in a given business. 


Capitalizing Advertising Expenditure 
An article by Dr Gisela Hoffman in Die Wirt- 
schaftspriifung of November rst last, deals with 
the legal and accounting rules governing capital- 
ization of advertising expenditure in order to 
carry it forward from one accounting period to 
another. The writer perceives a trend in recent 
years towards capitalizing intangibles, and in the 
case of advertising expenditure this can take one 
of three forms. These are, to create a goodwill 
account by charging to it a part of this expendi- 
ture, to carry part of it forward as a payment in 
advance or suspense item, and to include part of 
the cost of printing, stationery and advertising 
equipment in the balance sheet. The last-named 
is essentially a different problem, however, and 
is subject to the rules governing inventories. 

German legal decisions hold that advertising 
expenditure may not be capitalized by debit to a 
goodwill “account except where exceptional one- 
time expenditure has been incurred, the effect of 
which has been to create a special goodwill value, 
such as might occur where a new periodical is 
lauriched. 

German accounting literature regards adver- 
tising expenditure as a ‘distribution cost’ which 
can never be capitalized as goodwill because it is 
not “expenditure on goodwill’. There is no more 
justification for capitalizing advertising expendi- 
ture in this way, than for capitalizing any other 
expenditure which may lead indirectly to an 
expansion of profitability. 


The rule of caution which . characterizes 
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financial accounting precludes carrying forward 
advertising expenditure as a payment in advance, 
because it cannot be known with any degree of 
accuracy how much of the expenditure should be 
carried forward in the balance sheet. 

Hire-purchase Trading in Belgium 
The August/September issue of La Revue Belge 
des Sciences Commerciales (Brussels) contains inter- 
esting details of the regulations governing hire- ` 


_ purchase trading in Belgium. In order to engage 


in hire-purchase trading without being financed 
by some other» organization, a Belgian business 
must be approved by the Minister of Econonfic 
Affairs. It must file with the Ministry full 
particulars of its number in the Register of 
Commerce and its legal constitution; it must 
undertake to keep proper accounts for producing 
the statistical data required by the Minister, to 
transmit such data to (ee Minister, to make jts 
agreements available to the Ministry’s inspectors, 
and to seek its finance oaly from other approved 
organizations. 

The Minister’s approval will aply be given to’ 
businesses which can show net realizable assets 
of two million Belgian francs. Businesses which 
engage in hire-purchase trading financed by 
third parties are not required to obtain the 
Minister’s approval, but must be registered on a 
special register kept by the Ministry. 


Accountancy Training in Germany 
Publication No. 55 of the Deutsche Industrie 
und Handelstag is a booklet on training for the 
professions of accountancy and tax advising in 
Germany and contains figures for apprentices 
and examination results for the year 1957. It is 
quoted by Der Wirtschaftstreuhdnder (Stuttgart) 
of October 15th as stating that the number of 
apprentices employed in these professions, ac- 
cording to apprentice lists, was 7,985 in 1957 
against 7,640 in 1956. Of these apprentices, 1,694 
were male and 6,291 (78-5 per cent) female. 
There were 2,739 in the first year of training, 
2,642 in the second and 2,585 in the third. 

In 1957 a total of 2,468 apprentices in the 
accountancy and tax advisory professions sat for 
the ‘Gehilfeprüfung’ (qualified assistant’s exam- 
ination) of whom 554 male and 1,639 female 
apprentices passed; in all, 2,193 or 88-8 per cent. 

It should be made clear that the examination 
in question is for qualified accountancy assistants 
and is not one through which is achieved the 
status of Wirtschaftsprufer —the German equiva- 
lent of a fully qualified Chartered accountant. 
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‘The Gentlemen Accomptants — . 


by R. ROBERT, A.C.LS. ` 


"N LANCING at the illustrations of old 
r books on commerce, one is impressed by 
the scholarly atmosphere which enveloped 
the best counting-houses of two or three hundred 
yeats ago. Principals and their clerks are depicted 
in the flowing robes*of- Roman senators’ or, 
alternatively, in ultra-business-like stances, with 
quills industriougly applied to the parchment 
pages. Looking at these old engravings and wood- 
cuts, it would appear that even then ‘accomptants’ 
as they were called, enjoyed a superior status in 
society — together with some perquisites and 
privileges. 

Bo much, perhaps, may be deduced from their 
style of dress, their cambric ruffs and top-hats, 
their offices, vellum-boand books, money-bags 
and measuring devices — all clearly and indelibly 
portrayed. Les easily-ascertained are the methods 
they worked by, the specific conditions of their 
employment, and the training they received. 
Dealing with the last point first, it seems that in 
sixteenth- and seventeenth-century England the 
only sure means of acquiring book-keeping and 
accountancy knowledge was by working for the 
Crown, or for a merchant with a voluminous trade 
or by going abroad. Young men were sent to 
Spain, Italy, and the Netherlands to become 
familiar with the latest techniques of commerce, 
as ‘well as of account-keeping. 


Early Textbooks 


Textbooks. at that time were few, though it is 
well to remember that the first Profitable Treatise 
on double-entry book-keeping appeared in this 
country as far back as 1543—in Tudor days. 
Hugh ‘Oldcastle’s work, based on Pacioli’s 
historic Summa de Arithmetica, was produced by 
one of the earliest printers. Probably it sold well, 
and the edition was quickly exhausted, but one 
doubts whether its worth was widely recognized. 
No revolution occurred, and the old, haphazard 
methods continued in use. 

- By the following century, matters had some- 
what improved, and a book entitled The Mer- 
chaunt’s Mirror, by Richard Dafforne, ran into 
several editions. We may assume, therefore, that 
the Italian ‘three-book system’ of accounting, 
with double-entry, was gaining ground. Roger 
North’s The Gentleman Accomptant, an ‘Essay to 


Unfold the Mystery of Accounts’, was published 
in 1714, a short, readable primer which avoided 
long strings of rules. North’ seems to have 
favoured a definitely ‘high-hat’ approach to his 
subject. Book-keeping, according to him, was a 
somewhat esoteric art, which required the 
‘solitude of a compting house’, where the ‘right 
ordering of debit and credit’ could be considered, 
in Olympian calm, free from interruptions, loud 
noises, and other wordly distractions! A journal 
entry, unless of the most simple kind, was some- 
thing to be pondered deeply — like a move on the 
chess-board, . 


E) 


Working Conditions 


From the seventeenth century onwards, at least 
some information is available on the subject of 
working conditions. That august institution, the 
Bank of England, employed a number of account- 
ants in the far-off days of 1694, when it began 
operations. First of a long line of ‘Chief Accomp- 
tants’ was one Thomas Mercer, who received 
£200 per annum and had two assistants, paid half 
that sum, to keep the books and records. Many 
of the early staff found the duties onerous; others 
were frankly incompetent and soon left. 

The accomptants, with the tellers and cashiers, 
made a timely start at 7 a.m., and continued, | 
without recognized break, until 5 p.m., and the 
bank, at that period, was open for six days out 
of seven! However, by way of compensation for 
the long hours, there were about forty paid 
holidays a year. Discipline appears to have been’ 
easy, and faithful service did not go: unrecog- 
nized. There were increments and, at the end, 
reward in the form of a pension. Everything con- 
sidered, a job in the chief accomptant’s depart- 
ment of. the Bank was considered eminently 
suitable for a gentleman’s son. Favouritism and 
influence played their part in securing clerkships, 
but in the long run it was competence and skill 
that won the day. 

At about the same time, in the offices of the 
East India Company, similar conditions pre- 
vailed. To find a niche behind the portals of East 
India House in Leadenhall Street was the 
ambition of many a well-educated young man 
seeking a commercial career. The court of 
directors, fully aware of. the fact, was ‘choosey’, 
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and insisted that successful candidates should 
serve a two-year apprenticeship — during which 


_ time they received no salary. Once established 


E 


however, they had security of. tenure and the 
prospect of advancement — always provided they 
were industrious and kept to the straight and 
narrow path, 

These gentlemen of Leadenhall Street spent 
their working lives in draughty, candle-lit offices, 
and not a little of their time was taken up in 
cutting quills and in dusting sand over the pages 
of their ponderous ledgers. Some were capable 
men: skilled, efficient, exact. Others were the 
reverse. But for generations they kept the finan- 
cial records of this, the greatest of all the old-time 
trading companies, in good, presentable order. 


Pious Sentences 


TA curious custom of the accountants of former 


days was the writing of formal dedications and 
appeals to the Deity into the opening pages of 
their account books. Charles Lamb speaks in his 
essay, The South Sea House, of books with ‘old 
fantastic flourishes, and decorative rubric lacings’, 
and ‘pious sentences at the beginning without 
which our religious ancestors never ventured to 
open a book of business or a bill of lading’. One 
of the greatest merchants of the sixteenth century, 
Sir Thomas Gresham, started off his journal in 
the following way: 


‘In the name of God, Amen. This present book 
shall be called the Journal . . . and I will write 
therein... with my own hand... all my 
doings . . . and from the said Journal to enter 
them into the Great Ledger’ 


and concluded: 


‘Pleaseth God to give me profit and prosperity, 
and to defend me from all evil fortune, loss or 
damage. Amen,’ 


Simon Stevin, of Bruges, born in 1548, was the 
iconoclast who first ventured to dispense with 
these prefaces, possibly with the object of saving 
precious time in the counting-house. Somewhere 
in the seventeenth century the accountants of 
England followed his example, and the old pic- 
turesque appeals to the Almighty to bless business 
transactions were dropped. 

“Biographies of prominent promoters, governors, 


“and directbrs of chartered companies, such as the 


Bank of England, the East India Company, and 
the Hudson’s Bay Company, are scattered through 
all the dictionaries. For details of the early ac- 
countants we have to search in more remote 
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places. What manner of men the South Sea Com- 
pang — of notorious and immortal memory - 
employed is vouched for by Lamb, an indifferent 
accountant but a dedicated man of literature. They 
were, he tells us, mostly bachelors. The establish- 
ment did not admit of ‘superfluous salaries’, and 
they were odd fishes, ‘members of a lay monastery’ d 
the domestic retainers in a great house, and ‘kept 
on more for show than use — but pleasant fellows 
and full of chat’. 


a 


8 l 
An Unusual Character 


One name stands out among these South Sea 
accountants: that of a Mr John ‘Tipp, an alto- 
gether unusual character. Unlike so many of his 
colleagues at the office, he made no pretentions 
to high social connections, or aristocratic blood. 
Caring little about such things, he yet indulged 
an inordinate professiopal pride. John Tipp’s 
credo was a simple one: he held that there was no ` 
finer occupation in the world than that of account- 
ancy, and coupled to this was a firm conviction 
that in his person was to be foused the world’s 
greatest accountant! The compafiy allowed him 
the use of a fine suite of rooms in Threadneedle 
Street, and he held fortnightly musical concerts 
there. Fond of good company, cold mutton and 
punch, modest John would, on occasions, him- 
self render a violin solo. But, as the essayist has 
recorded, when at the desk Tipp was an alto- 
gether different being; conviviality, politics - even 
music — were forgotten, and he concentrated 
grimly on the ‘writing of dividend warrants’, or 
whatever task might be in hand. We may safely 
infer that the South Sea Company’s books were 
kept by double-entry from the statement that ‘the 
striking of the annual balance’ occupied the 
accomptant’s days and nights for a month pre- 
vious. Only when the ‘last fractional farthing’ 
had been accounted for was his mind able to relax 
again. 

Martinet though he was in the counting-house 
at balancing time, John Tipp of the South Sea 
Company appears to have been well liked. As a 
result of his popularity, and by virtue of his office, 
he was ‘plagued with incessant executorships’, all 
of which he discharged with the most scrupulous 
honesty. Never, declares Lamb, whether for lucre 
or intimidation, did he let down a friend or turn 
a blind eye to principles. From the context of 
the essay it is plain that John Tipp had his code 
of professional ethics and was the possessor of all 
the virtues which one could reasonably expect to 
find in an accountant and a gentleman of the 
eighteenth century — or indeed, of any century. 
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Weekly Notes 


E American Institute Affairs 


HE American  Instłtute of Certified Public 

Accountants, to judge by its annual report and 
acounts for t958, is in a sound state both financially 
and intellectually. Th® surplus of income over 
expenditure for the year (to August 31st), after 
d@biting a far-seeing item of $15,000 described as 
‘Reserved for 1962International Congress of Accoun- 
tants’, was $74,834. Both amounts were added to the 
general fund balance, thus raising the total from 
$667,787 to $757,621. 

The intellectual healthiness of the Institute is 
apparent from the stimulating report of its many 
activities during the year. eThese include the creation 
of a technical* services department to provide staff 
assistance for the Instityte’s many committees, a 
survey on price-level adjustment of depreciation, 
the maintenanee of a watch on all Congress legisla- 
tion of importante to the profession and the business 
community and the publication of an impressive 
array of professional literature. 

The President of the Institute, Mr Alvin R. 
Jennings, in a message to members accompanying 
the report and accounts, stressed the need for a 
policy of continuing education after qualification ~ 
what in this country would be called post-graduation 
courses. At its spring meeting this year, the Institute 
appropriated $50,000 to start a programme of 
training for staff accountants in smaller firms and 
professional courses for practising certified public 
accountants generally. It is thought that a further 
$100,000 may have to be sought adequately to 
launch the scheme which, it is hoped, will become 
self-supporting by charging tutorial fees on an 
economic basis. 


Tax Relief for Hire-purchase Charges? - 


At the recent half-yearly general meeting of the 
Industrial Bankers Association it was reported 
that the Association has made representations to the 
Chancellor of the Exchequer concerning the possi- 
bility of introducing legislation to grant relief from 
income tax in respect of charges made by finance 
companies under hire-purchase and credit sale 
agreements. At present no relief is obtainable unless 
the goods in question are being used for business 
purposes. These representations are said to be 
under consideration. __ 

A scheme is being prepared with the object of 
making it possible for hire-purchase payments to be 
tendered at sub-post offices. The National Federa- 
tion of Sub-postmasters is said to have indicated 
its approval of the scheme. It would apply to pay- 
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ments normally made direct to finance houses or 
through the banking system; payments to traders 


_ who have supplied the goods would not be covered. 


Balancing Charge is not Income 


HE House of Lords, by a majority of three to 

two, has upheld the Court of Appeal decision? in 
Commissioners of Inland Revenue v. Wood Brothers 
(Birkenhead) Lid (The Times, December 19th). 
This decision was to the effect that a balancing charge 
in the sum of £18,675 made on the company was not 
part of the company’s ‘actual income from all sources’ 
within the meaning of Section 245 of the Income 
Tax Act, 1952 (which deals with surtax directions on 
companies). Accordingly, it could not be apportioned 
among the members for the purpose of charging 
surtax on it. Perhaps this decision will be followed 
by some legislation on the point next April. 


Prison for Tax Fraud 


Be. 


FTER an eight-day trial at the Manchester A 


Crown Court, Rothwell Bamber, aged 47, 
chartered accountant, of Freckleton Street, Lytham 
St Anne’s, was sentenced to twelve months’ imprison- 
ment for sending to the Inland Revenue a false 
statement of the income, from 1944 to 1951, of Eric 


Sandifird Ashton, aged 45, of Clifton Drive South, - 


St Anne’s, Blackpool, managing director of Knowlson 
Ltd, confectioners, of Marton, Blackpool. Bamber 
was also convicted of sending a false statement to 
the Inland Revenue in 1949, and falsifying Knowlson 
Ltd’s profits between 1943 and 1949. 

Ashton was sentenced to two years’ imprisonment 
after admitting seven charges of falsifying the com- 
pany’s profits and eight of sending in false returns 
of his own income, He was also ordered to pay the 
prosecution’s costs. Counsel for the prosecution told 


the Court that some {£16,000 in income tax and 74> 


excess profits tax would probably be recovered by 
the Inland Revenue. 


Irish Tax Reform 


HE Association of Chambers of Commerce in 

Ireland and the Federated Unien of Employers 
have submitted a memorandum of evidence to the 
Commission on Income Taxation in the Republic of 
Ireland. Prepared by Mr F. G. Hall, PH.D., F.C.A.. 
the memorandum puts forward many arguments 
which are similar to those heard in this country. 

A plea is made for alterations in profit computa- 
tions, both to allow for inflationary tendencies and 
to liberalize the official attitude towards expenses. 
Loss-forward relief is still limited to the following 
six years; the memorandum advocates the abolition 
of the time limit, and the introduction of relief 


carried backwards, Schedule A, it is suggested, is "A. 


not worth retaining as a separate schedule; rents 
could be assessed under Case III of Schedule DÐ, 
and owner-occupiers entirely relieved. The memo- 


1 See The Acco@ntant, May 3rd, 1958, at page 522. 
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randum: would welcome the introduction of relief 
for retirement provision by the self-employed, but 


, does not advocate the adoption of the British P.A.Y.E. 


~ 


O 


K 


wey 


system which it considers to be too complicated and 
burdensome for employers. The need for codification 
is more pressing in Ireland, where they still have the 
1918 Act, than it is here. A complaint is made that 
the Revenue Commissioners apply those British 
judicial tax, decisions which are in the Revenue’s 
favour, but not those which go the other way. It 
is suggested that the Revenue Commissioners be 
assisted by an advisory committee drawn from 
commerce and accountancy. 


Coffee Stall as a Charity 
T has been held in the High Court that a canteen 
in Hereford Market qualifies for income tax relief 
as a charity (Trustees of the Dean Leigh Temperance 
Canteen v. Commissioners of Inland Revenue, The 


Times, December 18th). Giving judgment, Mr 


Justice Harman said that the trustees of the 
canteen had applied for income tax exemption in 
respect of income from investments and the profits 
from the canteen. The canteen was carried on largely 
with voluntary help and therefore made large profits, 
part of which were invested. It was first begun in 
1917 but was now governed by a trust deed executed 
in 1930. The recitals to the deed did not mention 
any charitable intention except by the use of the 
expression ‘Dean Leigh Temperance Canteen’. The 
operative part of the deed, however, showed that 
the intention was to promote temperance, which the 
Crown conceded was a charitable purpose. His 
lordship thought that on the whole the Trustees 
had proved their case. He made an order reversing 
the decision of the Special Commissioners. 


Friendly Societies General Report 


ART 1 of the report of the Chief Registrar of 

Friendly Societies for the year 1957 has now been 
published!, This part deals with general matters not 
covered hy any of the other four parts of the Chief 
Registrar’s annwal report which deal with friendly 
societies proper, industrial and provident societies, 
trade unions, and building societies. 

A statistical summary in the report shows that 
there was a further slight fall in the number of 
bodies registered or rendering returns to the depart- 
ment (22,785 or 351 fewer than at the end of the 
previous year), largely as a result of amalgamations 
or transfers to other societies; and also a small 
decline of total membership (from 155,195,000 to 
155,020,000) but there was a further rise in the total 
funds — by £275 million to £4,905 million. Of course, 
the individual membership includes a good deal of 
overlap: one individual may be a member of several 
different societies. The total funds controlled by 
these societies are very impressive. 


1 H.M.S.O. 3s net. j 
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During 1957, 121 names were added to the list of 
approved auditors holding general appointments. 
Twenty-eight died during the year and thirty-nine 
resigned. Twenty-nine others were removed from 
the list, seven for failure to send a return of audits, 
nineteen because no audits had been*carried out for 
several years, two because’ they had ceased to hold 
professional qualifications, and one because he had 
ceased to be in full-time practice. 

The report sets out sorhe cases decided by the 
Registrar and regarded as being of general interest 
or involving special points of law. One deals with a 
case where a husband, wfshing to ipvest £1,000 
was advised by, the manager of a trustee savings 
bank to put £500 in his own account and £500 4n 
his wife’s, in order to obtain the maximum income 
tax concession. It was held contrary to the husband’s 
submission that the {500 was paid into his wife’s 
account’ by way of advancement, and therefore 
belonged to her. In another case, the personal 
representatives of a deceased holder of a Post Office 
Savings Bank account claimed thata nomination 
made by the deceased in favour of the Chancellor 
of the Exchequer was void in that the deceased was 
non compos mentis at the time. No evidence was 
given of the mental incapacity (perhaps it was thought 
that the nomination itself was enough) so the claim 
was rejected. 


Developments in Investment Policy 


N a paper entitled ‘Developments in investment 

policy during the last decade’, given at a meeting 
of the Institute of Actuaries last week, Mr J. G. 
Day traced recent changes in ideas on invest- 
ment policy for life offices and pension funds. He 
stressed the need to select assets suitable to the 
particular liabilities, linking the risks that could be 
taken to the free reserves available. If necessary, life 
office liabilities could be exactly matched by gilt- 
edged investments to give complete security, although 
a more adventurous policy would normally be 
pursued; indeed, he thought that with-profit policy- 
holders looked for the results of investment in 
equities to be reflected in the bonuses on their 
policies. For pension funds, where the greatest risk 
was that inflation would create a need for higher 
pensions, Mr Day thought that equities should be 
the basic form of investment. His paper included aå 
analysis of the investments available, particularly gilt- 
edged and equities, and their suitability for the needs 
of investment policy. 


Mias (Holdings) Ltd Winding -up 

R Justice Vaisey on December 15th ordered 

the winding-up of Mias (Holdings) Ltd of 
Farringdon Road, London, EC. The order was made 
on the company’s own petition; there were supporting 
creditors but no opposition. The supporting creditors 
included two judgment creditors for £531 and 
depositors for £350. 


Reviews 


American Investment in British Manu- 
facturing Industry ` 

bpr J. H. DUNNING, PH.D. (George Allen & Unwin 
Ltd, London. 35s net.) a 

According to the author, this is the first comprehen- 
sige study to be made of the scope of American 
corporate investnfent in British manufacturing in- 
dustry. Beginning with the formative period between 
1870 and 1914, when the United States had already 
established supremacy in production in some 
industries and wished to build up export markets 
and establish branches overseas, Dr Dunning goes 
on, to trace the reasons for the increasing flow of 
investment thtreafter. He points, first, to an in- 
sufficiency of domestic sayings after the First World 
War, coupled with the United States new role of a 
major overseas lender; later, changes in tariff policy 
induced more Afnerican firms to ‘set up shop’ in this 
country, while in the post-war period changing 
economic circumstances markedly affected the flow 
of capital to Britain. Not only was the dollar shortage 
and threatened loss of sales by United States firms a 
very persuasive influence, but a voracious demand 
for all types of American designed and styled goods 
was much in evidence. 

As a result, United States firms have acquired a 
considerable stake in British industry. Total business 
investment is now thought to exceed $1,200 million 
and is increasing at the rate of about ro per cent 
per annum, mainly through the ploughing back of 
profits. More than 300 subsidiaries of American 
corporations or concerns jointly financed by Anglo- 
American interests are in operation in Britain, 
providing employment for close on 350,000 people 
and producing a wide range of capital and consumer 
goods. In the main, investment seems to have been 
centred upon the chemical and petroleum industries, 
engineering and shipbuilding and vehicle production 
zall of them industries with a very definite export 
potential of their own. 


How to Increase Office Productivity 

by EarL P. Strona. (College of Production Techno- 
EC Great Chart, near Ashford, Kent. 27s S net, 
postage 11d extra. ) 


Office Administration 

by GEOFFREY MILLS, A.C.1.S., M.B.I.M., F.0.M.A., and 
OLIVER STANDINGFORD, F.B.LM., F.O. M.A. (Sir Isaac 
Pitman & Sons Ltd, London. 25s net.) 

Both these books have the same objective — to define 
effective office management and to lay down a 
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programme for carrying it out. Professor Strong 
begins with a chapter on the proposed plan of 
campaign and then follows it up with six chapters 
each dealing with a specific step in the process. The 
first of these explains the importance of making job 
analyses of all clerical and supervisory positions. The 
second deals with the task of determining and setting 
performance standards for all work undertaken. Next 
come chapters on how job work methods and pro- 
cedures may be improved and on the training of 
office staff. The fifth chapter covers the establish- 
ment and application of work incentives and the 
sixth and final chapter considers how supervision at. 
all levels may be strengthened. An appendix provides 
sample job analyses, drills for the development of 
skill and supervisor rating charts to illustrate the text. 

The other book, despite careful editing, is more 
diffuse partly because of the number (about ten) of its 
contributors. It is divided into five separate sections, 
the first being a general survey of office organization, 
the next three being concerned with control, staffing 
and supervision and the fifth with specialist tech- 
niques to be applied in planning the work of a 
modern office. 

Professor Strong approaches the problems from 
the American, and the contributors to the symposium 
of Messrs Mills and Standingford from the British 
viewpoints, but there is no radical disagreement in 
their philosophies which are that the essentials of 
smooth and efficient office administration are a 
streamlined system, first-rate supervision, intelligent 
delegation and honest individual effort on the part 
of every member of the staff. Both works should be 
read by all executives who aspire to these ideals but 
who are conscious of shortcomings in their own 
organizations. , 


Principles and Practice of Commerce 


by James STEPHENSON, M.A., revised by H. O. 
BEECHENO, B.COM, Fifth Edition. (Sir Isaac Pitman & 
Sons Ltd, London. 30s net.) 


The demand for a fifth edition of this work indicates 
that it is playing a useful part in the instruction of 
students; particularly welcome is the decision to keep 
it within a reasonable compass by® discarding the 
more historical and economic matters in fevour of a 
concise survey of modern commercial practice. The 
numerous tables and diagrams form most useful 
adjuncts to the text, although in some cases they are 
marred by the use of clumsy type. The author's 
warning in the preface as to the continual change of 
so many of the matters dealt with, could profitably 
be repeated at appropriate points in the text and 
exact dates placed against some of the figures quoted 
~the mere year (as with National Insurance rates) 
is not, alas, always sufficient. 

Mention of a few of the good features must suffice. 
Thus, in the brief five pages on ‘The Modern 
Office’ the student is given a concise description of 
standard costing, budgetary control, management 
ratios and mieehanized accounting, while the section 
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on ‘Exchange, Banking and Finance’ is; perhaps, 
the best in the book, of which it forms nearly a 
quarter. The table on page 454, however, will mislead 
the student in one small point: directors do usually 
hold qualification shares but, unless the articles so 
provide, they are not obliged to do so. 

It is a pity that Chapter 55 on ‘Turnover’ hardly 
does justice to this important subject, as it adds 
little to what had been concisely said earlier in the 
book, and in particular the short paragraph on 
‘Statistics’ is quite unworthy of that subject. The 
last section, however, devoted to ‘Commerce and the 
State’, gives a clear summary of the complex nature 
of this important relationship, the chapter on ‘Local 
Government Authorities’ being particularly useful, 

Altogether, this book is a marvel of condensation, 
sometimes, perhaps, dangerously so, but for the 
Intermediate student, for whom it is primarily 
intended, it should prove a most helpful introduction, 
and whet his appetite for the more detailed treatment 
to be found in other works which cover specific 
aspects of commerce. 


Business Enterprise 


by RonaLtp S. Epwarps and Harry TOWNSEND. 
(Macmillan & Co Ltd, London. 6os net.) 


An undergraduate studying economics straight from 
school all too often finds himself confronted with an 
elegant formal system. But if theory is not well 
founded on fact, he may discover to his dismay, 
when he comes into contact with the real world 
later on, that the formal system and models on which 
he has trained bear little or no resemblance to the 
practical issues which he is called upon to unravel. 

In recognition of this perplexing situation the 
authors have sought to bridge the gap between 
economic theory and economic fact by analysing 
the forces at work in industry and thereby illustrat- 
ing not only their complexity but the relationships 
between them. 

The resulting material—copious’ in itself — has 
been suitably arranged under four groups of topics. 
Part One describes the birthpangs of various business 
firms and théir subsequent growth which focuses 
attention upon the extraordinary variety of organiza- 
tions which constitute the industrial system. Part 
Two is concerned with the factors determining the 
size, location and specialization of firms; while 
Part Three deals with the relationship between the 
Government and industry. The very nature of the 
discussion causes this latter part to be rather more 
polemical in character than the earlier parts. Never- 
theless it is a useful insight into those matters upon 


which Ministers and Civil Servants have to take 


action and on which members of the public, too, have 
to make up their own minds. Part Four concentrates 
"on the future by considering the problems involved 
in finding the resources, providing the incentives 
and organizing the framework for progress in 
industry. Here, as the authors are at pains to point 
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e 
out, in the absence of much more detailed informa- 
tion, far too little is known as yet to support clear 
findings or wide generalizations about industrial 
organization. 

Despite its limitations and simplifications, "econo- 
mic analysis is a valuable tool fop the study of 
business activity. The pity is that such a high pro- 
portion of the ablest minds among economists have 
tended to by-pass empirical research in favour of its 
theoretical counterpart. Yet economic theories are 
sterile unless they are constantly tested and modified 
in the light of actual experience. From this poine of 
view, the authors have mow than succeeded in their 
aim of introducing us to the milieu of practical 


business affairs: P 
e 
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ew Form 


. V 
“NONSCIOUS of Ve need to present you with 
~ clear gnd comprehensive information about your 
mpany, we have overhauted our published accounts 
d now present them to you prepared on the most 
ydern lines. I hope you obtain pleasure and profit 
_their examination,’ says Mr Frank Woodhead, 
airman of Toledo Woodhead Springs Ltd, in his 
ltement with the accounts of the company to 
igust 31st, 1958, which are the subject of this week’s 
wint. ° hg 
The new form bears a close resemblance to that 
2d by The United Steel Companies Ltd whose 
sounts have been wjįdely approved. No doubt it 
merely a coincidence hat both companies are in 
effield although the registered office of Toledo is 
Malle in Co. Durham. At all events, it is satis- 
tory to note that the new Toledo form is on 
nd lines. 

‘oledo has long been connected with vehicle leaf 
ings and it so happened that a plant was estab- 
ħed, at the requirement of the Ministry of Supply, 
make coil springs for tanks. The plant was acquired 
m the Ministry after the war and became a valu- 
je asset when car manufacturers moved on from 
springs to independent front wheel coil sus- 
sion. ‘The company was also the sole manu- 
rer in the war of the wheel device that enabled 
itary vehicles to run on deflated tyres over loose 
d and shingle. 


EXPLANATORY NOTES 


y one Subsidiary Company, were transferred 


tion of taxation 


lus ip in excess of this year’s profit and note 


(including contributions to the Pension Fund) 


Fees as Directors 
Add: Transfer to amount set aside for the equalisa- 


Remuneration of Executive Directors 


Income Tax 


Emoluments of Directors of the Parent Company 
Profits Tax 


Deduct Depreciation 
1 EXCESS OF INCOME OVER EXPENDITURE after 

charging the following 
BASED ON THE PROFIT OF THE YEAR 
Surp 
required 
by the payment of a dividend, 

VU DIVIDENDS PAID OR RECOMMENDED 
interim Dividend at 74% fess tax 
Final Dividend at 10% fess tax 


BALANCE BROUGHT FROM TRADING ACCOUNTS 
V NET PROFIT RELEASED BY SUBSIDIARY COMPANIES 


Less: PROVISION FOR TAXATION NO LONGER REQUIRED 


Zz 
Q 
E 
< 
x 
< 
p 
= 


1,500 


54,552 56,052 








-C. Relief 


‘ARS. G. GLIKSTEN, chairman of J. Gliksten 
& Son Ltd, whose interests in wood and timber 
with the tree itself, reports that while the com- 
hy expécts to benefit from overseas trade corpora- 
status, the position has not yet been finalized and 
| taxation provision, £385,952 against £364,092, 
` been made on the old basis. 
VU necessary steps have been taken in consultation 
h the company’s advisers, to ensure that three of 
subsidiaries will obtain O.T.C. relief. As final 
eptance of the position has not yet been agreed 
h the Inland Revenue, the full amount of tax due 
ithe year’s profits, if O.T.C. status is not recog- 
ed, has been reserved. The position should be 
ified by the time the next accounts come round 
| this, says the chairman, may result in a sub- 


TOLEDO WOODHEAD SPRINGS LIMITED AND ITS SUBSIDIARY COMPANIES 
CONSOLIDATED PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 3ist AUGUST [958 


APPROPRIATION 
BALANCE AT 3ist AUGUST 1957 BROUGHT 


PROFIT AND LOSS ACCOUNT 
EXCESS OF INCOME OVER EXPENDITURE 
DIRECTOR'S COMPENSATION FOR LOSS OF 


COMPANIES 


FORWARD 
DIVIDENDS PAID OR RECOMMENDED less TAX 18,077 43,077 


CONSOLIDATED SURPLUS AFTER TAXATION 


1,582 (retained) Y NET PROFIT RELEASED BY SUBSIDIARY 
NET PROFIT OF THE PARENT COMPANY 


it INTEREST ON INVESTMENTS AND DEPOSITS 
BALANCE CARRIED FORWARD 


IN TAXATION 


4,597 


56,527 51,930 
25,000 Vil TRANSFER TO GENERAJ. RESERVE 


15,848 VII 


40,848 
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stantial reduction in next year’s tax charge with an 
adjustment for over-provision. 

While this cautious approach has been made, 

Rertain of the subsidiaries, however, in order to 
benefit from O.T.C. tax concessions, have declared 
dividends in excess of earnings during the year, 
calling upon reserves to do so. As a result, there are 
more profits available in the parent company than 
the group earned and a substantially higher transfer 
(£150,000) is being made to general reserve and the 
carry forward increased. 


Goodwill 


OME of the multi-millions that provide the 
nation’s daily bread are shown in the accounts of 
Allied Bakeries Ltd. The consolidated balance sheet 
at March agth last shows £19,731,000 in capital, 
reserves and surplus — this being one of those com- 
panies that approximates in its published accounts 
gi thousands. 
~The position has been built up very much by the 
acquisition of existing businesses and there is an 
interesting aspect of this in the directors’ report. The 
addition of new subsidiaries and the development of 
existing subsidiaries, the report states, has involved 
expenditure of £986,000 on goodwill during the year. 
In the group, that amount has been provided by 
appropriations out of profits to capital reserves so 
that no amount of goodwill is shown in the balance 
sheet. 

Since the company’s formation, £94 million has 
been expended on goodwill. Profits and reserves have 
been used to eliminate the whole of this amount, 
and there remains in the group, capital and revenue 
reserves totalling £11,525,000, of which £9,528,000 
appears in the company’s own balance sheet. 


a 
Next Week’s Reprint 


The reprint in next week’s issue will be from the 
accounts of The City of London Building Society. 


. CITY NOTES 


EW Year stock-market prospects are now being 

discussed against the background of an indus- 
trial equity market which keeps obstinately firm. 
Despite the sharpness of the 1958 rise in equities 
there is as yet no obvious tendency towards profit- 
taking in any of the ‘consumer’ shares that have made 
the market runing in the past six months or so. 

Yields of between 3 and 4 per cent do not deter 
fresh buyers to whom the prospect of capital apprecia- 
‘tion is more attractive than income return. 

i is possible, however, that the equity accent 
may tend to switch from consumer to capital shares 
as the credit measures taken since last August begin 
to have their effect on the heavy industries where 
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EXPLANATORY NOTES 


Details of Share Capital are given in Schedule A. 
Details of Reserves are given in Schedule B, 





1958 
179,651 
46,265 


CONSOLIDATED BALANCE SHEET AS AT 3ist AUGUST 1958 
248,026 


TOLEDO WOODHEAD SPRINGS LIMITED AND ITS SUBSIDIARY COMPANIES 


CAPITAL EMPLOYED 
ISSUED CAPITAL OF TOLEDO WOODHEAD SPRINGS LIMITED 


1957 





3,300 


3,900 


46,265 44,763 


e 
Income tax due on Ist January, 1960 
Amount set aside for the equalisation of taxation 
being relief in respect of capital expenditure 


FUTURE TAXATION 


Hi 


EMPLOYMENT OF CAPITAL 


IV CURRENT ASSETS 








Details of Fixed Assets 


Debtors and prepayments, less provisions 


Deposits with local authority 


Stocks as valued by the Directors 
Cash and bank balances 


180,350 139,615 


20,514 


Per Schedule C 
Goodwill at cost 








200,864 139,615 





ADDITIONAL NOTES 


a The assets and liabilities of the Canadian Subsidiary have been con- 
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Taxation including income tax due on 
Proposed final dividend less income tax 


Creditors and accrued charges 
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5,000 
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capital expenditure not provided for in the 


b Capital commitments in respect of contracts for 
7 accounts are estimated to amount to 
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jere is at présent a considerable measure of under- 
foduction. In some quarters it is put at 20 per cent 
capacity, ° BANS 
| Because this capacity gap can be made good and 
roduction increased without new capital investment 
|e inflationary’ aspect, of re-expansion can be kept 
| bay to a reasonable degree. » 
Stock-market optimism often medns the turning 
‘blind eyts on ‘bear’ points among which the most 
ficult to discount is the political factor. A general 
ec¥on is distinctly probable in 1959 and must bring 
ith it a degree Of political uncertainty and an invest- 
ent tendency towards a greateg degree of liquidity. 
Wall Street’s feverish rise against the background 
Washington’s concern at a heavy Budgét deficit. 
id a severe gold outflowds also a point of potential : 
zakness. If the United States Treasury takes strong 
ti-inflationary action in the New Year, Wail 
reet’s consequent set-back could have repercussions 
Pë London market even though the speculative 
sition here is within reasonable bounds. 
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acquired during the year are as re-valued 


VALUE CIATION VALUE 
6 
82 
7 
14, 
by professional valuers in the sum of £23,804. 








202,751 
24, 
23 





gs 40,059 


BASES OF VALUATION 
ted, 


gs 


ry and furnaces 
fittings and office machinery 


Motor vehicles 


As at 3fst August, 1957 231,804 
{Engineers) Lim 


As at 3ist August, 1957 
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plant and tools are as valued by the Directors, 


3 Otherwise all fixed assets are at cost less depreciation. 


' RATES AND PRICES 
Closing prices, Mongay, December 22nd, 1958 


Bank Rate 


. 16, 1956 sii, May 22, 1958 54% 
, 7, 1957 5% June 19, 1958 5% 
t, 19, 1957 7% Aug. 14, 1958 44% 
. 20, 1958 6% Nov. 20, 1958 4% 


Patent rights at cost, fess amount written off 
Freehold and Leasehold land and buildin, 
Patent rights at cost, less amount written off 


Plant, machinery and furnaces 
Fixtures, fittings and offica machinery 


Freehold land and buildin 
Plant, machine 
Motor vehicles 


Fixtures, 
Loose plant and tools 


Loose plant and tools 
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THE CONSOLIDATED BALANCE SHEET 


I Fixed assets of T.A.LP. 


FIXED ASSETS 


2 Loose 
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Treasury Bills 


t 17 £3 12s 3:08d% Nov. 21 £3 
t.24 £3 135 794d% Nov. 28 £3 
t. 31 £3 11s 8-23d% Dec. 5 £3 Ar 575d% 
v7 £3 11s 704d% Dec, 12 £3 
w. 14 £3 118 og7d% Dec. 19 £3 


Issued 
£ 
179,651 


157,500 


TOLEDO WOODHEAD SPRINGS LIMITED 
£ 
.145,000 


SCHEDULES TO THE BALANCE SHEETS AS AT 3lst AUGUST 1958 


£ 


200,000 
200,000 
3ist August 1957 


Authorised 
£ 
145,000 


Money Rates 


today ` 24-33% Bank Bills 

ys 3-34% 2 months 343%% 
e Trade Bills 3 months 3-3 % 
: months 44-5% 4 months 33-34% 
. months ` ` 445% 6 months 32-38% 
‘ months 43-54% 


£ 
170,000 


Bist August 1958 


COMPANY GROUP COMPANY GROUP 


for the acquisition 
£ 
170,000 


As at 3lst August, 1957 


Foreign Exchanges 
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Profit and loss account of Parent Company %5 1203 


Undistributed profits of subsidiary com- 
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with the shares issued to the nominal 
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1,000,000 shares of 4s. each, 898,255 issued 
Issued in October, 1957 as consideration 
Share premium account—which together 
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- Current Law 


Windingtup Petition: Name of Company 
Misspelt 

FTER an order had been made for the compul- 

sory winding-up of a company the name of which 
was J. & P. Sussmann Ltd, it was discovered tha: the 
name of the company had been misspelt in the 
petition, the company being there referred to as 
J. & P. Sussman Ltd. In Re J. & P. Sussman Lid 
([t958] 1 All E.R. 857) the petitioner applied for 
leave for the name of the company as given in the 
petition to be amended and for such other amend- 
ments as might be necessary for confirmation cf the 
order for winding-up. 

Vaisey, J., held that, as the mistake was only a 
trifling error in spelling, by which, in the circum- 
stances of the case, no one could possibly be misled, 
he had jurisdiction to make the order sought and 
it was not necessary for the petition to be re- 
advertised. 


Closing of Suez Canal: 
Contract Frustrated 


DY a written contract dated September 6th, 1956, 
Carapanayoti and Co Ltd, agreed to sell to E. T. 
Green Ltd, cotton seed cake for shipment from Port 
Sudan during October/November 1956 at seller’s 
option c.i.f. Belfast. At that date the usual and custom- 
ary route for the shipment of goods from Port 
Sudan to Belfast was via the Suez Canal. On Novem- 
ber 2nd, 1956, the canal was closed to navigation and 
it was not reopened until April 9th, 1957: while it 
was closed the only route from Port Sudan to Belfast 
was via the Cape. The sellers did not ship the con- 
tract goods and the buyers sued them for breach of 
contract. — e , 
© The dispute was referred to arbitration and the 
umpire decided in favour of the buyers. The sellers 
appealed to the Board of Appeal of the London Cattle 
Food Trade Association and appealed from the 
Board’s award in the form of a special case. McNair, 
J., in Carapanayoti & Co Lid v. E. T. Green Ltd 
([1958] 3 All E.R. 115), allowed the appeal. His lord- 
ship said that it seemed to him in principle that where 
a contract expressly or by necessary implication pro- 


“vided that performance was to be carried out in a 


customary manner the performance must be carried 
out in a manner which was customary at the time 
when the performance was called for. Hence the 
Sellers’ obligation under a contract of the kind in 
question was not confined to shipping be a route 
which was usual and customary at the date of the 
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e 
contract, but was to ship by a route usual and'ousto- 
mary at the time of performance. The continued 
availability of the Suez ‘route was a fundamental ` 
assumption at the time when the contract was made; 
consequently, to impose on the sellers the obligation 
to ship by an emergency route via the, Cape would be 
to impose upon them a fundamentally different obliga- 
tion which neither party could, at the time when the 
contract was made, have dreamed that the sellers 
would be required to perform and, if the parties had 
thought of the matter at the time, both,’ as reason- 
able persons, would have accepted at once that, if-ehe 
canal was closed for an inglefinite period .at a time 
when the sellers were not in breach for failure to ship 
earlier, the contract would be off. Justice and reason 
required that, in those circumstances, both parties 
should be relieved from their’ obligations on the 
happening of the closing of the canal without the 
default of either. 


Voting on Poll 


d Bee question at issue in Holmes and Another o, | 
Lord Keyes and Others ([1958] 2 All E.R. 129) 
was whether the first and second defendants had ` 
vacated their offices as directors of the defendant 
company on failure to acquire their qualification 
shares within the requisite time, viz. within the two 
months allowed by Section 182 of the Companies 
Act, 1948, and Article go (c) of the articles of associa- 
tion of the company. The election of the first and 
second defendants was in each case by a poll on 
December 23rd, 1957, but the counting of the votes 


_did not take place until the 24th. The defendants 


purchased their qualification shares but their names 
were not entered in the register of shareholders in 
respect thereof until February 24th, 1958. 

The Court of Appeal, reversing the decision of 
Danckwerts, J. ([1958] 1 All E.R. 721), held that the 
period of two months was to be calculated from the 
date on which the result of the poll was announced 
and not the date on which it took place. Accordingly, 
the defendants’ offices as directors were not vacated, 
Jenkins, L.J., expressed the view that the articles of 
a company should be regarded as a business document 
and should be so construed as to give them reason- 
able business efficacy where a construction tending 
to that result was admissible on the language of them 
in preference to a result which would or might prove ° 
unworkable. Unless the appointment began when the 
result of the poll was ascertained, and no earlier, it 
would be impossible for the company to know who 
its directors were, and it seemed contrary to principle 
to require a man to obtain qualification shares, on 
the footing that he had been elected as a director, 
at a time when it was not known whether or not the 
resolution appointing him had been carried. Con- 
struing an article which so far as material corres- 
ponded with Article 58 of Table ‘A’, their lordships 
held that a poll could validly be demanded before a 
show of hands was taken. 
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Correspondence 

Letters mušt be authenticated by the name and address of 
the writer, not necessarily for publication. The Editor does 
not necessarily agree: with, dr hold himself responsible for, 
f the opinions expressed. 


P.A.Y.E. and National Insurance 


SIR, — I dm grateful to you for publishing my letter 
in your November 15theissue and it is pleasing to 
note that subsequent letters have indicated no 
oppoerion to the suggestion, even if the support is 
not overwhelming on the evidence of letters in your 
columns. g 

The matter is, I admit, not a major issue of finance, 
taxation or law and may not therefore be an obvious 
subject for the attention of the professional account- 
ing bodies. However, apart from the Chambers of 
Commerce there are few grganizations who are able 
to’ Support a suggestion of this nature which would, 
in my opinion, be of great assistance to employers, 
and the support of the accountancy profession would 
be valuable. Ag the scheme for graded pensions is 
unlikely to commence for four to five years, there 
would appear to be plenty of time, but if a scheme to 
combine the deductions for P.A.Y.E. and National 
Insurance were to be introduced, there would be 
obvious advantages in introducing it in advance of 
the proposed changes in the National Insurance 
scheme so that the procedure can be established and 
perfected. Yours faithfully, 

Shirley, Croydon. B. M. GOSDEN. 


B.U.P.A. Accountants’ Groups ` 


S, — As this Association has several groups for 
accountants, I think your readers would be interested 
to learn that, at the eleventh annual general meeting 
held recently in London, the chairman was able to 
report an increase of £500,000 in the subscription 
income for the year ended June 30th, making a total 
subscription income for that year of £2,616,000. 

The experience of the Association continues to be 
remarkably good. Owing to the unusually low cost 
of administration, a satisfactory surplus has been 
achieved each year, although claims have absorbed, 
on an average, 85 per cent of subscription income. 
Last year, for the first time, the amount of benefits 
paid out in claims in a single year exceeded £2 
million. 

We are now extending our service in two new 
ways. First of all, the benefits are being widened so 
as to include, for a small additional subscription, 
grants towards the cost of private general practitioner 
treatment. This scheme had long been asked for by 
people who prefer to make their own arrangements 
and avoid the regimentation unavoidable in a State 
scheme. S 

Secondly, The British United Provident Associa- 
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tion has sponsored the formation of the Nursing 
Homes Charitable Trust Ltd, with the object of 
promoting and preserving accommodation for private 


patients in nursing homes, to supplement the private ` 


beds available in hospitals. Interest-free loans have 
been made to certain nursing homes to enable them 
to improve and extend their buildings, and the trust 
has also purchased a nursing home in Bournemouth. 
This may prove to be the forerunner of a chain of 
trust nursing homes. s 

I shall be very glad to put any of your readers who 
would like to make provision against the cost of 
private hospital, nursing home, and surgical and 
medical treatment, in touch with the secretary of 
the appropriate accountants’ group scheme. Members 
of a group scheme enjoy thé Association’s full 
benefits for a reduced rate of subscription. 

Yours sincerely, 
E. F. WEBB, General Manager, 
Tue BRITISH UNITED PROVIDENT 
London, WC2. ASSOCIATION. 
Simpler Multiplication 
Sir, -I have read with interest Mr Hadrill’s letter 
in your issue of November 2gth. 

His example is merely a ‘dressing up’ of the long 
and old-fashioned way of multiplying two numbers 
together, with all the possibility of error in carrying 
forward -a bugbear that we as accountants have 
been trained to guard against as much as possible. 

I give credit to your correspondent for his speed in 
obtaining the multiple of his two numbers but I 
would like to know how long it would take him to 
multiply 1234 by 600 and by 33 and deduct the lesser 
from the greater, or to multiply 567 by 1,000, 200, 30 
and 4. 

I am afraid his teacher was somewhat lacking in 


mathematical genius, whereas more than sixty years ` 


ago my old schoolmaster taught or endeavoured to 
teach us head prefects and scholarship boys to 
develop and use our brains and to turn and twist 
numbers all ways in order to get the quickest result, 
always bearing in mind that they were merely made 
up of units, tens, hundreds, etc. 

My old pedagogue and lifelong fæend -an M.A. 
and M.Sc. and a brilliant footballer at that, who also 
taught us how to add up three columns of figures at 
the same time, had the quickest mathematical brain 
of any man I have ever met. 

Yours faithfully, 
RETIRED (1943) Á 
BOROUGH TREASURER. 


Fixed Assets: 
Treatment of Advance Payments 
Sir, — I should appreciate your readers’ views on the 


treatment in a company’s balance sheet of advance ~ 


and progress payments prior to delivery of plamt- 
which, on erection, will become fixed assets. . S 
Yours faithfully, 
e SYGN. 
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Luncheon to Mark One-hundredth Meeting . 


To mark the occasion of the one-hundredth meeting of 
the Taxation and Research Committee of The Institute 
of Chartered Accountants in England and Wales, a 
luncheon was held in the Oak Hall at Moorgate Place, 
London, EC, on December 18th, immediately preced- 
ing the meeting. Mr E. N. Macdonald, pD.F.c., F.C.A., 
chairman of the Committee, presided, and those present 
included, in addition to the members of the Committee, 
Mr W. L. Barrows, LL.D., J.P., F.C.A., President of the 

“Institute; Mr C. U. Peat, M.C., F.c.A., Vice-President 
of the Institute; and Sir Harold Barton, F.c.a., Mr T. 
Fleming Birch, Sea, Mr W. G. Campbell, B.A., 
F.c.a., Mr J. Clayton, A.C.A.. Mr S. Dixon, M.A., 
A.C.A. Mr G. G. G. Goult, F.c.A., Mr G. S. Hamilton, 
A.C.A., and Mr G. F. Saunders, F.C.A., all past-chairmen 
of the Committee. 

After the loyal toast the Chairman welcomed the 
President and the Vice-President of the Institute 
and past-chairmen of the Committee and said how 
much, he regretted that Mr A. S. MacIver, the Secre- 
tary of the Institute, and Mr L. J. H. Noyes, the 
Secretary to the Taxation and Research Committee, 
could not be present on this occasion, for the worst 
of reasons, that of ill health. He called upon the 
President to propose the toast of ‘The Taxation and 
Research Committee, past, present and future’. 


Committee’s Achievements 


The President said that he had seen Mr MacIver that 
morning and could report that he was well and had 
heard that Mr Noyes had undergone an operation 
which was successful. He continued: 

“This afternoon the Taxation and. Research Com- 
mittee is due to meet in the usual way in the Council 
Chamber, Whem it does so it will have achieved its 
one-hundgedth meeting. It is, of course, by no means 
unknown for a batsman to be out at 99 and some of 
you may wonder whether this has anything to do 
with the presence of myself and some other strangers 
at this luncheon. Well, let me say at once that, unlike 
Mark Antony, I come to praise the Committee not 
to bury it. 

‘For me personally it is a most happy coincidence 
that the Committee’s one-hundredth meeting should 
take place in my year of office as President of the 

Institute. I was not unconnected with the origins of 

. the Committee and I had the honour to be one of its 

. first members. It has achieved far more than any of us 
dared hope in those days, so that what I have to say 
today is a very real pleasure. . 

‘Perhaps the most remarkable feature of the Com- 
mittee is that it was born in 1942, which by no stand- 
ards can be regarded as a year of optimism. Most of 
our thoughts were then concentrated on mere survival 
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and there was little time or encouragement to plan 
for the future. Mforeover, a good many wartime babies 
proved to be little horrors; consider for example the 
Finance Act, 1940. Historians may rightly wonder how 
in that dark period the Institute managed not merely 
to build for the future but to build so well. The 
establishment of the Taxation and Research Com- 
mittee has enabled the Council to extend enormously 
the scope of its activities for the good of our profession 
and those who need the gervices we provide. It has 
also brought about a great welding af the two ntåin 
branches of our membership — those in industry and ` 
those in public accountaficy. A judicious mingling 
of the thoughts and experiences of members in both 
branches is vital to the work of the*Committee and 
the future of the Institute. Some teñ years ago the 
late Gilbert Shepherd told the Committee that he 
thought its membership should as far as possible be 
on a “fifty-fifty” basis. That is a goal which has proved 
elusive but the effort should be maintained. We all 
know that for various reasons it is often difficult or 
impossible for a member in industry and commerce 
to give the time he would wish to the work of the 
Committee and we must therefore be all the more 
appreciative of the efforts of those who do make a 
major contribution. 


Over 1,000 Subcommittee Meetings 


‘Membership of the Committee is by no means 
an occasional hobby. It demands great sacrifice of 
time in attending meetings, studying the papers issued 
for them and not infrequently preparing written con- 
tributions. Meetings of the full committee provide an 
opportunity for all its members to express their views 
on the documents brought forward by subcommittees. 
The detail work, often extensive and difficult, is done 
by the subcommittees and perhaps some slight 
indication of the burden they carry is reflected in the 
number of meetings. Whereas the full committee today , 
reaches its one-hundredth meeting in sixteen years, 
the number of subcommittee meetings now exceeds 
one thousand. The subcommittees make the runs and 
the full Committee takes the wickets. 

‘I suppose one can fairly say that the qualities 
required for membership of the Committee are the 
readiness and ability to give the time required, the 
possession of wide experience or special experience in 
a particular field, the readiness to recognize that 
others may hold different views from one’s own and 
above all a practical approach without which it is 
useless to try to compile practical guidance. 

‘Broadly, the work of the Committee is of two kinds, 
one leading to the submission of documents by. the 
Council to some other body and the other leading to , 
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the issue of documents by the Council for the guidance 
of members. The latter are familiar enough. They 
include fhe Recommendations on Accounting Principles 
and the considerable number of other technical docu- 
ments, of which the latest, on “Business Efficiency”, 
has this week been distributed to members. 

‘On the other hand, the. volume of documents sub- 
mitted to other bodies tends to be less evident because 
their effective life is limited. Nevertheless the need for 
such documents provides a continuous demand on the 
resources of the Committ&e. None of those who took 
part in their preparation is likely to forget the time 
anf effort devoted to the. memoranda for the two 
Tucker Committees andethe Royal Commission on 
the Taxation of Profits and Income. Then there is the 
yearly — sometimes twice yearly — task of examining 
th® Finance Bill ag short notice in the hope of per- 
suading the Chancelfor to make appropriate changes. 

‘I believe that, in all, the number of major Council 
documents which have resulted from the work of the 
Committee is in the region of forty on taxation alone. 
When we add other subjects such as company law and 
bankruptcy law the true measure of the Committee’s 
work begins to become apparent. 

kW D 


Regional Committees’ Views 


‘In its work the Committee has, throughout its 
existence, had fhe advantage of being able to obtain 
the views of thé regional committees thereby broaden- 
ing greatly the area of experience on which the final 
document can be based. It would be remarkable if on 
any particular document the Committee were able to 
accept all the suggestions submitted by the regions 
and likewise it would be remarkable if the Parliament- 
ary and Law Committee, in its turn, were able to 
recommend to the Council, without alteration — 
sometimes major alteration — a document prepared by 
the Taxation and Research Committee. 

‘Such differences are inevitable and they must not 
be exaggerated. The really important point is that 
without the continuous assistance of the Committee 
it would have been impossible for the Council to 
have issued during the past sixteen years the truly 
large volume of advice to members and others. 

“The new Members’ Handbook has now been launched 
and its contents will be completed as soon as possible. 
When this has been done the handbook will provide 
impressive evidence of what has been achieved. I 
remember the late Sir Charles Palmour, at the Com- 
mittee’s first meeting in July 1942, which he attended 
as President of the Institute, expressing the hope that 
the deliberations of the Committee would prove bene- 
fitial to the Institute and to the profession. If the 
next sixteen years prove as fruitful as the last (and I 
am sure they will) we need have none of the appre- 
hension which Palmour must have felt as he launched 
so revolutionary a change in the Institute’s affairs. 

‘I give you the toast of the Taxation and Research 
Committeee coupled with the names of its present 
chairman, Mr Macdonald, its first chairman, Sir 
Harold Barton, and another of its past chairmen, 
Mr Clayton.’ 


Response by the Chairman 


In response, the Chairman of the Cofnmittee said: 
‘It is always pleasant to take part in a celebration, 
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particularly a celebration which has no exact precedent. 
Not only are we marking the occasion of the Com- 
mittee’s one-hundredth meeting, but I believe it is 
the first time the Committee has taken any sort of 
social notice of itself, and certainly as far as my experi- 
ence goes it is the first time anyone has proposed a 
toast in honour of the Committee. 

‘Some of you may have noticed a slightly odd thing 
about this luncheon; there is the loyal toast and the 
toast to the Committee but no toast labelled “Our 
Guests”, This is a matter of great delicacy, but there 
is no harm in having a bit of fun with the delicacies 
of life so long as nobody’s feelings are going to be 
hurt. It is rather like the end of the caucus race in 
Alice, when the dodo announced, after deep thought, 
“Everybody has won and all must have prizes”. Here 
we can say ‘Everybody is a guest and all must have 
lunch”. So that is why there is no toast to our guests 
and why, instead, I said a word of welcome at the 
outset. I shall be grateful, however, Mr President, if 
you will accept on behalf of the Council, the very 
sincere appreciation of the Taxation and Research 
Committee for the honour which the Council has done 
us in making this an Institute function and in the 
presence here of yourself and the Vice-President. 
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‘I must confess to a moment of uneasiness when the ` 


President opened his speech with a reference to Mark- 
Antony. It is true he said he had come to praise us, 
not to bury us, but Mark Antony was a first-class 


-dissembler and proceeded in his speech to do the very 


opposite of his expressed intention. However, the 
President has preserved the double dissimilarity and 
‘thas done what he said he would do- he has indeed 
praised the Committee and in so doing he has given a 
wonderfully concise review of the scope of the Com- 
mittee’s work over the past sixteen years. 


Insufficient Industrial Members 


‘In the course of his speech he touched on a matter 
which is very much in the minds of the Committee 
at the present time, namely, the shortage of members 
from industry and commerce. It is not merely a 
question of paying homage to the ideal of a “‘fifty- 
fifty” basis. It is a question of practical necessity if 
the Committee is not to be hampered in those aspects 
of its work where the advice and experience of mem- 
bers in industry and commerce are so desirable. ` 
‘You have rightly stressed, Mr President, that the 
time devoted to work on this Commit&%e, if a member 
is to pull his weight, is by no means incotsiderable 
and what we have to do is to persuade our friends in 
industry and commerce that time can and should be 
made available. Somehow we must get the ear, not 
only of members of the Institute, but of chairmen 
and boards of directors generally, because it is evident 
that many of our members in industry and commerce 
cannot find time to serve on the Committee without 
the support and encouragement of the chairman and 
directors of the organizations which they serve. . 
‘It could be truthfully said that the Institute plays 
a considerable part in the training of accountants for 
industry and that it is not unreasonable that industry 
in return should allow its professional members tò- 
play their part in their professional Institute’s activities? 
‘In addition, it is fair to say that a good proportion 
of the output of this Committee is of considerable 
interest to industry and commerce. - 
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_ _ ‘My immediate predecessor, Mr Dixon, speaking at 
the inaugural meeting at Tring of a new London 


i: Group a few months ago, was generous enough to say 


r 


` that the benefit was not wholly one-sided — that the 
contacts and discussions involved in the work of the 
. Taxation and Research Committee had done some- 
thing for him and that his company recognized this 
factor themselves. s 
‘How this message is to be put across is not for 
_ pondering Here, but I think it is a matter which ought 
to be tackled.’ 


Solid Foundations 


After some recollections of past events 
- Committee, the Chairman continued: 
‘ ‘It was at the eighth meeting of the Committee that 

Mr Barton, as he then was, indicated his desire to 
- resign his office, owing to his double duty as Vice- 
, President of the Institute and Chairman of the Com- 
mittee. That must have been a sad but inevitable 
moment for the Committee and Sir Harold must have 
been shouldering a very heavy burden. All of us, I am 
‘sure, would wish to pay tribute to the solid foundations 
that were laid in those early years of the Committee’s 
existence and to the building up of standards and 
traditions achieved by all our predecessors. 

“There are two people without whose service to the 
Committee its reputation would not be what I hope 
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and believe it is today — Mr Wilkinson and Mr Noyes. 
Mr Wilkinson acted as Secretary to the Corgmittee, 
in addition to his other duties, from 1946 to 1954, 
with the assistance during his lagt three-years of 
Mr Saunderson. Mr Noyes was appointed full-time 
Secretary in 1954, and except for occasional poaching 
by the Parliamentary and: Law Committee, be so 
continues. The work of both of them has been beyond 
praise and their unfailing willingness and cheerfulrtess 
have been remarkable. I haye never ceased to marvel 
at the skill with which, out of possibly half-an-hour’s 
discussion — fragmentary, discursive and oceasionally 
downright irrelevant — they can produce a series of 
paragraphs of orderly thof@ght, which eath of us 
recognizes as what he had been trying to say if only 
the other fellows had given him a chance. We gre 
very grateful to them indeed. 

Mr President, it must have seemed a venturesome 
step indeed that the Council took in 1942 in setting up 
this Committee and nobody is better fitted than you, 
as one of its founder-members, to express approbation 
or disappointment sixteen years later. You have 
spoken very warmly of the Committee’s work, and to a 
larger audience than this, and you have expressed 
confidence in the Committee’s future. We will do our 
best, I assure you, to justify, it.’ 

In addition there were responses by Sir Harold 
Barton and Mr J. Clayton. P 


THE COMMITTEE’S ONE-HUNDREDTH MEETING 


The one-hundredth meeting of the Taxation and 
. Research Committee was held at the Institute on 
Thursday, December 18th, 1958, at 2.45 p.m. 
Present: Mr E. N. Macdonald, p.F.c. (in the chair); 
Messrs R. D. R. Bateman, ang, C. V. Best, A. 
Blackburn, K. A. Buxton, W. R. Carter, J. Cartner, 
R. A. Chermside, J. B. L. Clark, eng, L. H. Clark, 
H. O. H. Coulson, S. M. Duncan, W. F. Edwards, 
A. R. English, F. J. Eves, E. S. Foden, C. R. P. 
Goodwin, N. B. Hart, ops, T.D., W. S. Hayes, 
J. S. F. Hill, G. N. Hunter, J. A. Jackson, R. O. A. 
Keel, J. A. B. Keeling, p.F.c., S. Kitchen, R. P. 
Matthews, C. F. Millard, G. P. Morgan-Jones, F. S. 
Mowforth, L. Pells, C. J. Peyton, A. H. Proud, 
J. D. Reekie, D. W. Robertson, B. D. Shaw, H. C. 
Shaw, H. Ed Smith, A. E. Spicer, D. Steele, 
D. E. T. ëanpeld, A. G. Thomas, D. T. Veale, J. W. 
Walkden, F. J. Weeks, T. S. Welch, A. Whittaker, 
E. K. Wright, and G. H. Yarnell, with Mr T. W. 
South, Secretarial Assistant. 


-° Secretary to the Taxation and Research 


Committee 


The Committee unanimously agreed to convey a 
message to the Secretary, Mr Noyes, expressing the 
` ragret of the members of the Committee at his inability 


«, to attend the meeting and their best wishes for his 


speedy recovery. 


. Arrangements for the Luncheon preceding 
the Meeting 


D D e. e 
The Committee unanimously agreed to convey its 


thanks to the Secretary of the Institute for the excellent 
arrangements for the luncheon preceding the meeting. 


Standing Sub-Committees 


Reports were received from the following Standing 
Sub-Committees: 
General Advisory Sub-Committee. 
Management Accounting Sub-Committee. 
Taxation Sub-Committee. 
Planning Sub-Committee. 


Business Efficiency 


The Committee was informed that the statement 
‘Business Efficiency — the Contribution which the 
Accountant can make’, had been approved by the 
Council, dispatched to members for insertion in the 
Members’ Handbook and also made available for pur- 
chase in booklet form. e 


Ad hoc Sub-Committees 


Progress reports were received from four special sub- 
committees. 


Future Meetings 


The next meeting of the Committee was arranged for 
Thursday, February 19th, 1959, and the following are 
the normal dates for other meetings in 1959: 

Thursday, April 16th, 1959. 

be June 18th, 1959. 

September 17th, 1959. 
SN October 15th, 1959.. 
op December roth, 1959. 
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. All Rew Acts are noted in this column, together with those Statutory Instruments which are 
of interest to the profession. The date given indicates when an Act received the Royal Assent 
or “when a Stgtutory Instrument becomes effective. Copies of either may be obtained through 


STATUTES 

(6 & 7 Eliz. 2) 
.Ghapter 58: Medical Act, 1956 (Amendment) 

Act, 1958 

An Act to amend the provisions of the Medical Act, 
1956, relating to the experience required for full 
registration and to applications for provisional regis- 
tration, and of theWirst Schedule to that Act relating 


to fees, expenses and allowances. 
Price 6d net. 


Chapter 59: State of Singapore Act, 1958 


An Act to provide for the establishment of the State 
of Singapore and for the peace, order and good 
government thereof; and for purposes connected with 
the matters aforesaid. S 

Price 3d net. * August Ist, 1958. 


Chapter 60: Chequers Estate Act, 1958 


An Act to aménd the deed of settlement set out in 
the Schedule to the Chequers Estate Act, 1917; to 
authorize the payment of Exchequer grants in aid of 
the expenses of the administrative trustees under that 
deed, as amended; and for purposes connected with 
the matters aforesaid. 
Price 6d net. 


August Ist, 1958. 


August Ist, 1958. 
Chapter 61: Interest on Damages (Scotland) Act, 
1958 


An Act to’amend the law of Scotland relating to the 
power of the Courts to order payment of interest on 
- damages. 
Price 3d net. August Ist, 1958. 
Chapter 62: Merchant Shipping (Liability of 
Shipowners and Others) Act, 1958 


An Act to amend Part VIII of the Merchant Shipping 
Act, 1894, and Section 2 of the Merchant Shipping 
(Liability of Shipowners and others) Act, 1900; and 
for purposes connected therewith. 
Price gd net. August Ist, 1958. 


Chapter 63: Park Lane Improvement Act, 1958 


An Act to authorize the London County Council to 
carry out certain street improvements in the vicinity 
of Park Lane partly on lands comprised in Hyde Park 
and the Green Park and partly on other lands; and for 
purposes connected therewith. 


Price Ze 3d net. August Ist, 1958. 


‘Chapter 64: Local Government and i 
Miscellaneous Financial Provisions (Scotland) 
-Act, 1958 


An Act to make new provision for grants out of the 
Exchequer to local authorities in Scotland and other- 
wise to amend the law of Scotland relating to local 
government finance and administration; to abolish 
the Education (Scotland) Fund; to amend the law of 


Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. 


a New Legislation `" 


Scotland relating to the valuation fo? tating “of 
industrial and freight transport lands and heritages r 


and premises of Gas Boards, and to the sittings of 


valuation appeal committees; to extend the power of - 


trustees under the Trusts (Scotland) Act, , 1921, to 
lend money to local authorities; to provide for i increase 
of the fees payable in Scotland under certain enact- 


ments relating to marriage and to registration of ` 


births, deaths and marriages; and for purposes con~ 


_ nected with the matters aforesaid. 


Price 2s net. August Ist, ro58. 


Ps 
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The Census of Production (1959) (Returns an alt 
Exempted Persons) Order, 1958 


(S.I. 1958 No. 1731) ee 


This Order prescribes the matters about which 
persons may be required to furnish returns for the ` 
purposes of the Census of Production being taken in 
1959, and exempts from the obligation to furnish such 
returns any person carrying on an undertaking in the ` 
field of production of coal, gas, electricity, oil-shale, 


se o» 


at 


crude or refined petroleum or shale oil products to _: 


the extent to which, with certain qualifications, the 
information which would be required bi those returns 


is furnished to the Minister of Power or to the Senay S 


of State for Scotland. 


Price 3d net. December 3Ist, I 958. 


The Double Taxation Relief (Taxes on 
Income) (U.S.A.) Order, 1958 > 
(S.I. 1958 No. 1751) 


Article VIII of the Convention between the United 
Kingdom and the United States of America which is 


scheduled to the Double Taxation Relief (Taxes on ` 
Income) (U.S.A.) Order, 1946, provides that a person . 


resident in one of the countries and subject to tax there 
on copyright and patent royalties and ilar payments 


derived from sources in the other country shall not be ` 


taxed on those payments in that other couiftry unless ` 
he is engaged in trade or business through a ‘perifanent ` 


establishment’ there. Thus patent royalties paid by a ` 


United Kingdom licensee to a United States licensor. « 
are liable to tax in the United Kingdom only if the 
licensor has a permanent establishment here. The effect ` 
of the amendment made by the supplementary Protocol 
contained in the Schedule to this Order is to limit, the 
charge to tax in each country to royalties which are 
directly associated with the business of the permanent»: ` 
establishment. The supplementary Protocol also prs-" 
‘vides for the giving of credit in the United, States for - 


United Kingdom tax deducted from royalties arising “ 


in this country which fall outside the scope of the new 
exemption. 


The change is to take effect in the United Kingdom — 


Rn 


as from the fisgal year Se 
October 22nd, 1958, 


Price 3d net. 
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Students’ Concessional Subscription 
Commencing with the issue of January 3rd, 1959, 
the reduced rate of subscription to The Accountant 
‘for students°will be £3 per annum. This compares 
i with the full rate of £4 18s. The concessional rate 
is granted, during the period of articles (or indentures) 
or for the first five years of registered studentship of 
a recognized professional body, on a yearly subscrip- 
tion basis with the publishers, Gee & Co (Publishers) 
, Ltd, only. Application, forms are obtainable from the 
i professional body concerned or direct from the offices 
` of the publishers, 27-28 Basinghall Street, London, 
, ECa. 


Index to Vol. CXXXIX: July-December 1958 .. 
ìe general index to this volume — July to December 


e 38, Vol. CXXXIX -will be published with "he 


E part of the next volume, dated January 3rd, 1959. 
„The parts of this volume should therefore not be 
` ucat for binding until the index has been added. 


PERSONAL 


Messrs Gerorck A. "Touche & Co, Chartered 
; Accountants, announce that they have moved their 
offices from Suffolk House, Laurence Pountney Hill, 
London, EC4 to 3 London Wall Buildings, London, 
FC Telephone: London Wall 3678. 
Messrs McGiiirvray, Lowe & Co, Chartered 
Accountants, «f 130 Mount Street, London, Wr, 
announce that as from January 1st, 1959, they are 
taking into partnership Mr R. W. BARTLETT, A.C.A. 
` The style of the firm will remain unchanged. 
. Messrs Peat, Marwick, MITCHELL & Co announce 
with great regret the death of Mr D. E. BATCHELOR, 


, Ge the senior partner in the firm’s West Riding: 


` partnership. The practice is being continued by the 
- remaining partners. (An obituary notice. appears 
below.) ` 


OBITUARY 
Mr David Elder Batchelor, C.A. 


» Mr David Elder. Batchelor, c.a., of Leeds, who died 
‘on December 12th, was the senior partner in the West 
Riding praéfice of Messrs Peat, Marwick, Mitchell & 
Co, Chartered Accountants. Mr Batchelor, who was 
67 years of age, had not been in good health for some 
time. He was born at Cupar, Fifeshire, and served ‘his 
apprenticeship with Messrs Mackay, Irons & Co, of 

. Dundee. He qualified as a chartered accountant and 

- was admitted a member of the former Institute of 
Accountants and Actuaries in Glasgow in 1914, prior 

, to joining the Army on the- outbreak of the First 
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" World War. On demobilization he joined the ‘staff of 


Peat, Marwick, Mitchell & Co in London and became 
one of its senior members. He went to Leeds in 
March 1944. : 

Mr Batchelor did not court publicity, but he 
endeared himself¥o all who knew him by his unassum- 
ing nature and by his kindly personality. Nothing was 
too much trouble for him to undertake för those wko’ 
asked for his help and advice) in business or -personal 
matters; and by his clients, his partners and his staff he 
was regarded not‘only as a sound adviser in matters of 
accountancy, but as a friend on whom to rely. 2 

Mr Batchelor leaves a son and edughter-in-law and 
two grandchildren. Mrs Batchelor died in December 
1956. 

si PROFESSIONAL NOTES 


Mr Walter W. Fereday, F.c.a., has been appointed 


chairman of W. Lusty & Sons Ltd. 


Mr Stephen R. Aldrich, F.c.a., has keen appointed 


a director of Gratrix (Holdings) Ltd. 


Mr Alan Morris, A.C.A., has been appointed assistant - 


chief accountant of Derman, Long & Co Ltd. 

Mr A. F. F. Young, 0.B.E., T.D., Aën has been 
appointed chairman of the Sussex Bricz Co Ltd. 
. Mr J. D. Nuttall, A.C.A., has joined’the board of 
Isetta of Great Britain Ltd. , 

Mr C. Desmond Macquaide, J.P., A.C.A., financial 
controller of the Forestal Land, Timber and Railways 
Co Ltd, has been appointed a director. 

Mr Thomas G. Harrison, M,B.E., A.C.A., has joined 
the board of Bieckert Investment Trust Ltd. 


COUNCIL ON PRICES, PRODUCTIVITY 
AND INCOMES 


Resignation of Sir Dennis Robertson 


Sir Dennis Robertson, one of the three members of - 
-the Council on Prices, Productivity and Incomes, has 


resigned from the Council in order to have greater 
freedom to pursue his academic studies. Together with 
Lord Cohen (chairman) and Sir Harold Howitt, Sir 
Dennis was appointed to the Council when it was first 
set up in August 1957. The name of his successor will 
be announced in due course. 


I.M.T.A. TO BE GRANTED ROYAL CHARTER. 
H.M. The Queen has approved the grant of a Royal, 


Charter to The Institute of Municipal Treasurers and 
Accountants. Members will in future be known as 
Chartered Municipal Treasurers, although they will 
continue to use the designatory letters F.J.M.T.A, or 


A.IL.M.T.A. The name of the Institute will remain . 


unchanged. 


S COMPANY 


Telephone: Victoria 2002 (3 lines) 





REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, 


Etc. 
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.DEFENCE BONDS: CONVERSION OFFER 


The Treasury has announced that a conversion offer 
will ke made to holders of 24 per cent Defence Bonds 
purchased. between April ist, 1949, and September 
30th, 1949, and maturing between April 1st, 1959, and 
September 30th, 1959,.0f which £33 million are 
. outstanding. 

These holders will be invited to exchange their 
holdings into 5 per cent Defence Bonds (Conversion 
Issue) on the tenth anniversary of the date of purchase. 
Holders. who accept the offer of conversion will be 
paid interest at 2} per cent per annum for the period 
from April rst, 1959, tothe date of exchange, and at 5 
_ per cent per annum from.-the date of exchange to 

September 30th, 1959; the maturity premium of £1 
per cent will be paid on the date of exchange together 
with the final interèst payment at 24 per cent. The first 
payment of interest at 5 per cent on those Bonds 
converted will be made on October rst, 1959. 

The terms of the new Conversion Issue Bond will 
be the same as those of the 5 per cent Defence Bonds 
currently on sale, except that interest will be payable 

‘on April rst and October 1st. The full conversion 
„terms will bë given in the prospectus and notice 
which will be issued to individual holders on December 
agth, 1958, together with forms of request for con- 
version and farms of authority for repayment for the 
use of holders, oho do not accept the conversion offer. 
The list of acceptances of the conversion offer will be 
closed on January 31st, 1959. 


SOUTH-WEST LONDON CHARTERED 
ACCOUNTANTS’ DISCUSSION GROUP 


The next meeting of the South-west London Chartered 
Accountants’ discussion group will be ‘held at The 
Kingston Hotel, Kingston upon Thames, on Monday, 
January sth, 1959, at 6.45 p.m., when Mr R. K. King 
will open a discussion on ‘A company pension scheme’, 

The secretary, Mr L. J. Ive, A.C.A., 52-53 Jermyn 
Street, London, SW1, will be pleased to deal with 
inquiries from prospective new members. 


LONDON STUDENTS’ BADMINTON CLUB 


The Badminton Club of The Chartered Accountant 
Students’ Society of London will hold their second 
trial match of the season at the Nine Elms Baths, 
Battersea (situated on bus routes 44 and 170), on 
Saturday, January roth. 

« The results of the match, which will start at 10 a.m. 
and finish not later than 12 noon, wil] form the basis 
of selection of teams to represent the Society. Members 
interested in playing are invited to contact the Hon. 
Secretary, Mr S. K. Chatterjea, 2 Highgate Avenue, 
London, N6, as soon as possible. Telephone: Palmer’s 
Green 0175; evening, Mountview 4317. 


MOTOR UNION 
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THE INSTITUTE OF ACTUARIES’ 
YEAR-BOOK 


The 1958-59 Year-book of the Institute of Actuaries, 
contains details of two important changes affecting 
the work of the Institute: the decision of the members, 
on the recommendation of the Council, to petition 
the Queen to grant a Supplemental Charter and to 
epprove amended bye-laws, and the approval by the 
Council of major alterations in the examination 
regulations and syllabus — some of these alterations 
take effect in 1959 and some in 1960. 

Membership at July 31st, 1958, totalled 2,152, an 
analysis of which shows that at July 31st there were 934 
Fellows, 332 Associates and Dor students. Of the 
Fellows, 408 were with British assurance offices, 42 in 
consulting practice, 33 in industry and commerce and 
31 in Government service; of the remaining 420, 254 
were employed overseas — the majority with Dominion 
and foreign assurance companies and in Government 
service. 


INSTITUTE OF INTERNAL AUDITORS 


At a recent meeting held in Glasgow it was decided r— 


form a Glasgow Chapter of the Institute of Interne 
Auditors. Arrangemer:ts for the formation of th 


Chapter are now being made, but in the interim ‘a’ 


meeting has been held at The Kenilworth Hotel, Queen 
Street, Glasgow. The meeting was addressed by Mr 
A. Baird, M.A., LL.B., C.A., Divisional Chief Internal 
Auditor (Scottish Division), National Coal Board, and 
there followed a discussion on a matter of interest to 
internal auditors. 


TAX RELIEF FOR PROFESSIONAL 
SUBSCRIPTIONS 


The Institute of Internal Auditors has received 
approval from the Commissioners of Inland Revenue 
for relief from Schedule E income tax in respect of 
subscriptions under Section 16 of the Finance Act, 
1958. Similar approval has also been received by 
The Institute of Book-keepers. 


CHRISTMAS CROSSWORD: SOLUTION 
The solution to the ‘Christmas Crossword’, 


yo 


A 


compiled : 


4 


by Mr Kenneth Trickett, A.C.A., which appeared in . ` 


last week’s issue, is as follows: 
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BAN: AG 
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AUCTIONEERS 


of Factories, plant and machinery. 


YORK 
Telephones: CENtral 1937-9 








EDWARD RUSHTON, 


HOUSE, 
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FIRE LOSS ASSESSORS 


Sales by Auction or Private Treaty Detailed Claims prepared and settlements 


negotiated on behalf of the insured only. 
12 YORK STREET, 








professional bodies, 











HOTELS AND RESTAURANTS 


i 

H 

i HAMMERSLEY KENNEDY & CO, 19 Hanover 
1 Square, London, WI, have since 1899 specialized in the 
} sale and valuation of hotels and catering businesses 
i to the exclusion of any other branch of estate 
| agency. The partners are members of the leading’ 
H 











MACHINERY INVENTOR 


By H. Rivincron. Complete record of cost, 
depreciation and written-down values. Up tó 280 |" 
machines in one book. 30/- net, 32/-"post iree U.K. 


GEE & CO 


| 27-28 BASINGHALL ST, LONDON, EC2 
Ee 
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SON AND KENYON `" 


VALUERS ` ` 
Valuations for Going Concern, Fire 
Insurance and Rating Purposes. 


MANCHESTER, 2 : 


Telegrams: ‘Rusronken’, Manchester 
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CLASSIFIED ADVERTISEMENTS 


Received too late for inclusion in the normal classified columas this week 





~ 

tl replies fo Box Numbers to be addressed to 

ne & Co (Publishers) Ltd, 4 Drapers’ Gardens, 

“hrogmorton Avenue, London, EC2, unless 
otherwise stated 


SITUATIONS VACANT 
Professional 





ae 








ACCOUNTANCY STAFF 


SELECTED ‘LONDON’ VACANCIES 


(1) Seniors (3) with three-four_vears’ post- 
qualification experience, £2,000 p.a. (plus), 

(2) Senlor or Semi-Senior (qual. or unqual.). 
Experience of Lioyd's underwriting accounts 
essential, £900 to £1,250 according to age 
and expertencs. 

(3) Sentor. ~ Opportunity for receritly-qualified 
C.A. who wishes ro specialize in taxation. 


£900 p.a. 
(4) Semi-Scniors (4). "Senior type vacancies. 
£700 -£759 pn, 


SELECTED COMMERCIAL VACANCIES 


(4) A.C.W.A., (aged 25-35). Exceptional 

salary and prospects. Opportunity to specialize 

in O, and M. S 

+ 746) CA. with *Personallty’ and minimum four 

EK years" post qual. exp. £1,200 pn. Excep- 
t 


tional prospects us accountant with firm of 
Liloyd’s underwriters, 
, IERVYN HUGHES & COMPANY 
(Accountancy Employment Specialists) 
Col, H. D. Muggeridge, O.B.E.. A. B. Harrison) 
11 Wardour Street, Piccadilly Circus, W1. . 


` gGERrard 0179/0966, No fees to applicants. 








“SYRMINGHAM CHARTERED ACCOUNT- 
ASANTS, fave varangy fO—qualified Audit Senior, 
$ ver 32 years, and oreferaolry with iwy us nce 
professional> experience since qualifying. 
scts of partnership subject to period of 
actory service. ~ Apply by letter, stating age, 
ri rience and salary required, to Squiers & Co, 
pS Colmore Row, Birmingham, 3 


"MTY CHARTERED ACCOUNTANTS, small/ 
medium practice wish to engage — recently- 
alifed C.A. of enthusiasm and ability for varied 
und interesting Senior position. — Full details 
Box CC3281, i 
















ST PAUL’S AGENCY LTD 


All grades Audit Staff £250 -£8350 
(No fees to Staff ~ very moderate to employers) 
160 Cheapside, RCZ. ET. 8533 
150 Fenchurch Street, ECH, MIN. 9791 





Commercial 


}CCOUNTS CLERK required in London office 

of well-established British company operating 
overseas, to take complete charge of books up to and 
including trial balance. Preferably aged about 25, 
some previous cxpericnce essential. Permanent 
progressive post with pension scheme, Salary £550~ 
£600. — Send full details to Box AC3270. 


ASSISTANT SECRETARY. required by private 
limited company at Spalding. Age 25-30 years. 
Applicants must have good appearance, and some 
commercial experience, preferably In the civil 
engineering Industry, and te capable of meeting 
and dealing with top level management. — Apply 
in writing. giving details, to the Secretary, H. 
Leverten & Co Ltd, Spalding. 


AE TO CHIEF ACCOUNTANT required 
by caterpillar dealer in Spalding. Applicants 
must be qualificd or studying for his Final pro- 
fessional examination. Age 22-28 years. - Apply 
in writing, giving detaiis, to Chilei Accountant, 
H. Leverton & Co Lid, Spalding. 


CRANE LTD require a young Cost and Works 
Accountant for budget and cost analysis work 
in their Ipswich factory. He will be responsible to the 
Works Accountant for the operation of budgetary 
control throughout the factory. Applicants should 
preferably have had experience in foundries or 
engineering works. ~ Write, giving full details of 
career to date, stating present salary and salary 
required, to the Comptroller, Crane Ltd, 15/16 
Red Lion Court, Fleet Strect, EC4. 


Advertisements uppearing on this page are subject 
to a ‘Late Fee’ of 6d per line (minimum 2s 6d) or 
5s per inch for semi-displayed types. 

if ordered for more than one insertion they 


will appear in the normal classificd columns in 
future issues, and all subsequent insertions will 
be charged at the basic or concessional rates 
whichever may be applicable. 





ANTED, — Chief Accountant for retal 
business- with turnover approx. £70,000 in 
Home Counties, Salary £750. ~ Apply, giving age 
and fuit detalls, previous employment, Box WC3285. 
` 


KW Oversea 


AXATION ASSISTANT. -~ Qualiftec Account» 

ant with sound sxperience in Income tax work 
required by a leading irm of-accountants practising 
In Federation of Malar} and Singapore. Post 
particularly suitable Tor "kecn young Accountant 
desiring specialized income tax work, but applicants 
up to age of 45 will be considered, Terms include 
three year tour and first-class pussage to and from 
Malara., Remuneration dependent on experience but 
will be sufficient to cover adequate living expenses 
and 3 margin for saving. Good prospects for 
suitable man. — Applicants should write with full 
details of experfence ste, to Box TA8412, 


SITUATIONS WANTED 
ARE AND EXPERIENCED TAXATION 
SPECIALIST, FIT. “faxatlon Diploma’ 
hoider, requires responsible salarled position with 
good prospects or would consider engngenients on 
consultancy fee basis. Loudon, Surrey, Sussex, = 
Box AA3186. : 


BUSINESS OPPORTUNITIES 


OMPANY FOR: SALE. ~ Wholesale book- 
Susellers, Sull trading. Losses approxi £25,000 
Asslmnable loan £9,500..—- Please phone MANSsion 
Hours S114, ` 


SALARIES AND LUCATIONS | 
Advertisers are invited to state in thelr aduate 


tements the approximate salary range that 
they are prepared to give or require, and alsa 
their geographical location. 

This will greatly assist those who propose 
aaswering advertisements and possibly avoid 
much unnecessery correspondence between 
advertisers and applicants, 
















THE LATEST TIME for the receipt of advertise- 
ments on payment of the ‘Late Fee’ is 11 a.m. on 
Tuesday. Telephone NATional 0087. 
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ROYAL EXCHANGE 


{ASSURANCE : 
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INCORPORATED A.D. 1720 
' ‘zap Orrice: ROYAL EXCHANGE, Lonvon, Branches throughout the Country. 
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Accountants are 
invited to apply for the 
Corpotation’s Agency. 
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Be Editorial Offices: 4 Drapers’ Gardens, Throgmorton Avenue, London, EC2. NATional 8701-2 
ets Publishing and Trade Counter Offices: ` 


The City Library, 27-28 Sasinghall Street, London, SC. MONarch 534° 


` 


The Accovatant is published at. 3 p.m. on Fridays 


TIncieding. posi age: for-one zong, £4 183 Od; for half-year, £2 10s Od. Airmail edition, including postage: for one year, £7 15s Od; for half-year, £3 Dr 6d 





Concessional rates, which are quoted in brackets, are given for adver: 


a 


Minimum Charge, 5 lines (30 words) 
Seni-displayed, per inch (min. 4 inch} 


Advertisement Offices: 
4 Drapers’ Gardena, Icirogmorton Avenue, London, C2. NATiona! 0087 





Situations and 
Articles Vacant 
£1 5s Od (17s 6d) 
£4 Os Od (£3 Os Od) 


Dox Numbers = For- ürst insertion 32; each subsequent insertion Is 6d 


THE. 


ACCOUNTANT 


Established 1874 


SUBSCRIPTION MATES 








mg 





Situations and 
Articles Wasted 
17s 6d Wë 6d) 
£3 10s Od (£2 10s Od) 





TARIFF FOR CLASSIFIED ADVERTISEMENTS : 
` Advertisers arc requested to note that terms ure prepaid > 


I j; riišcments ordered for three or more consecutive insertions. They cannot be alloy 
retrospectively or for advertisements which are te appenr at fortnightly or longer intervals d bw 


All Other Categories 
{eacept Official Appointments) 


VQ 


December 27th, Ws 


E 
H 














Cablegrams: ‘Countant, Avo, Lond 


Official `, 
. Appointment ` 
11s per line (9 w < 


£1 12s 6a (£1 2s 6d) 
Z5 Os Od (£3 29s Ya) 





Additional Jines are charged pro rata (approximately six words pp: 
All Classified Advertisements will also appear in Taxation 





All replies to Box Numbers to be addressed to 

Gee & Co(Publishers) Lta,4 Drapera’ Gardens, 

Throgrnorton Avenue, London, EC2, unless 
otherwise stated 


SITUATIONS VACANT 


Professional 


AVIAN APPOINTMENTS AGY. require and 
supply alt staff. Professional and Commercial. 
£5 to £3,500 posts. Male and female, Permanent and 
temporary. No fees to staff, — 50 Bow Lane, BC, 
City 3443) & 169 Tottenham CrRd, WOCEUS. 8406). 











BETTER ACCOUNTANCY, AUDIT OR 
TAXATION Job ar £300 -£1,000 "per annum. 
No fees to staff. - Emest Agency, 116 High 
Holborn, WC1 (opposite Holborn Tube 
Station). (CHA. 8605.) 


DG "/ 


ELE CHARTERED ACCOUNTANT, at least 

three years’ quulificd expericnce, for Somerset 
practice, Private company. Trust and landed estate 
accounts and Incomplete records, with relative tax 
work. Partnership prospects, — Box AC3135. 


A C.A., recently qualified, required for medlum- 
osized Chartered practice in Somerset. Knowledge 
of incomplete records essential. Salary according to 
age and cxperience. No Immediate prospects of 
partnership.~ Apply, giving usual particulars, to 


Dos AR8278, tes 














ACCOUNTANCY STAFF 


PROFESSIONAL’, AND COMMERCIAL 
Sentor and Semi-Senior. All districts, 


£600-£1,200 p.a. 
CONDUIT STREET BUREAD- 


{Employment Agents) 
duit Stree: Ha egent Street, Wi) 
Condes ME -TUB0 (20 lines) 


_— NO FEES TO STAFF 


_ 


E 





ee 


ACCOUNTANCY STAFF 


Senior £800-£1,000; Semi-Senfor £550-£750; 
Junilor £250-£450 


TAYLOR STAFF BUREAU 
S, H. OLIVE, F.A.C.C.A, 
Staff spectalists to the profession, 
49 Quecn Victoria Street, EC4, 
Established nearly quarter of a century. 
CITY 2781 and 2912 No fees to staff, 


| SITUATIONS FILLED 


We have received information thar the 
situations advertised under the following box 
numbers have now been filled: 


QA2322, QA3045, ME3046 


Advertisers who wish to help unsuccessful 
applicants by announcing that posts advertised 
in previous issues have been filled are invited 
to inform the Adyertisement Manager at 
$ Drapers’? Gardens, Throgmorton Avenue, 
E£C2 (NATional 0087). The box numbers of 
their advertisemeats will Le published free of 
cHarge in this panel, 




















CCOUNTANT (preferably qualified) required by 

Holborn Chartered Accountants to specialize in 
department dealing with the accounts and taxation 
of property companies. Similar professional experi- 
ence desirable. Salary from £1,050 per annum 
according to experience. -~ Anpilcations ia writing, 
with full dezails, to Box AP3i77, 

CCOUNTANTS in Cornwall have vacancy for 

young Qualifed Accountant with knowledge of 
incomplete records and persona] taxation and accus- 
tomed to direct contact with clitnts. Pension scheme. 
— Apply, with detalls of age, experlence and salary 
required, to Box AI3176. 


CCOUNTANTS, MANAGERS, Audit Clerks, 

Typists, Book-keepers, Telephonists, Shorthand- 
typists, Cashiers, Clerks (ou kinds), Comptometcr 
Operators, Vacancies (both sexes) all arcas, 
erger’s Agency, 69 South End, Croydon. (CROydon 
1642.) No charge to staff. 








AUDIT AND TAX STAFF 


Senior £800-£1,100 
Semi-Scalor £500-£750 
Junlor £250-£450 


GRESHAM ACCOUNTANTS’ 
REGISTER LTD 


(The Profession’s Employment Specialists) 


79 Gresham Street, EC2 (first foor) 
MONarch $416 
Open Saturday Morning 
NO FEES TO STAFF 





UDIT CLERK (male or Fomale) required by 
firm of Accountants Io Barnsley, Yorkshire. — 
Apply. stating age. experience ard salary required, 
to Box AC3132, 
UDIT_CEERKS. - Many vacancies waiting for 
ator, Semi-Senior or Junior, ~ Cuil Booth's 
Agency, 30 Coleman Street, ` Moorgate, EC2. 
MONarch 6977 (8 lincs). i 
VACANCY OCCURS for suitably experienced 
Accountant to take charge of branch office in 
omall west Sussex town. Experience of incomplete 
records and working knowledge of taxation 
essential, Salary in region of £700-£800 and pension 
scheme available. — Applications to Box AV3222. 
CHARTERED ACCOUNTANT (nge over 30), 
with professional experience, including Incomplete 
records, requircd for busy N. Staffs practice, 


Excelicnt prospects of carly parincrshfp. Two- 


"bedroomed flat availabic. — Full particulars, includ- 


ing present salary, to Box CA325hi— 
HARTERED ACCOUNTANT, aged 25-30, 
required by rapidjy-expanding Grm near London 
Bridge. Exccitent opportunities for young man o 
ability who is prepared for hard but interesting work. 
= Box CA3265, 





HARTERED ACCOUNTANT, aged under 30, 
with two years’ post-qualification experience, 
required by medium-sized City firm of 
. Chartered Accountants, for scnior position on 
staf. Commencing salary £3,000 with pension 
scheme after probationary period. Position 
could offer opportunities for advancement in 
due course to right person. — Write, giving full 
particulars age, education, and professional 
experience, both before and after qualifying, to 
Box ‘N.Z.’, cjo J, W.’ Vickers & Co Lid, 7/8 
` Great Winchester Seet, ECZ. 





HARTERED ACCOUNTANT (Lincs) has 

vacancy for young Chartered Accountant with 
experience in provincial practice. Salary £700. 
Partnership prospects. — Write, giving full particulars, 
to Box CA3175, 


3 . 


FOR ‘LATE FER' ADVERTISEMBNTS 
SEE PRECEDING PAGE. 5 
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CA3223 





CHARTERED ACCOUNTANT ' 


West End Chartered Accountants desire t° | 
a senior position la their organization. Är 
cations are invited from men who are ` 
older than 35 and who have had at leas: ./- 
years’ useful experience vince qualifying, h i 
Should have more tan average intellige: 
abuity to command and contro! staff, initia 
personality and those qualities which make.. 
the potential principal to which an appointan , 
could well lead, 


The initial salary is £1,250 p.a. There Sé 
be good annual increments, a pension scx A 
and other benefits, as well ag the opporivy 
roed, to above. — Please write to Séi 











` A 


(SHARTERED ACCOUNTANTS, In casi’ 
‘require young C.A: with a view to “e 
partnership, Some capital essential, ~ Writ . 


RARTERED ACCOUNTANTS, south -, 

require a qualified Senior Assistant, Exper : 
incomplete records, taxation and private comy A 
Range of salary £700-£850 per annum with TC 
prospects according to experience und abii >. 
Box CA8397. d $ g DN 
CHARTERED ACCOUNTANTS (Sirand) #2! 

vyncency for an Audit Assistant, post offers 
prospects with commencing salary of £650 ta 
per annum, according to experience.’ 
giving full details of age and experienc 







ITY C.A.3 require Onalified Senior ~ 
Assistant cxperfenced in taxation and com 
audits. — State full details, including age, natios | 
experience and salary required, to Box CC31.¢ 
IFY CHARTERED ACCOUNTANTS rou 
recently-qualified Assistant of good person mpa 
Excellent, opportunity of acquiring post-qual... ` 
experience in a wide range of work. ~ Box CC. 
ONCASTER CHARTERED ACCOUNT.3". 
Gree 









require Competent Senlor. Assistant, 
taking charge audits, completing accounts 
working with minimum  supcrrision. T. 





experience essential. 
applicant. — Write, 


Progressive post to fic. 
fuli particulars lucludinu 
experience, qualifications, commencing salat: 
and when available, Box DC3266. ` 

PORGE A. TOUCHE A CO have va 
in thelr London office for Qualified Acco 
= Apply to Suffolk House, Laurence Pountney 











§ LST ot CharnasadaA e. Ke 
TARGE Gu FoF Guaca ‘Accountants, < t 
ry. Five-darzweck, Pension ` 


JAonarc vacancies” for 
experitnce and sala: 
— Box LC8&299. 


BADING FIRM OF ACCOUNTANTS: ' 
applications for employment at home ant 
seas from Quelificd Accountants. Opportunt? 
gaining knowledge in all branches of accow: ! 
Excelent prospects for newly-qualified ms -. 
London. Salaries dependent on experience. = 
Box LF8245, 


EDIUMSIZED WEST END FRW 


wishing to enlarge his experience. 






arrangement, — Box MW3205, a 
CEESRD: — Semi-detached house avail.’ 

years certain) for Senior Audit Assist. 
varied experience jn smell and medium 
Apply. giving particulars of ance, Salary ~ 
and experience, Critchicy, Ward & Pip. 
Broad Stresit, Oxford. š 






The latest tine for the acceptisnce, alte ` 
cancellation of advertisements appearin« ` 
pages is normally 10.30 ont, on M 
ceding publication. x 

When it becomes necessary, owing ` 
Public holidays or for ony oiher reas: 
to press earlier, notice of such alterat. 













